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Forward-Looking Statements

This annual report on Form 10-K, press releases and certain information provided periodically in writing or verbally
by our officers or our agents contain statements which constitute forward-looking statements. The words “may”,
“would”, “could”, “will”, “expect”, “estimate”, “anticipate”, “believe”, “intend”, “plan”, “goal”, and similar
expressions and variations thereof are intended to specifically identify forward-looking statements. These statements
appear in a number of places in this Form 10-K and include all statements that are not statements of historical fact
regarding the intent, belief or current expectations of us, our directors or our officers, with respect to, among other
things: (i) our liquidity and capital resources; (ii) our financing opportunities and plans, (iii) our ability to generate
revenues; (iv) market and other trends affecting our future financial condition or plan of operation, and (v) our
growth and operating strategy.

Investors and prospective investors are cautioned that any such forward-looking statements are not guarantees of
future performance and involve risks and uncertainties, and that actual results may differ materially from those
projected in the forward-looking statements as a result of various factors. The factors that might cause such
differences include, among others, those set forth in Part Il, Item 6 of this annual report on Form 10-K, entitled
“Management’s Discussion and Analysis or Plan of Operation”, and including, without limitation, the “Risk
Factors” beginning on page 5 of this annual report. Except as required by law, we undertake no obligation to update
any of the forward-looking statements in this Form 10-K after the date of this report.

Item 1. Description of Business.

Corporate History

CYIOS® Corporation (“we”, “us”, “our”, “CYIOS®” or the “Company”’) was incorporated under the laws of the state of Neva
on October 13, 1997 as Halo Holdings of Nevada, Inc., for purposes of acquiring Halo Holdings, Inc., a Delaware
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corporation, operating in the aviation and extreme sports entertainment industries. In March 1999, we sold our
extreme sports division. Between February 1999 and April 1999 we acquired three operating entities engaged in the
business of providing integrated internet access and professional consulting services, and, on July 9, 1999, we
changed our name to A1l Internet.com, Inc. to more accurately reflect our then-current operations. In June 2000, in
addition to our other operations, we entered into the business of providing long distance services. In December 2000,
we discontinued the operations of several of our subsidiaries which were not focused on our then-core competencies,
and on October 15, 2001 we changed our name to WorldTeq Group International, Inc. (“WorldTeq”).

Effective April 7, 2005 we completed a 1-for-30 reverse stock split of our outstanding shares of common stock and
changed our name to China Print, Inc., in anticipation of entering into an agreement and plan of merger with Harbin
Yinhai Technology Development Company Ltd., a People’s Republic of China company (“HYT”). In June of 2005, the
transaction with HYT was terminated.

On September 19, 2005, we entered into an agreement with CYIOS Corporation, a District of Columbia corporation
(“CYIOS® DC”), and Timothy Carnahan, whereby we acquired 100% of the issued and outstanding capital stock of
CYIOS® DC in exchange for 19,135,000 shares or our common stock. On September 27, 2005 we changed our name
to CYIOS® Corporation.

Overview of Principal Products and Services

CYIOS® is a holding company made up of two operating subsidiaries: CYIOS Corporation, a District of Columbia
corporation (“CYIOS® DC”), and CKO Inc., a District of Columbia corporation (“CKO”). CYIOS® DC builds
knowledge management solutions, supports organizations with business continuity and IT services for the Department
of Defense (“DoD”’) community. CKO is the product arm of CYIOS® that offers CYIPRO™, a business transformation
tool that utilizes the first project-based operating system to build knowledge centric organizations. CYIPRO™ provides
a virtual work space for collaboration, project management, and document management to help manage people,
processes and information. CYIPRO™ also provides key solutions for compliance with Securities and Exchange
Commission (“SEC”) Sarbanes-Oxley regulations and compliance with Defense Contract Audit Agency (“DCAA”) and
performance based contracting for government contractors.

CYIOS® DC

We believe CYIOS® DC is recognized as a premier knowledge management solution provider for the DoD.

Established in 1994, we have worked closely with the United States military as a small business contractor providing
innovative and comprehensive solutions for the Army’s General Officers and high-level military agencies. We
pioneered what we believe to be the largest knowledge management portal, U.S. Army Knowledge Online (“AKO”). We
win our business through bidding against other companies for government contracts. These bids may be done
independently or through teaming arrangements with other contractors.

Timothy Carnahan, our president and Chief Executive Officer, has over 14 years of executive and technical
experience with the highest levels of the U.S. government. When supporting the Army General Officer Management
Office, Mr. Carnahan designed and implemented the first Knowledge Management (“KM”) system for the Army,
America’s Army Online, which became the core for AKO, the portal that supports over 1.8 million soldiers and
civilians worldwide. We believe that AKO has become the KM paradigm for the DoD. The DoD intends to increase
its KM spending from $387 million in the fiscal year 2005 to $524 million in the fiscal year 2010, representing a
growing potential market for CYIOS®, where KM is our core competency in both product and service support.

With KM as a major focal point for us, the term and market need further explanation. KM is the name of a concept in
which an enterprise consciously and comprehensively gathers, organizes, shares, and analyzes its information in terms
of resources, documents, and people skills. In early 1998, it was believed that few enterprises actually had a
comprehensive knowledge management practice (by any name) in operation. Advances in technology and the way we
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access and share information have changed that; it has been proven that successful organizations have some kind of
knowledge management framework in place. KM involves data mining and a method or operation to share
information among users.

We use our expertise in KM, performance-based contracting, enterprise management, and web-based application
development to bid on U.S. government contracts. Historically the company has focused on supporting the U.S.
Army, but under its new growth strategy, it is beginning to look at bids from other DoD agencies as well as all U.S.
government agencies.

CKO

CKO Inc. markets and sells the software product CYIPRO™. CYIPRO™ is a secure, web-based virtual office that uses an
array of tools to give any organization the ability to manage and retain knowledge, collaborate data and ideas, and
securely store and share information, all for the purpose of making an organization more efficient and therefore more
successful. Using the features of CYIPRO™, users can access and manage their entire organization online from any
computer with an Internet connection and web browser or from a mobile device with Internet capability. The result:
connected, organized and effective business practices.

The tools of our full online office suite include e-mail, document and file management, calendar, tasks, meetings,
contacts, project management, reporting, and timesheet management. The power of managing knowledge and
collaboration is unleashed when all of these individual components are shared and used within an entire organization,
a division, or a project team. We believe CYIPRO™ will remove the dependency of working from an organization’s
office, which will free employees to access their e-mail, documents, projects, contacts, and reports from any
geographic location at anytime. We believe operational costs are also reduced as CYIPRO™ helps small businesses
eliminate the burdensome expenses of owning and maintaining servers, associated software, and an internal or
outsourced IT staff.

Recent Developments

CYIPRO will be a dominant factor moving forward in revenue growth and its target is the government telework
initiative. During 2010, we have worked to publicize and market CYIPRO. CYIOS signed a term sheet for line of
equity for 7 million dollars and filed and S1 that became effective August 31, 2010. We have made a few strides in
our advisory board but nothing has fully come to fruition.

Competition

As a small business, we have eliminated discussions of the mid to large size companies. In the small business space,
there are generally about 300 IT contractors that bid against us. We further separate ourselves with our security
clearance to an estimated 150 IT contractors. As we get into our specific field of KM, we estimate our competition is
narrowed to under 50 companies.

Dependence on Few Major Customers

We are either a prime or sub contractor on contracts with Titan Corporation, Information Management Support Center
and GOMOY/SLD. Loss of these contracts could have a material adverse effect upon our financial condition and results
of operations. We believe that federal governmental agencies will continue to be the source of all or substantially all

of our revenues for the foreseeable future.

Government Regulations
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All work performed in our space is governed by the federal acquisition regulation. There are small deviations from
this named defense federal acquisition regulation.

Intellectual Property
Overview

We rely on a combination of trademarks, trade secrets and contract law rights in order to protect our brand, intellectual
property assets and confidential or proprietary information (our “Proprietary Rights”). Our Proprietary Rights are among
the most important assets we possess and we depend significantly on these Proprietary Rights in being able to
effectively compete in our industry. We cannot be certain that the precautions we have taken to safeguard our
Proprietary Rights will provide meaningful protection from the unauthorized use by others. If we must pursue

litigation in the future to enforce or otherwise protect our Proprietary Rights, or to determine the validity and scope of
the rights of others, we may not prevail and will likely have to make substantial expenditures and divert valuable
resources in the process. Moreover, we may not have adequate remedies if our Proprietary Rights are appropriated or
disclosed.

Trademarks

As of the fiscal year ended December 31, 2010, CYIOS DC has registered the CYIOS®, and CKO has applied for
registration of the CYIPRO™ logo with the United States Patent and Trademark Office in order to establish and protect
our brand name and logo as part of our Proprietary Rights.

Copyrights
We claim copyright protection and rights to our CYIPRO™ software and operating system.
Trade Secrets

Whenever we deem it important for purposes of maintaining competitive advantages, we will require parties with
whom we share, or who otherwise are likely to become privy to, our trade secrets or other confidential information to
execute and deliver to us confidentiality and/or non-disclosure agreements. Among others, this may include
employees, consultants and other advisors, each of whom we would require execute such an agreement upon
commencement of their employment, consulting or advisory relationships. These agreements will generally provide
that all confidential information developed or made known to the individual by us during the course of the individual’s
relationship with us is to be kept confidential and not to be disclosed to third parties except under specific
circumstances.

As of the fiscal year ended December 31, 2010, we have entered into no confidentiality and/or non-disclosure
agreements with our employees, consultants or advisors.

Employees
As of December 31, 2010, we had 17.5 full-time employees & consultants, with 1.5 in executive management and
administration, 2 in product development and technical operations, and 14 on service contracts on either prime or

subcontracted contracts with the United States federal government.

We are not subject to any collective bargaining agreements and believe our relationships with our employees to be
excellent.
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Item 1A. Risk Factors

Our business entails a significant degree of risk and uncertainty, and an investment in our securities should be
considered highly speculative. What follows is a general description of the material risks and uncertainties, which
may adversely affect our business, our financial condition, including liquidity and profitability, and our results of
operations, ultimately affecting the value of an investment in shares of our common stock. In addition to other
information contained in this annual report on Form 10-K, you should carefully consider the following cautionary
statements and risk factors:

General Business Risks

Our historical operating losses and negative cash flows from operating activities raise an uncertainty as to our
ability to continue as a going concern.

We have a history of operating losses and negative cash flows from operating activities. In the event that we are
unable to sustain our current profitability or are otherwise unable to secure external financing, we may not be able to
meet our obligations as they come due, raising substantial doubts as to our ability to continue as a going concern. Any
such inability to continue as a going concern may result in our security holders losing their entire investment. Our
consolidated financial statements, which have been prepared in accordance with generally accepted accounting
principles, contemplate that we will continue as a going concern and do not contain any adjustments that might result
if we were unable to continue as a going concern. Changes in our operating plans, our existing and anticipated
working capital needs, the acceleration or modification of our expansion plans, lower than anticipated revenues,
increased expenses, potential acquisitions or other events will all affect our ability to continue as a going concern.

Our liquidity and capital resources are very limited.

Our ability to fund working capital and anticipated capital expenditures will depend on our future performance, which
is subject to general economic conditions, our ability to win government contracts, our private customers, actions of
our competitors and other factors that are beyond our control. Our ability to fund operating activities is also dependent
upon (i) the extent and availability of bank and other credit facilities, (ii) our ability to access external sources of
financing, and (iii) our ability to effectively manage our expenses in relation to revenues. There can be no assurance
that our operations and access to external sources of financing will continue to provide resources sufficient to satisfy
liabilities arising in the ordinary course of our business.

Our accumulated deficit makes it more difficult for us to borrow funds.

As of the fiscal year ended December 31, 2010, and as a result of historical operating losses from prior years, our
accumulated deficit was $24,210,983. Lenders generally regard an accumulated deficit as a negative factor in
assessing creditworthiness, and for this reason, the extent of our accumulated deficit coupled with our historical
operating losses will negatively impact our ability to borrow funds if and when required. Any inability to borrow
funds, or a reduction in favorability of terms upon which we are able to borrow funds, including the amount available
to us, the applicable interest rate and the collateralization required, may affect our ability to meet our obligations as
they come due, and adversely affect on our business, financial condition, and results of operations, raising substantial
doubts as to our ability to continue as a going concern.

Risks Associated with our Business and Industry

We depend on contracts with federal government agencies for all of our revenue, and if our relationships with
these agencies were harmed our future revenues and growth prospects would be adversely affected.

ltem 1A. Risk Factors 8
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Revenues derived from contracts with federal government agencies accounted for all of our revenues for the fiscal
year ended December 31, 2010, and we believe that federal government agencies will continue to be the source of all
or substantially all of our revenues for the foreseeable future. For this reason, any issues that compromise our
relationship with agencies of the federal government in general, or with the Department of Defense in particular,
would have a substantial adverse effect on our business. Key among the factors in maintaining our relationships with
federal government agencies are our performance on individual contracts, the strength of our professional reputation
and the relationships of our key executives with government personnel. To the extent that our performance does not
meet expectations, or our reputation or relationships with one or more key personnel are impaired, our business,
financial condition and results of operations will be negatively affected and we may not be able to meet our
obligations as they come due, raising substantial doubts as to our ability to continue as a going concern.

The federal government may modify, curtail or terminate our contracts at any time prior to their completion, which
would have a material adverse affect on our business.

Federal government contracts are highly regulated and federal laws and regulations require that our contracts contain
certain provisions which allow the federal government to, among other things:

- terminate current contracts at any time for the convenience of the government, provided such termination is made in
good faith;

- cancel multi-year contracts and related orders if funds for contract performance for any subsequent year become
unavailable;

- curtail or modify current contracts if requirements or budgetary constraints change; and
- adjust contract costs and fees on the basis of audits done by its agencies.

Should the federal government modify, curtail or terminate our contracts for any reason, we may only recover our
costs incurred and profit on work completed prior to such modification, curtailment or termination. The federal
government regularly reviews our costs and performance on its contracts, as well as our accounting and general
business practices. The federal government may reduce the reimbursement for our fees and contract-related costs as a
result of such an audit. There can be no assurance that one or more of our federal government contracts will not be
modified, curtailed or terminated under these circumstances, or that we would be able to procure new federal
government contracts to offset the revenue lost as a result of any modification, curtailment or termination. As our
revenue is dependent on our procurement, performance and receipt of payment under our contracts with the federal
government, the loss of one or more critical contracts could have a material adverse effect on our business, financial
condition and results of operations and we may not be able to meet our obligations as they come due, raising
substantial doubts as to our ability to continue as a going concern.

The federal government has increasingly relied upon contracts that are subject to a competitive bidding process. If
we are unable to consistently win new awards under these contracts our business may be adversely affected.

We obtain many of our contracts with the federal government through a process of competitive bidding and, as the
federal government has increasingly relied upon contracts that are subject to competitive bidding, we expect that much
of the business we are awarded in the foreseeable future will be through such a process. There are substantial costs
and a number of risks inherent in the competitive bidding process, including the costs associated with management
time necessary to prepare bids and proposals that we may not be awarded, our failure to accurately estimate the
resources and costs required to service contracts that we are awarded, and the risk that we may encounter
unanticipated expenses, delays or modifications to contracts previously awarded. Our failure to effectively compete
and win contracts through, or manage the costs and risks inherent in the competitive bidding process could have a
material adverse effect on our business, financial condition and results of operations.

ltem 1A. Risk Factors 9
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Our revenues and growth prospects may be adversely affected if we or our employees are unable to obtain the
requisite security clearances or other qualifications needed to perform services for our customers.

Many federal government programs require contractors to have security clearances. Depending on the level of
required clearance, security clearances can be difficult and time-consuming to obtain. If we or our employees are
unable to obtain or retain necessary security clearances, we may not be able to win new business, and our existing
customers could terminate their contracts with us or decide not to renew them. To the extent we cannot obtain or
maintain the required security clearances for our employees working on a particular contract, we may not derive the
revenue anticipated from the contract. Employee misconduct, including security breaches, or our failure to comply
with laws or regulations applicable to our business could cause us to lose customers or our ability to contract with the
federal government, which would have a material adverse effect on our business, financial condition and results of
operations and we may not be able to meet our obligations as they come due, raising substantial doubts as to our
ability to continue as a going concern.

Because we are a federal government contractor, misconduct, fraud or other improper activities by our employees
or our failure to comply with applicable laws or regulations could have a material adverse effect on our business
and reputation.

Because we are a federal government contractor, misconduct, fraud or other improper activities by our employees or
our failure to comply with applicable laws or regulations could have a material adverse effect on our business and
reputation. Such misconduct could include the failure to comply with federal government procurement regulations,
regulations regarding the protection of classified information, legislation regarding the pricing of labor and other costs
in federal government contracts and any other applicable laws or regulations. Many of the systems we develop involve
managing and protecting information relating to national security and other sensitive government functions. A security
breach in one of these systems could prevent us from having access to such critically sensitive systems. Other
examples of potential employee misconduct include time card fraud and violations of the Anti-Kickback Act. The
precautions we take to prevent and detect these activities may not be effective, and we could face unknown risks or
losses. Our failure to comply with applicable laws or regulations or misconduct by any of our employees could subject
us to fines and penalties, loss of security clearance and suspension or debarment from contracting with the federal
government, any of which would have a material adverse effect on our business, financial condition and results of
operations and we may not be able to meet our obligations as they come due, raising substantial doubts as to our
ability to continue as a going concern.

We must comply with laws and regulations relating to the formation, administration and performance of federal
government contracts.

We must comply with laws and regulations relating to the formation, administration and performance of federal
government contracts, which affect how we do business with our customers. Such laws and regulations may
potentially impose added costs on our business and our failure to comply with applicable laws and regulations may
lead to penalties and the termination of our federal government contracts. Some significant regulations that affect us
include:

- the Federal Acquisition Regulations and their supplements, which regulate the formation, administration and
performance of federal government contracts;

- the Truth in Negotiations Act, which requires certification and disclosure of cost and pricing data in connection with
contract negotiations; and

- the Cost Accounting Standards, which impose accounting requirements that govern our right to reimbursement under
certain cost-based government contracts.
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Additionally, our contracts with the federal government are subject to periodic review and investigation. Should such
a review or investigation identify improper or illegal activities, we may be subject to civil or criminal penalties or
administrative sanctions, including the termination of our contracts, forfeiture of profits, the triggering of price
reduction clauses, suspension of payments, fines and suspension or debarment from doing business with federal
government agencies. We could also suffer harm to our reputation, which would impair our ability to win awards of
contracts in the future or receive renewals of existing contracts. Although we have never had any material civil or
criminal penalties or administrative sanctions imposed upon us, it is not uncommon for companies in our industry to
have such penalties and sanctions imposed on them. If we incur a material penalty or administrative sanction in the
future, our business, financial condition and results of operations could be adversely affected.

Our business is subject to routine audits and cost adjustments by the federal government, which, if resolved
unfavorably to us, could adversely affect our financial condition.

Federal government agencies routinely audit and review their contractors’ performance, cost structure and compliance
with applicable laws, regulations and standards. They also review the adequacy of, and a contractor’s compliance with,
its internal control systems and policies, including the contractor’s purchasing, property, estimating, compensation and
management information systems. Such audits may result in adjustments to our contract costs, and any costs found to
be improperly allocated will not be reimbursed.

We incur significant pre-contract costs that if not reimbursed would deplete our cash balances and adversely affect
our financial condition.

We often incur costs on projects outside of a formal contract when customers ask us to begin work under a new
contract that has yet to be executed, or when they ask us to extend work we are currently doing beyond the scope of
the initial contract. We incur such costs at our risk, and it is possible that the customers will not reimburse us for these
costs if we are ultimately unable to agree on a formal contract which could have an adverse effect on our business,
financial condition and results of operations.

Our intellectual property may not be adequately protected from unauthorized use by others, which could increase
our litigation costs and adversely affect our business.

Our intellectual properties, including our brands, are some of the most important assets that we possess in our ability
to generate revenues and profits and we rely significantly on these intellectual property assets in being able to
effectively compete in our markets. However, our intellectual property rights may not provide meaningful protection
from unauthorized use by others, which could result in an increase in competing products and services and a reduction
in our own ability to generate revenue. Moreover, if we must pursue litigation in the future to enforce or otherwise
protect our intellectual property rights, or to determine the validity and scope of the proprietary rights of others, we
may not prevail and will likely have to make substantial expenditures and divert valuable resources in any case.

We face substantial competition in attracting and retaining qualified senior management and key personnel and
may be unable to develop and grow our business if we cannot attract and retain as necessary, or if we were to lose
our existing, senior management and key personnel.

Our success, to a large extent, depends upon our ability to attract, hire and retain highly qualified and knowledgeable
senior management and key personnel who possess the skills and experience necessary to execute our business
strategy. Our ability to attract and retain such senior management and key personnel will depend on numerous factors,
including our ability to offer salaries, benefits and professional growth opportunities that are comparable with and
competitive to those offered by more established companies operating in our industries and market segments. We may
be required to invest significant time and resources in attracting and retaining, as necessary, additional senior
management and key personnel, and many of the companies with which we will compete for any such individuals
have greater financial and other resources, affording them the ability to undertake more extensive and aggressive
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hiring campaigns, than we can. Furthermore, an important component to overall compensation offered to senior
management and key personnel may be equity. If our stock prices do not appreciate over time, it may be difficult for
us to attract and retain senior management and key personnel. Moreover, should we lose our key personnel, we may
be unable to prevent the unauthorized disclosure or use of our trade secrets, including our practices, procedures or
client lists. The normal running of our operations may be interrupted, and our financial condition and results of
operations negatively affected, as a result of any inability on our part to attract or retain the services of qualified and
experienced senior management and key personnel, our existing key personnel leaving and a suitable replacement not
being found, or should any former member of senior management or key personnel disclose our trade secrets.

The loss of our Chief Executive Officer could have a material adverse effect on our business.

Our success depends to a large degree upon the skills, network and professional business contacts of our Chief
Executive Officer, Timothy Carnahan. We presently do not maintain key person life insurance on, and have no
employment agreement with, Timothy Carnahan, and there can be no assurance that we will be able to retain him or,
should he choose to leave us for any reason, to attract and retain a replacement or additional key executives. The loss
of our Chief Executive Officer would have a material adverse effect on our business, our financial condition,
including liquidity and profitability, and our results of operations, raising substantial doubts as to our ability to
continue as a going concern.

Risks Associated with an Investment in our Common Stock

Unless an active trading market develops for our securities, you may not be able to sell your shares.

Although, we are a reporting company and our common shares are quoted on the OTC Bulletin Board (owned and
operated by the Nasdaq Stock Market, Inc.) under the symbol “CYIO”, there is not currently an active trading market for
our common stock and an active trading market may never develop or, if it does develop, may not be maintained.
Failure to develop or maintain an active trading market will have a generally negative effect on the price of our
common stock, and you may be unable to sell your common stock or any attempted sale of such common stock may

have the effect of lowering the market price and therefore your investment could be a partial or complete loss.

Since our common stock is thinly traded it is more susceptible to extreme rises or declines in price, and you may
not be able to sell your shares at or above the price paid.

Since our common stock is thinly traded its trading price is likely to be highly volatile and could be subject to extreme
fluctuations in response to various factors, many of which are beyond our control, including:

¢ the trading volume of our shares;

e the number of securities analysts, market-makers and brokers following our common stock;

e changes in, or failure to achieve, financial estimates by securities analysts;

® new products or services introduced or announced by us or our competitors;

e actual or anticipated variations in quarterly operating results;

e conditions or trends in our business industries;

¢ announcements by us of significant contracts, acquisitions, strategic partnerships, joint ventures or capital

commitments;

ltem 1A. Risk Factors 12



Edgar Filing: CYIOS CORP - Form 10-K

e additions or departures of key personnel;
e sales of our common stock; and
e general stock market price and volume fluctuations of publicly-traded, and particularly microcap, companies.

You may have difficulty reselling shares of our common stock, either at or above the price you paid, or even at fair
market value. The stock markets often experience significant price and volume changes that are not related to the
operating performance of individual companies, and because our common stock is thinly traded it is particularly
susceptible to such changes. These broad market changes may cause the market price of our common stock to decline
regardless of how well we perform as a company. In addition, securities class action litigation has often been initiated
following periods of volatility in the market price of a company’s securities. A securities class action suit against us
could result in substantial legal fees, potential liabilities and the diversion of management’s attention and resources
from our business. Moreover, and as noted below, our shares are currently traded on the OTC Bulletin Board and,
further, are subject to the penny stock regulations. Price fluctuations in such shares are particularly volatile and subject
to manipulation by market-makers, short-sellers and option traders.

Trading in our common stock on the OTC Bulletin Board may be limited thereby making it more difficult for you
to resell any shares you may own.

Our common stock is quoted on the OTC Bulletin Board (owned and operated by the Nasdaq Stock Market, Inc.). The
OTC Bulletin Board is not an exchange and, because trading of securities on the OTC Bulletin Board is often more
sporadic than the trading of securities listed on a national exchange or on the Nasdaq National Market, you may have
difficulty reselling any of the shares of our common stock that you may own.

Our common stock is subject to the “penny stock” regulations, which are likely to make it more difficult to sell.

Our common stock is considered a “penny stock,” which generally is a stock trading under $5.00 and not registered on a
national securities exchange or quoted on the Nasdaq National Market. The SEC has adopted rules that regulate
broker-dealer practices in connection with transactions in penny stocks. These rules generally have the result of
reducing trading in such stocks, restricting the pool of potential investors for such stocks, and making it more difficult
for investors to sell their shares once acquired. Prior to a transaction in a penny stock, a broker-dealer is required to:

e deliver to a prospective investor a standardized risk disclosure document that provides information about
penny stocks and the nature and level of risks in the penny stock market;

e provide the prospective investor with current bid and ask quotations for the penny stock;

e explain to the prospective investor the compensation of the broker-dealer and its salesperson in the
transaction;

e provide investors monthly account statements showing the market value of each penny stock held in the their
account; and

* make a special written determination that the penny stock is a suitable investment for the purchaser and
receive the purchaser’s written agreement to the transaction.

These requirements may have the effect of reducing the level of trading activity in the secondary market for a stock

that is subject to the penny stock rules. Since our common stock is subject to the penny stock rules, investors in our
common stock may find it more difficult to sell their shares.
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Future issuances by us or sales of our common stock by our officers or directors may dilute your interest or depress
our stock price.

We may issue additional shares of our common stock in future financings or may grant stock options to our
employees, officers, directors and consultants under our 2006 Employee Stock Option Plan and 2007 Equity Incentive
Plan. Any such issuances could have the effect of depressing the market price of our common stock and, in any case,
would dilute the interests of our common stockholders. Such a depression in the value of our common stock could
reduce or eliminate amounts that would otherwise have been available to pay dividends on our common stock (which
are unlikely in any case) or to make distributions on liquidation. Furthermore, shares owned by our officers or
directors which are registered in a registration statement, or which otherwise may be transferred without registration
pursuant to an applicable exemptions under the Securities Act of 1933, as amended, may be sold. Because of the
perception by the investing public that a sale by such insiders may be reflective of their own lack of confidence in our
prospects, the market price of our common stock could decline as a result of a sell-off following sales of substantial
amounts of common stock by our officers and directors into the public market, or the mere perception that these sales
could occur.

We do not intend to pay any common stock dividends in the foreseeable future.

We have never declared or paid a dividend on our common stock and, because we have very limited resources and a
substantial accumulated deficit, we do not anticipate declaring or paying any dividends on our common stock in the
foreseeable future. Rather, we intend to retain earnings, if any, for the continued operation and expansion of our
business. It is unlikely, therefore, that the holders of our common stock will have an opportunity to profit from

anything other than potential appreciation in the value of our common shares held by them. If you require dividend
income, you should not rely on an investment in our common stock.

Item 2. Description of Property.

All of our property is leased and we do not own any real property.

Our headquarters are located at The Ronald Reagan Building, 1300 Pennsylvania Ave, Suite 700 Washington D.C.
20004. We lease this 150 square foot space for a term of 12 months, with 8 months remaining on the lease as of the
fiscal year ended December 31, 2010, at a rate of $450 per month. 1 employee is based in our headquarters, the
remaining employees work on-site at our customers’ locations, and, as such we do not maintain separate office or other
space for these employees.

Item 3. Legal Proceedings.

As of the date of this annual report on Form 10-K for the fiscal year ended December 31, 2010, there were no pending
material legal proceedings to which we were a party and we are not aware that any were contemplated.

Item 4. Submission of Matters to a Vote of Security Holders.

No matters were submitted during the fourth quarter of the fiscal year covered by this annual report on Form 10-K to a
vote of our security holders, through the solicitation of proxies or otherwise.

PART I
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Item 5. Market for Common Equity and Related Stockholder
Matters and Registrant Purchases of Equity Securities.

Our shares of common stock trade on the OTC Bulletin Board under the symbol “CYIO”. The following is a summary
of the high and low bid prices of our common stock on the OTC Bulletin board during the periods presented, as
reported by the NASDAQ Stock Market, Inc. Such prices represent inter-dealer prices, without retail mark-up,
mark-down or commissions, and may not necessarily accurately represent actual transactions.

Year Ended December 31, 2010

Year Ended December 31, 2009

First Quarter

Second Quarter
$0.04
$0.04
$0.13
$0.12
Third Quarter
$0.03
$0.03
$0.08

$0.07
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Fourth Quarter
$0.02
$0.02
$0.06
$0.05

As of the fiscal year ended December 31, 2010 we had approximately 108 shareholders of record (excluding the
number of persons or entities holding shares of our common stock in nominee or street name through one or more
brokerage firms).

Dividends

We have neither declared nor paid any cash dividends on our shares of common stock and do not anticipate declaring
or paying any dividends in the foreseeable future. The decision to declare future dividends, if any, will depend upon
our results of operations, financial condition, current and future anticipated capital requirements, contractual
restrictions, restrictions imposed by applicable law and other factors that our board of directors may deem relevant.
Although it is our intention to retain future earnings, if any, for use in our business operations, there are currently no
restrictions in place that would limit our ability to pay dividends.

Reverse Stock Split

Effective April 7, 2005 we completed a 1-for-30 reverse stock split of our outstanding shares of common and
preferred stock, unless otherwise indicated all references to our outstanding shares of common stock in this annual
report on Form 10-K reflect the reverse stock split.

Equity Incentive Plans

On April 21, 2006, the sole member of our board of directors approved the adoption of our 2006 Employee Stock
Option Plan (the “2006 Plan”). The 2006 Plan provides for the issuance of a maximum of 3,000,000 shares of common
stock in connection with stock options granted there under, plus an annual increase to be added on the first nine
anniversaries of the effective date of the 2006 Plan, equal to at least (i) 1% of the total number of shares of common
stock then outstanding, (ii) 350,000 shares, or (iii) a number of shares determined by our board of directors prior to
such anniversary date. The 2006 Plan has a term of 10 years and may be administered by our board of directors or by a
committee made up of not less than 2 members of appointed by our board of directors. Participation in the 2006 Plan
is limited to employees, officer, directors and consultants of the Company and its subsidiaries. Incentive stock options
granted pursuant to the 2006 Plan must have an exercise price per share not less than 100%, and non-qualified stock
options not less than 85%, of the fair market value of our common stock on the date of grant. Awards granted pursuant
to the 2006 Plan may not have a term exceeding 10 years and will vest upon conditions established by our board of
directors.

On November 12, 2007, the sole member of our board of directors approved the adoption of our 2007 Equity
Incentive Plan (the “2007 Plan”). The 2007 Plan provides for the issuance of a maximum of 3,500,000 shares of
common stock in connection with awards granted there under, which may include stock options, restricted stock
awards and stock appreciation rights. The 2007 Plan has a term of 10 years and may be administered by our board of
directors or by a committee appointed by our board of directors (the “Committee”). Participation in the 2007 Plan is
limited to employees, officer, directors and consultants of the Company and its subsidiaries. Incentive stock options
granted pursuant to the 2007 Plan must have an exercise price per share not less than 100%, and non-qualified stock
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options not less than 85%, of the fair market value of our common stock on the date of grant. Awards granted pursuant
to the 2007 Plan may not have a term exceeding 10 years and will vest upon conditions established by the Committee.

The following table sets forth information as of the fiscal year ended December 31, 2010 with respect to the shares of
our common stock that may be issue under each of our 2006 Plan and 2007 Plan.

Equity Compensation Plan Information
Number of securities
remaining available for
future issuance under
Number of securities
Weighted-average
equity compensation
to be issued upon
exercise price of
plans (excluding
exercise of
outstanding options,
securities reflected in
outstanding options, warrants
warrants and rights
column (a))
Plan Category
()
(b)
(©
Equity compensation plans

approved by security holders
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Equity compensation plans not

approved by security holders

35,700

Total

35,700

Recent Sales of Unregistered Securities

There were no previously unreported sales of unregistered securities during the fiscal year ended December 31, 2010.
Purchases of Equity Securities

There were no repurchases of equity securities during the fourth quarter of the fiscal year ended December 31, 2010.
Item 6. Selected Financial Data

If the registrant qualifies as a smaller reporting company as defined by Rule 229.10(f)(1), it is not required to provide
the information required by this Item.

Item 7. Management’s Discussion and Analysis of Financial
Conditions and Results of Operations

back to Table of Contents

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our audited consolidated financial statements, related notes, and other detailed information included
elsewhere in this annual report on Form 10-K. Our financial statements have been prepared in accordance with
United States generally accepted accounting principles (“GAAP”), contemplate that we will continue as a going
concern, and do not contain any adjustments that might result if we were unable to continue as a going concern.
Certain information contained below and elsewhere in this annual report on Form 10-K, including information
regarding our plans and strategy for our business, constitute forward-looking statements. See "Note Regarding
Forward-Looking Statements.”

Overview

ltem 7. Management’s Discussion and Analysis of Financial Conditions and Results of Operations 18



Edgar Filing: CYIOS CORP - Form 10-K

We believe that we are a leading systems integrator and knowledge management solutions provider supporting the
Department of Defense and federal government agencies. All of our revenue is derived from the services provided
pursuant to single and multiple year awards to different U.S. Army and federal government agencies. CKO, Inc., one

of our operating subsidiaries, provides a designed online office management product which is known as CYIPRO™. For
the years ended December 31, 2010 and 2009, we received no revenue from CYIPRO™,

Results of Operations
Sales/Net Profit

The total sales for our active subsidiary, CYIOS Corporation, a District of Columbia corporation, for the fiscal year
ended December 31, 2010, were $1,849,804 compared to $1,881,897 for the fiscal year ended December 31, 2009; a
decrease in sales of $32,093 or 1.71%. Our other active subsidiary, CKO, Inc., a District of Columbia corporation,
produced no revenue for the fiscal years ended December 31, 2010 and 2009. Operating net loss for the year ended
December 31, 2010 was $394,051, a net operating loss per share of $.01, compared to a net operating loss for the
fiscal year ended December 31, 2009 of $21,044, or a net operating loss per share of $.00. Net income from
discontinued operations was $0 for the year ended December 31, 2010 and $17,068 for the year ended December 31,
2009. Total net loss for the year ended December 31, 2010 was $394,051 or a net loss per share of $.01 as compared
to total net loss for the year ended December 31, 2009 in the amount of $3,976 or a net loss per share of $.00.
Included in the net loss for the year ended December 31, 2010 is a non-cash expense for stock compensation in the
amount of $416,167. If these non-cash expenses are not included we would have posted a net income of $16,766 as
opposed to a net loss of $394,051. Also note that during the year 2010, we incurred approximately $160,000 of our
own money towards the development and marketing of CYIPRO™. Thus, if we had not incurred these additional
expenses, we would have posted a net income of approximately $182,116 for the year ended December 31, 2010. In
2006, management made the decision to expand our operations by attempting to increase our business with the
Department of Defense and the rest of the federal government. In order to achieve this goal, we have actively bid on
request for proposals by different departments and their agencies. We have, and will continue to invest all of our
earnings into additional personnel to help achieve this goal. We believe that our efforts in working to achieve the
aforementioned goals will help turn our operating losses into a net profit in the 2 fiscal years and beyond. We are also
aggressively marketing the sale of our product CYIPRO™ to Department of Defense, government and small businesses.
In the latter part of 2010 and in early 2011 we have launched a new marketing campaign to inform the public about
our product CYIPRO™,

Cost of Sales

Cost of sales for the fiscal year ended December 31, 2010 was $1,078,84 1compared to cost of sales for the fiscal year
ended December 31, 2009 in the amount of $1,094,786; a decrease of $15,945 or approximately 1.46%.

Selling, General and Administrative Expenses

Selling, general and administrative expenses for the fiscal years ended December 31, 2010 and 2009 were $94,933 and
$68,885, respectively; an increase of $26,048 or 38%.

Other Operating Expenses

Total other expenses for the fiscal years ended December 31, 2010 and 2009 were $663,557 and $654,918,
respectively; an increase of $8,638 or 1.32%. The total other expenses of $663,557 in the fiscal year ended December
31, 2010 consisted primarily of $595,592 in indirect labor and $67,965 in professional service and consulting fees and
depreciation. The total other expenses of $654,918 for the fiscal year ended December 31, 2009 consisted primarily of
$598,225 in indirect labor and $56,693 in professional services fees and depreciation.
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Total Stock Compensation for the fiscal years ended December 31, 2010 and 2009 were $416,167 and $81,208,
respectively. The total stock compensation in December 31, 2010 consisted of a $350,000 stock bonus granted to the
President and CEO and stock for compensation for marketing consultants in the amount of $66,167. The total stock
compensation in December 31, 2009 consisted of $81,208 paid to consultants for marketing services.

Liquidity and Capital Resources

At December 31, 2010, we had cash and cash equivalents of $27,603, compared to $76,448 at December 31, 2009, a
decrease of $14,066.

During the fiscal year ended December 31, 2010, cash used in operating activities was $79,212, consisting primarily
of the Net Loss of $394,051 offset by:

- Non-cash charges related to Depreciation charges of $784 and Valuation of Shares issued for consulting services of
$387,500; and

- Working capital changes of $73,445, consisting primarily of a net increase in Accounts Receivable, Other Assets in
the amount of $44,264 offset by a net decrease in Payroll Taxes Payable, Accounts Payable, and Accruals in the
amount of $29,181.

Cash provided by financing activities for the fiscal year ended December 31, 2010 was $30,367; consisting primarily
of:

- Proceeds from the issuance of a Convertible Note Payable in the amount of $50,000; and
- Payments made on the Line of Credit in the amount of $19,633.

Our long-term working capital and capital requirements will depend upon numerous factors, including our efforts to
continue to improve operational efficiency and conserve cash.

Off-Balance Sheet Arrangements

As of the fiscal year ended December 31, 2010, we did not have any off-balance sheet arrangements as defined in Item
303(c)(2) of Regulation S-B.

Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, the disclosure of contingent assets and l