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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
Waytronx, Inc.
Condensed Consolidated Balance Sheets

September 30,
2009
(unaudited)

Assets:
Current Assets:
Cash and cash equivalents $ 227,978
Trade accounts receivable, net of allowance of $165,000 and $135,000, respectively 4,259,429
Other accounts receivable 60,575
Other accounts receivable, related party 200,015
Inventories, net 4,273,393
Prepaid expenses and other 354,534
Total current assets 9,375,924
Property and equipment, net 1,460,897
Other assets:
Investment - equity method 65,466
Investments - long term 102,581
Technology rights, net 4,072,551
Patent costs, net 431,223
Other intangible assets, net 15,644
Deposits and other 163,221
Notes receivable, net 94,808
Debt offering costs, net 1,107,517
Goodwill, net 21,851,923
Total other assets 27,904,934
Total assets $ 38,741,755
Liabilities and stockholders' equity:
Current liabilities:
Accounts payable $ 1,686,257
Preferred stock dividends payable 5,054
Demand notes payable 2,002,547
Accrued expenses 2,245,926
Accrued compensation 497916
Unearned revenue 120,181
Notes payable, current portion due 7,412,261
Notes payable, related party, current portion due 138,554
Convertible notes payable, current portion due 300,000
Total current liabilities 14,408,696
Long term notes payable, net of current portion due of $65,585 and $49,200,
respectively 1,531,210
Long term notes payable, related party, net of current portion due of $138,554
and $197,865 and discounts of $436,701 and $638,255, respectively 13,136,737

December 31,

$

$

$

2008

599,200
2,762,416
110,952
194,984
4,077,367
186,520
7,931,439

1,245,203

120,499

4,134,202
558,269
27,878
40,411
182,025
1,618,678
32,281,148
38,963,110
48,139,752

1,106,114
5,054
1,373,993
1,912,592
770,625

49,200
1,197,865
1,350,000
7,765,443
6,095,740

13,022,465

4
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Long term convertible notes payable

Long term convertible notes payable, related party, net of discounts of $3,277,838
and $5,711,395, respectively

Total liabilities

Commitments and contingencies

Stockholders' equity:

Preferred stock, par value $0.001; 10,000,000 shares authorized

Convertible Series A preferred stock, 5,000,000 shares authorized, 50,543 shares
issued and outstanding liquidation preference of $50,543 at September 30, 2009 and
December 31, 2008, respectively

Convertible Series B preferred stock, 30,000 shares authorized, and no shares
outstanding at September 30, 2009 and December 31, 2008, respectively

Common stock, par value $0.001; 325,000,000 and 200,000,000 shares authorized
and 167,105,919 and 166,208,406 shares issued and outstanding at September 30,
2009 and December 31, 2008, respectively

Common stock issuable, par value $0.001; (1,500,000 shares at September 30, 2009)
Additional paid-in capital

Subscription receivable

Accumulated deficit

Noncontrolling interest

Accumulated other comprehensive income (loss)

Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying notes to financial statements

1,000,000

1,622,162
31,698,805

51

167,106
1,500
60,284,146

(53,428,252)
42,400

(24,001)
7,042,950

11,788,605
38,672,253

51

166,208

59,849,326

(50,548,086)

9,467,499

$ 38,741,755 § 48,139,752
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Revenues:

Product Sales
Revenue from freight
Total revenue

Cost of revenues

Gross profit (loss)

Operating expenses

Selling, general and administrative
Research and development

Bad debt

Impairment of goodwill

Total operating expenses

Profit (loss) from operations

Other income (expense)

Other income

Other expense

Derivative income

Investment income (loss)

Interest expense - intrinsic value of
convertible debt, amortization of debt
offering costs and amortization of debt
discount

Interest expense

Total other income (expense), net

Income (loss) before extraordinary
items

Extraordinary items
Gain on debt extinguishments

Consolidated Net profit (loss)
Less: Net profit (loss) - noncontrolling
interest

Net profit (loss) - attributable to
Waytronx Inc.
Less: Preferred stock dividends

Waytronx, Inc.
Condensed Consolidated Statement of Operations

(unaudited)

For the three months ended

September

30,

2009
7,936,409
20,291
7,956,700
5,033,060
2,923,640
3,142,720
18,438
32,589
3,193,747
(270,107)
51,548
(17,920)

17,010

(741,855)
(349,940)
(1,041,157)

(1,311,264)

(1,311,264)

3,463

(1,314,727)

2008

8,496,123

47,724
8,543,847
5,064,281

3,479,566

2,538,488
141,934
33,989

2,714,411

765,155

49,219
(766)

49,115

1,959

(669,070)
(512,414)
(1,081,957)

(316,802)

(316,802)

(316,802)

For the nine months ended
September 30,

$

2009
20,040,311
77,229
20,117,540
12,294,615
7,822,925
7,967,756
174,502
84,143
10,698,169
18,924,570
(11,101,645)
150,030
(163,122)

(55,033)

(2,354,786)
(1,189,665)
(3,612,576)

(14,714,221)

11,834,055
(2,880,166)

3,463

(2,883,629)

2008

12,916,133
84,813
13,000,946
7,791,883

5,209,063
4,727,331
666,875
125,489
5,519,695
(310,632)
107,006
(39,321)

2,831,688
(2,305)

(1,247,565)
(886,396)
763,107

452,475

452,475

452,475
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Net profit (loss) allocable to common

stockholders $ (1,314,727)
Other comprehensive profit (loss)

Foreign currency translation adjustment $ (24,001)
Comprehensive profit (loss) $ (1,338,728)
Basic and diluted profit (loss) per

common share $ (0.01)
Diluted profit (loss) per common share $ (0.01)

Basic and diluted weighted average
common and common equivalents
shares outstanding 168,088,471

See accompanying notes to financial statements

$

“@ &L

@ &L

(316,802) $

- $
(316,802) $
- $
- $

161,994,037

(2,883,629)

(24,001)
(2,907,630)
(0.02)
(0.02)

167,217,609

“ &

©“ &

452,475

452,475

160,109,943
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Waytronx, Inc.

Condensed Consolidated Statements of Cash Flows

(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:

Net profit (loss)

Adjustments to reconcile net profit (loss) to net cash used in operating
activities:

Stock, warrants, options and notes issued for compensation and services

Change in fair value of warrant liability

Non-cash interest expense, including amortization of beneficial conversion
value, warrant related debt discounts and intrinsic value of convertible debt
and amortization of debt discount and amortization of debt offering costs

Non-cash loss on securities available for sale
Bad debt expense

Amortization of technology rights

Amortization of patent costs

Amortization of website development

Loss on disposal of assets

Impairment of goodwill

Impairment of patents

Extraordinary gain on extinguishment of debt
Depreciation

Amortization of intangible assets

(Increase) decrease in assets:

Trade accounts receivable

Other accounts receivable

Inventory

Prepaid expenses and other current assets
Deposits and other assets

Investments - long term

Increase (decrease) in liabilities:

Accounts payable

Accrued expenses

Accrued compensation

Deferred revenues

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES:
Cash paid upon merger, net of cash received
Cash received from acquisition, net of cash paid
Investment in technology rights and development
Investment in patents

Proceeds from Notes Receivable

Payments from Notes Receivable

Purchase of property and equipment

NET CASH USED IN INVESTING ACTIVITIES

2009

(2,880,166)

431,913

2,354,786
55,033
84,143

178,884
14,089
10,733

10,698,169
136,811

(11,834,055)
300,794
578

(375,325)
(106,559)
847,662
(91,098)
(44,708)

(40)

274,828
246,808
(272,709)
120,181
150,752

12,563
(82,954)
(23,854)

40,435

(323,361)
(212,009)
(589,180)

For the nine months ended September

2008

452,475

669,634
(2,831,688)

1,058,770
2,305
120,686
178,885
17,155
10,733
4,165

144,719
1,346

(1,624,238)
938,591

(550,366)

(272,071)
10,581

(901,831)
1,061,996
8,592

(12,990)

(1,512,551)

(5,816,468)

(48,943)

(48,175)
(5,913,586)

8
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CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from demand notes payable 628,554 1,044,628

Proceeds from notes and loans payable 319,526 6,600,000

Proceeds from notes and loans payable, related party - 100,000

Payments on notes and loans payable (616,123) (447,789)
Payments on notes and loans payable, related party (246,055) (215,530)
Proceeds from sales of common stock and exercise of warrants and options,

net of offering costs 5,305 599,160

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 91,207 7,680,469

EFFECT OF EXCHANGE RATE CHANGES ON CASH (24,001) -

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (371,222) 254,332

Cash and cash equivalents at beginning of year 599,200 42,639

Cash and cash equivalents at end of period $ 227,978 $ 296,971

(continued)

5
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Waytronx, Inc.

Condensed Consolidated Statements of Cash Flows (continued)

(unaudited)

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Income taxes paid
Interest paid

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND
FINANCING ACTIVITIES:

Common stock issued for conversion of Series A preferred stock and
dividends

Discount on debt for intrinsic value of convertible notes payable
Notes Payable issued for purchase of CUI, Inc.

Issuance of warrants for patents

Amortization of debt offering costs

Conversion of debt to common stock

Common stock issuable for consulting services and compensation and
accrued liabilities payable in common stock

Reclassification of Derivative liability to Equity

For the nine months ended September

2009
$ -
$ 731,117
$ -
$ 1,843,625
$ -
$ -
$ 511,161
$ -
$ 285,000
$ -

See accompanying notes to financial statements

30,

2008

259,488

25
1,192,400
31,500,000

91,190

50,000

395,338

10,841,928

10
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Waytronx, Inc.
Notes to the Condensed Consolidated Financial Statements
(Unaudited)
1. BASIS OF PRESENTATION AND GOING CONCERN

Waytronx, Inc. (formerly known as OnScreen Technologies, Inc.) has pioneered and is commercializing innovative
thermal management solutions capable of revolutionizing the semiconductor, solar and electronic packaging
industries, among others. This advanced technology involves the use of fluid displacement to move heat away from
the source instead of traditional passive heat transference through solid materials. Utilizing its patented WayCool
hybrid mesh architecture, Waytronx can enhance system performance and remove thermal barriers caused by
"microwarming" in today's advanced computing devices. The Company's proprietary cooling solutions for central and
graphics processors, solar energy devices and power supplies provide more cost effective and efficient thermal
management to the electronics industry.

In May 2008, Waytronx formed a wholly owned subsidiary that acquired the assets of CUI, Inc., a provider of
electromechanical components and industrial controls for OEM manufacturing. Since its inception in 1989, CUI has
been delivering quality products, extensive application solutions and superior personal service. CUI's solid customer
commitment and honest corporate message are a hallmark in the industry.

Effective July 1, 2009, Waytronx acquired CUI Japan (formerly Comex Instruments Ltd.) and 49% of Comex
Electronics Ltd. that includes an associated distribution network, both companies are Japanese based providers of
electronic components. The Comex acquisition provides a manufacturing component which will allow Waytronx to
manufacture some of its own products in Japan.

The accompanying financial statements have been prepared on the assumption that Waytronx will continue as a going
concern. As reflected in these financial statements, we had a net loss allocable to common stockholders of
$2,883,629 for the nine months ended September 30, 2009, and an accumulated deficit of $53,428,252 at September
30, 2009. These factors raise substantial doubt about our ability to continue as a going concern which is dependent
upon the ability to bring the WayCool products to market, generate increased sales, obtain positive cash flow from
operations and raise additional capital as well as grow CUI, CUI Japan and Comex Electronics sales. The financial
statements do not include any adjustments that may result from the outcome of this uncertainty.

If necessary, we will continue to raise additional capital to provide sufficient cash to meet the funding required to
commercialize our technology product lines. As we continue to expand and develop technology and product lines,
additional funding may be required. There have been negative cash flows from operations and recurring net losses in
the past and there can be no assurance as to the availability or terms upon which additional financing and capital
might be available if needed.

The accompanying unaudited financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America and the rules and regulations of the United States Securities and
Exchange Commission for interim financial information which includes condensed financial statements. Accordingly,
they do not include all the information and footnotes necessary for a comprehensive presentation of financial position
and results of operations and should be read in conjunction with the Annual Report, Form 10-K for the year ended
December 31, 2008 as well as filings made related to the acquisition of CUI, Inc.

It is management's opinion that all material adjustments (consisting of normal recurring adjustments) have been made

which are necessary for a fair financial statement presentation. The results for the interim period are not necessarily
indicative of the results to be expected for the year.

11
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2. ACCOUNTING POLICIES

Use of Estimates

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, disclosure of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates. Significant estimates in 2009 and 2008 include estimates used to review the Company’s long-lived assets
for impairment, allowance for doubtful accounts, inventory valuation, valuations of non-cash capital stock issuances,
valuations of derivatives and the valuation allowance on deferred tax assets.

Principles of Consolidation

The consolidated financial statements include the accounts of Waytronx, Inc., its wholly owned subsidiary CUI, Inc.
(for the period May 16, 2008 to September 30, 2009) and CUI Japan and its 49% owned subsidiary Comex
Electronics (for the period July 1, 2009 to September 30, 2009) hereafter referred to as the “Company”. Significant
intercompany accounts and transactions have been eliminated in consolidation.

Fair Value of Financial Instruments

The carrying amounts of the Company’s cash and cash equivalents, accounts receivable, prepaid expense and other
assets, accounts payable, accrued liabilities, notes payable and deferred compensation approximate their fair value due
as of September 30, 2009.

Cash

Cash includes deposits at financial institutions with maturities of three months or less. The Company at times has
cash in banks in excess of FDIC insurance limits and places its temporary cash investments with high credit quality
financial institutions. At September 30, 2009, the Company had no cash balances at financial institutions which were
in excess of the FDIC insured limits. However, the Company maintained balances of $116,203 in foreign financial
institutions.

Accounts Receivable

The Company grants credit to its customers, with standard terms of Net 30 days. Other credit terms are available
based upon a review of the customers financial strength. The Company routinely assesses the financial strength of its
customers and, therefore, believes that its accounts receivable credit risk exposure is limited.

Inventory
Inventories consist of finished products and are stated at the lower of cost or market; using the first-in, first-out (FIFO)
method as a cost flow convention. Inventory consists of finished goods.

Furniture, Equipment and Software
Furniture, equipment and software are recorded at cost and include major expenditures, which increase productivity or
substantially increase useful lives.

Maintenance, repairs and minor replacements are charged to expenses when incurred. When furniture and equipment
is sold or otherwise disposed of, the asset and related accumulated depreciation are removed from this account, and
any gain or loss is included in the statement of operations.

The cost of furniture, equipment and software is depreciated over the estimated useful lives of the related assets.

Depreciation is computed using the straight-line method for financial reporting purposes. The estimated useful lives
and accumulated depreciation for furniture, equipment and software are as follows:

13
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Estimated

Useful Life
Furniture and equipment 5 to 7 years
Software 3 to 5 years

Identifiable Intangible Assets

Intangible assets are stated at cost net of accumulated amortization and impairment. Intangible assets other than
goodwill, technology rights and patents are amortized over an estimated useful life of 15 years. Technology rights are
amortized over a twenty year life and are reviewed for impairment annually. Patent costs are amortized over the life
of the patent. Any patents not approved will be expensed at that time. During the nine months ended September 30,
2009 the company recorded impairment charges of $10,698,169 related to goodwill and $136,811 related to patents.

Intangible assets consist of the following as of September 30, 2009:

Technology Rights $ 5,061,198
Accumulated amortization (988,647)
Net $ 4,072,551
Patent costs $ 462,850
Accumulated amortization (31,627)
Net $ 431,223
Debt offering costs $ 2,044,646
Accumulated amortization (937,129)
Net $ 1,107,517
Goodwill $21,851,923
Net $21,851,923
Other intangible assets $ 72,933
Accumulated amortization (57,289)
Net $ 15,644

Investment in Affiliate

Through the acquisition of CUI, Inc. the Company obtained 352,589 common shares representing a 10.47% interest in
Test Products International, Inc., hereafter referred to as TPI. TPI is a provider of handheld test and measurement
equipment. The Company also has a demand receivable from TPI of $184,110 as of September 30, 2009. The
Company enjoys a close association with this affiliate through common Board of Director membership and
participation, that allows for a significant amount of influence over affiliate business decisions. Accordingly, for
financial statement purposes, the Company accounts for its investment in this affiliated entity under the equity
method.

A summary of the unaudited financial statements of the affiliate as of September 30, 20009 is as follows:

Current assets $5,739,298
Non-current assets 896,124

Total Assets $6,635,422
Current liabilities $4,303,412

15
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Non-current liabilities
Stockholders' equity
Total Liabilities and Stockholders' Equity

Revenues

Operating Loss

Net Loss

Company share of Net Loss at 10.47%
Equity investment in affiliate

: Waytronx, Inc. - Form 10-Q

1,666,253
665,757

$6,635,422

$5,963,478

$

(484,112)

(525,625)

(55,033)
65,466

16
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Asset Impairment

The Company reviews its long-lived assets for impairment whenever events or changes in circumstances indicate that
the carrying amount of the asset exceeds its fair value and may not be recoverable. In performing the review for
recoverability, the future cash flows expected to result from the use of the asset and its eventual disposition are
estimated. If the sum of the expected future cash flows (undiscounted and without interest charges) is less than the
carrying amount of the asset, an impairment loss is recognized as the excess of the carrying amount over the fair
value. Otherwise, an impairment loss is not recognized. Management estimates the fair value and the estimated
future cash flows expected. Any changes in these estimates could impact whether there was impairment and the
amount of the impairment. During the nine months ended September 30, 2009 the company recorded impairment
charges of $10,698,169 related to goodwill and $136,811 related to patents.

Patent Costs

The Company estimates the patents it has filed have a future beneficial value; therefore it capitalizes the costs
associated with filing for its patents. At the time the patent is approved, the patent costs associated with the patent are
amortized over the useful life of the patent. If the patent is not approved, at that time the costs will be expensed. A
change in the estimate of the patent having a future beneficial value will impact the other assets and expense accounts.

Derivative Liabilities

The Company accounts for its embedded conversion features and freestanding warrants pursuant to FASB Accounting
Standards Codification No. 815 (“FASB ASC 815”), “Derivatives and Hedging ”, which requires a periodic valuation of
the fair value of derivative instruments and a corresponding recognition of liabilities associated with such
derivatives. The recognition of derivative liabilities related to the issuance of shares of common stock is applied first
to the proceeds of such issuance, at the date of issuance, and the excess of derivative liabilities over the proceeds is
recognized as other expense in the accompanying consolidated financial statements. The recognition of derivative
liabilities related to the issuance of convertible debt is applied first to the proceeds of such issuance as a debt discount,
at the date of issuance, and the excess of derivative liabilities over the proceeds is recognized as other expense in the
accompanying consolidated financial statements. Any subsequent increase or decrease in the fair value of the
derivative liabilities is recognized as other expense or other income, respectively. The reclassification of a contract is
reassessed at each balance sheet date. If a contract is reclassified from permanent equity to an asset or a liability, the
change in the fair value of the contract during the period the contract was classified as equity is accounted for as an
adjustment to equity. If a contract is reclassified from an asset or liability to equity, gains or losses recorded to
account for the contract at fair value during the period that contract was classified as an asset or a liability are not
reversed but instead are accounted for as an adjustment to equity.

Revenue Recognition

The recognition of revenues requires judgment, including whether a sale includes multiple elements, and if so,
whether vendor-specific objective evidence (VSOE) of fair value exists for those elements. Customers receive certain
elements of Waytronx products over a period of time. These elements include licensing rights to manufacture and sell
our proprietary patent protected products. The ability to identify VSOE for those elements and the fair value of the
respective elements could materially impact the amount of earned and unearned revenue. Waytronx does not have any
history as to the costs expected to be incurred in granting licensing rights relating to its products. Therefore, revenues
may be recorded that are not in proportion to the costs expected to be incurred in performing these services.

Revenues in connection with electronic devices and component sales by CUI, Inc. are recognized at the time the
product is shipped to the customer.

Revenues in connection with product sales by CUI Japan and Comex Electronics are recognized at the time the
product is shipped to the customer. VSOE sales also exist for CUI Japan and Comex Electronics related to the

development of product for specific customers. The ability to identify VSOE for those elements and the fair value of
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the respective elements could materially impact the amount of earned and unearned revenue. VSOE sales are invoiced
according to the related sales agreements.

10
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Shipping and Handling Costs
Amounts billed to customers in sales transactions related to shipping and handling represent revenues earned for the
goods provided and are included in sales. Costs of shipping and handling are included in cost of revenues.

Stock issued for services to other than Employees

Common stock, stock options and common stock warrants issued to other than employees or directors are recorded on
the basis of their fair value, as required by FASB ASC 505, which is measured as of the date required by FASB ASC
505, “Equity — Based Payments to Non-Employees”. In accordance with FASB ASC 505, the stock options or common
stock warrants are valued using the Black-Scholes option pricing model on the basis of the market price of the
underlying common stock on the “valuation date,” which for options and warrants related to contracts that have
substantial disincentives to non-performance is the date of the contract, and for all other contracts is the vesting date.
Expense related to the options and warrants is recognized on a straight-line basis over the shorter of the period over
which services are to be received or the vesting period. Where expense must be recognized prior to a valuation date,
the expense is computed under the Black-Scholes option pricing model on the basis of the market price of the
underlying common stock at the end of the period, and any subsequent changes in the market price of the underlying
common stock up through the valuation date is reflected in the expense recorded in the subsequent period in which
that change occurs.

Foreign Currency Translation

The financial statements of the Company's foreign offices have been translated into U.S. dollars in accordance with
FASB ASC 830, “Foreign Currency Matters” (FASB ASC 830). All balance sheet accounts have been translated using
the exchange rate in effect at the balance sheet date. Income statement amounts have been translated using an
appropriately weighted average exchange rate for the year. The translation gains and losses resulting from the changes
in exchange rates during 2009 have been reported in accumulated other comprehensive income, except for gains and
losses resulting from the translation of intercompany receivables and payables, which are included in earnings for the
period.

Segment Reporting

Upon the acquisition of CUI, Inc., CUI Japan and Comex Electronics, Waytronx now has operating segments to
report. The Company has identified five operating segments based on the products offered. The five segments are
External Power, Internal Power, Industrial Controls, Comex/CUI Japan and Other. The External Power segment is
focused primarily on sales of external power supplies and related components. The Internal Power segment is focused
primarily on sales of internal power supplies and related components. The Industrial Controls segment is focused
primarily on sales of encoding devices and related components. The Comex/CUI Japan segment is focused on the
sales of Comex and CUI Japan products. The Other category represents activity of segments that do not meet the
threshold for segment reporting and are combined.

The following information is presented for the nine months ended September 30, 2009 for operating segment activity:
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External Internal Industrial Comex /
Power Power Controls CUI Japan Other Totals
Revenues from external
customers $ 11,126,205 $ 4,923,076 $ 2,119,030 $ 1,028,172 $ 921,057 $ 20,117,540
Intersegment revenues $ - $ - $ -3 - $ - $ -
Derivative income $ - $ -3 - $ -3 - $ -
Interest revenues $ - $ - $ - $ 79 13,918 $ 13,925

Equity in losses of
unconsolidated affiliate  $ - $ -3 - $ - S (55,033) $ (55,033)
Interest expense - intrinsic
value of convertible
debt and amortization of

debt discount $ -3 -3 - $ - $ 2,354,786 $ 2,354,786
Interest expense $ - $ - $ - $ 15,258 $ 1,174,407 $ 1,189,665
Depreciation and

amortization $ - $ - $ -3 8777 $ 496,301 $ 505,078
Segment profit (loss) $ 2687725 $ 707,323 $ 123,697 $ (2,368) $ (6,396,543) $ (2,880,166)
Other significant non-cash

items:

Stock, warrants and notes

issued for

compensation and

services $ - $ -3 - $ - $ 431913 $ 431,913
Impairment of goodwill ~ $ - $ - $ -3 - $ 10,698,169 $ 10,698,169
Impairment of patents $ - $ - $ - $ - $ 136,811 $ 136,811
Gain on debt

extinguishments $ - $ - $ -3 - $ 11,834,055 $ 11,834,055
Segment assets $ -3 -3 - $ 3,270,484 $ 35,471,271 $ 38,741,755
Foreign currency

translation adjustments $ - $ -3 - $ (400D $ -3 (24,001)
Acquisition of Comex

Electronics and CUI Japan $ - $ - $ - $ - $ 103,589 $ 103,589
Expenditures for segment

assets $ - $ - $ -3 513 $ 318,304 $ 318,817

The following information is presented for the nine months ended September 30, 2008 for operating segment activity
(the Comex/CUI Japan segment did not exist in 2008 and as such is excluded from the following schedule):

External Internal Industrial

Power Power Controls Other Totals
Revenues from external
customers $ 8,006,663 $ 2992706 $ 1,419,739 $ 581,838 $ 13,000,946
Intersegment revenues $ -3 - $ - $ - $ -
Derivative income $ - $ - $ - $ 2831,688 $ 2,831,688
Interest revenues $ -3 -3 -3 17,127 $ 17,127
Equity in losses of
unconsolidated affiliate $ - $ - $ -8 (2,305) $ (2,305)
Interest expense - intrinsic ~ $ - $ -3 - $ 1,247,565 $ 1,247,565

value of convertible debt and
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amortization of debt discount

Interest expense $ -3 - $ -3 886,396 $ 886,396
Depreciation and

amortization $ -3 -3 -3 352,820 $ 352,820
Segment profit (loss) $ 2,192,263 $ 430,295 $§ 124,563 $ (2,294,646) $ 452,475
Other significant non-cash

items:

Stock, warrants and notes

issued for compensation and

services $ $ $ -3 669,634 $ 669,634
Segment assets $ -3 -3 - $ 47,141,653 $ 47,141,653
Acquisition of CUI, Inc. $ $ $ - $ 37,500,000

Expenditures for segment

assets $ -3 -3 -3 97,118 $ 97,118

Only the Comex/CUI Japan and Other operating segments hold assets individually. The External Power, Internal
Power and Industrial Controls operating segments do not hold assets individually as segment assets as they utilize the
Company assets held in the Other segment.

Reclassification

Certain amounts from prior period have been reclassified to conform to the current period presentation.
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Recent Accounting Pronouncements

In May 2009, the FASB issued FASB Accounting Standards Codification No. 855 “Subsequent Events” (“FASB ASC
855”). FASB ASC 855 establishes general standards of accounting for and disclosure of events that occur after the
balance sheet date but before financial statements are issued or are available to be issued. FASB ASC 855 sets forth
(1) The period after the balance sheet date during which management of a reporting entity should evaluate events or
transactions that may occur for potential recognition or disclosure in the financial statements, (2) The circumstances
under which an entity should recognize events or transactions occurring after the balance sheet date in its financial
statements and (3) The disclosures that an entity should make about events or transactions that occurred after the
balance sheet date. FASB ASC 855 is effective for interim or annual financial periods ending after June 15, 2009. The
adoption of this statement did not have a material effect on the Company’s financial statements.

In June 2009, the FASB issued FASB Accounting Standards Codification No. 860 “Transfers and Servicing” (“FASB
ASC 860”). FASB ASC 860 improves the relevance, representational faithfulness, and comparability of the
information that a reporting entity provides in its financial statements about a transfer of financial assets; the effects of

a transfer on its financial position, financial performance, and cash flows; and a transferor’s continuing involvement, if
any, in transferred financial assets. FASB ASC 860 is effective as of the beginning of each reporting entity’s first
annual reporting period that begins after November 15, 2009, for interim periods within that first annual reporting
period and for interim and annual reporting periods thereafter. The Company is evaluating the impact the adoption of
FASB ASC 860 will have on its financial statements.

In June 2009, the FASB issued FASB Accounting Standards Codification No. 810 “Consolidation” (“FASB ASC 810™).
FASB ASC 810 improves financial reporting by enterprises involved with variable interest entities. FASB ASC 810

is effective as of the beginning of each reporting entity’s first annual reporting period that begins after November 15,
2009, for interim periods within that first