
CIRTRAN CORP
Form SB-2/A
August 04, 2006

================================================================================

          As filed with the Securities and Exchange Commission on August 3, 2006
                                           Registration Statement No. 333-128549

                     U.S. SECURITIES AND EXCHANGE COMMISSION
                             WASHINGTON, D.C. 20549
                                ----------------

                                    FORM SB-2

             REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933
                          PRE-EFFECTIVE AMENDMENT NO. 7

                                 ---------------
                               CIRTRAN CORPORATION
                         (Name of issuer in its charter)
                                 ---------------
        Nevada                        3672                       68-0121636
(State of incorporation)   (Primary Standard Industrial       (I.R.S. Employer
                            Classification Code Number)      Identification No.)

                              4125 SOUTH 6000 WEST
                          WEST VALLEY CITY, UTAH 84128
                                 (801) 963-5112
    (Address and telephone number of registrant's principal executive offices
                        and principal place of business)

                                ----------------

                                 IEHAB HAWATMEH
                              4125 SOUTH 6000 WEST
                          WEST VALLEY CITY, UTAH 84128
                                 (801) 963-5112
            (Name, Address and telephone number of agent for service)

                                ----------------

                                   Copies to:

                             JEFFREY M. JONES, ESQ.
                            C. PARKINSON LLOYD, ESQ.
                             DURHAM JONES & PINEGAR
                          111 EAST BROADWAY, SUITE 900
                           SALT LAKE CITY, UTAH 84111
                                 (801) 415-3000

APPROXIMATE  DATE OF COMMENCEMENT  OF PROPOSED SALE TO THE PUBLIC:
From time to time after this Registration Statement becomes effective.

                                       1

If the securities  being  registered on this Form are being offered on a delayed
or continuous  basis pursuant to Rule 415 under the Securities Act of 1933 check
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registration statement for the same offering. [ ]
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----------------------------------------------------------------------------------------------
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                         ------------------                      ----------     ----------
    Totals               100,000,000 shares                      $3,000,000     $      354(4)
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(1)      All shares offered for resale by the Selling Shareholder.

(2)      Consisting of (i) up to 100,000,000  shares of common stock issuable to
         the Selling  Shareholder  upon  conversion  of the Company's 5% Secured
         Convertible Debenture.

(3)      The fee was  estimated  pursuant  to Rule  457(c)  under the Act on the
         basis of the  average of the bid and asked  price of  CirTran's  common
         stock as reported on the OTC Bulletin Board on September 6, 2005.

(4)      Fee paid with original filing. No additional fee due.

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  THIS  REGISTRATION  STATEMENT  SHALL  BECOME
EFFECTIVE ON SUCH DATE AS THE COMMISSION,  ACTING PURSUANT TO SAID SECTION 8(A),
MAY DETERMINE.
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                               CIRTRAN CORPORATION
                              A Nevada Corporation

                       100,000,000 Shares of Common Stock
                                $0.001 per share

This prospectus relates to the resale of up to 100,000,000 shares (the "Shares")
of  common  stock  of  CirTran  Corporation,  a Nevada  corporation.  One of our
shareholders,  Highgate  House  Funds,  Ltd.,  (the  "Selling  Shareholder")  is
offering all of the Shares covered by this prospectus.  The Selling  Shareholder
may receive shares in connection with conversions of our 5% Secured  Convertible
Debenture  (the  "Debenture")  sold to the  Selling  Shareholder  pursuant  to a
Securities  Purchase  Agreement  (the "Purchase  Agreement"),  discussed in more
detail herein. The Selling  Shareholder may elect to convert, at its option, all
or  part  of  the  principal  amount,  together  with  accrued  interest  on the
Debenture,  into shares of our common stock at a conversion  price  discussed in
more detail herein. This Prospectus,  and the registration statement of which it
is a part does not register the resale of any shares issued as interest  accrued
or accruable in connection  with the  Debenture.  The Selling  Shareholder  will
receive all of the proceeds from the sale of the Shares and we will receive none
of those proceeds. Highgate House Funds, Ltd. may be deemed to be an underwriter
of the Shares.

                            -------------------------

Investment  in the Shares  involves a high degree of risk.  You should  consider
carefully  the  risk  factors  beginning  on page 18 of this  prospectus  before
purchasing any of the Shares offered by this prospectus.

                            -------------------------

CirTran  Corporation common stock is quoted on the OTC Bulletin Board and trades
under the symbol "CIRT". The last reported sale price of our common stock on the
OTC  Bulletin  Board  on July 20,  2006,  was  approximately  $0.03  per  share.
Nevertheless,  the  Selling  Shareholders  do not  have to sell  the  Shares  in
transactions  reported on the OTC  Bulletin  Board,  and may offer their  Shares
through any type of public or private transactions.

                            -------------------------

Neither  the  Securities  and  Exchange  Commission  nor  any  state  securities
commission has approved or disapproved of these  securities,  or passed upon the
adequacy or accuracy of this prospectus. Any representation to the contrary is a
criminal offense.

                            -------------------------

                                 August ___, 2006
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CIRTRAN HAS NOT REGISTERED THE SHARES FOR SALE BY THE SELLING SHAREHOLDERS UNDER
THE SECURITIES LAWS OF ANY STATE.  BROKERS OR DEALERS EFFECTING  TRANSACTIONS IN
THE  SHARES  SHOULD  CONFIRM  THAT THE  SHARES  HAVE BEEN  REGISTERED  UNDER THE
SECURITIES  LAWS OF THE STATE OR STATES IN WHICH SALES OF THE SHARES OCCUR AS OF
THE  TIME OF SUCH  SALES,  OR THAT  THERE  IS AN  AVAILABLE  EXEMPTION  FROM THE
REGISTRATION REQUIREMENTS OF THE SECURITIES LAWS OF SUCH STATES.

THIS  PROSPECTUS IS NOT AN OFFER TO SELL ANY  SECURITIES  OTHER THAN THE SHARES.
THIS PROSPECTUS IS NOT AN OFFER TO SELL SECURITIES IN ANY CIRCUMSTANCES IN WHICH
SUCH AN OFFER IS UNLAWFUL.

CIRTRAN HAS NOT AUTHORIZED ANYONE,  INCLUDING ANY SALESPERSON OR BROKER, TO GIVE
ORAL OR WRITTEN INFORMATION ABOUT THIS OFFERING,  CIRTRAN, OR THE SHARES THAT IS
DIFFERENT FROM THE  INFORMATION  INCLUDED OR  INCORPORATED  BY REFERENCE IN THIS
PROSPECTUS.  YOU SHOULD NOT ASSUME THAT THE INFORMATION IN THIS  PROSPECTUS,  OR
ANY SUPPLEMENT TO THIS  PROSPECTUS,  IS ACCURATE AT ANY DATE OTHER THAN THE DATE
INDICATED ON THE COVER PAGE OF THIS  PROSPECTUS OR ANY SUPPLEMENT TO IT. IN THIS
PROSPECTUS, REFERENCES TO "CIRTRAN," "THE COMPANY," "WE," "US," AND "OUR," REFER
TO CIRTRAN CORPORATION AND ITS SUBSIDIARIES.
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Summary about CirTran Corporation and this offering

CirTran Corporation
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CirTran  Corporation is a Nevada  corporation  engaged in providing a mixture of
high and medium size  volume  turnkey  manufacturing  services  for  electronics
original equipment  manufacturers  ("OEMs") in the  communications,  networking,
peripherals, gaming, consumer products, telecommunications, automotive, medical,
and  semiconductor  industries.  These services include providing design and new
product   introduction   services,   just-in-time   delivery  on  low-volume  to
medium-volume   turnkey  and  consignment   projects,   and  other   value-added
manufacturing  services.  Our  manufacturing  processes  include the  following:
surface  mount  technology,   ball-grid  array  assembly  and   pin-through-hole
technology,  which are all methods of attaching electronic components to circuit
boards;   manufacturing   and  test   engineering   support   and   design   for
manufacturability; and in-circuit and functional test and full-system mechanical
assembly. We also design and manufacture Ethernet cards that are used to connect
computers  through  fiber  optic  networks  and market  these  cards  through an
international   network  of  distributors,   value-added  resellers  and  system
integrators.

We incorporated in Nevada in 1987 under the name Vermillion Ventures,  Inc., for
the purpose of acquiring other  operating  corporate  entities.  We were largely
inactive  until the year 2000,  when we  effected a reverse  split in our common
stock,  reducing our issued and outstanding shares to 116,004.  In July 2000, we
issued  10,000,000  shares of common stock to acquire,  through our wholly owned
subsidiary,  CirTran  Corporation  (Utah),  substantially  all of the assets and
certain liabilities of Circuit Technology,  Inc., a Utah corporation. The shares
we issued to Circuit  Technology in connection with the acquisition  represented
approximately  98.6% of our  issued and  outstanding  common  stock  immediately
following the acquisition.

Effective   August  6,  2001,  we  effected  a  1:15  forward  split  and  stock
distribution  which increased the number of our issued and outstanding shares of
common stock from  10,420,067 to  156,301,005.  We also increased our authorized
capital from 500,000,000 to 750,000,000 shares of common stock.

Our address is 4125 South 6000 West, West Valley City, Utah 84128, and our phone
number is (801) 963-5112.

This offering

On May 26, 2005, we entered into a securities  purchase agreement (the "Purchase
Agreement")  with Highgate House Funds,  Ltd., a Cayman Island exempted  company
("Highgate" or the "Selling  Shareholder"),  relating to the issuance by us of a
5% Secured  Convertible  Debenture,  due  December 31,  2007,  in the  aggregate
principal amount of $3,750,000 (the "Convertible Debenture").

In connection with the purchase of the Convertible Debenture, we used $2,265,000
to repay two promissory notes to Cornell Capital Partners,  LP ("Cornell"),  one
in the amount of $1,700,000,  and the other in the amount of $565,000.  Highgate
and  Cornell  have  the  same  general  partner,  Yorkville  Advisors,  but have
different portfolio managers.

We also paid a  commitment  fee of  $240,765,  a  structuring  fee of $10,000 to
Highgate,  and legal fees of $5,668.  As such, of the total  purchase  amount of
$3,750,000, the net proceeds to us were $1,228,567,  which we received following
the closing of the issuance of the Convertible Debenture. We used these proceeds
for general corporate and working capital purposes.

The  Convertible  Debenture bears interest at a rate of 5%. Highgate is entitled
to convert,  at its option,  all or part of the principal amount owing under the
Convertible  Debenture  into shares of our common  stock at a  conversion  price
equal to the lesser of (a) $0.10 per share, or (b) an amount equal to the lowest
closing bid price of the Common  Stock as listed on the OTC Bulletin  Board,  as
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quoted by Bloomberg L.P. for the twenty (20) trading days immediately  preceding
the conversion date. Except as otherwise set forth in the Convertible Debenture,

                                       5

Highgate's  right to  convert  principal  amounts  owing  under the  Convertible
Debenture into shares of our common stock is limited as follows:

         1.       Highgate  may  convert up to $250,000  worth of the  principal
                  amount plus accrued  interest of the Convertible  Debenture in
                  any  consecutive  30-day  period when the market  price of our
                  stock is $0.10 per share or less at the time of conversion;

         2.       Highgate  may  convert up to $500,000  worth of the  principal
                  amount plus accrued  interest of the Convertible  Debenture in
                  any  consecutive  30-day period when the price of our stock is
                  greater  than  $0.10  per  share  at the  time of  conversion,
                  provided,  however, that Highgate may convert in excess of the
                  foregoing amounts if we and Highgate mutually agree; and

         3.       Upon the  occurrence of an event of default (as defined in the
                  Convertible Debenture),  Highgate may, in its sole discretion,
                  accelerate  full repayment of all debentures  outstanding  and
                  accrued   interest   thereon  or  may,   notwithstanding   any
                  limitations  contained in the Convertible Debenture and/or the
                  Purchase  Agreement,  convert the  Convertible  Debenture  and
                  accrued  interest  thereon  into  shares of our  common  stock
                  pursuant to the Convertible Debenture.

A chart showing the number of shares issuable upon  hypothetical  conversions at
particular  conversion prices is set forth in the "Risk Factors" section on page
18.

Pursuant  to the  Convertible  Debenture,  interest is to be paid at the time of
maturity or conversion.  We may, at our option,  pay accrued interest in cash or
in shares of common stock. If paid in stock,  the conversion  price shall be the
closing  bid  price of the  common  stock on  either  (i) the date the  interest
payment is due; or (ii) if the  interest  payment is not made when due, the date
on which the interest payment is made.

We filed this  registration  statement to register the resale of shares issuable
to Highgate upon conversions by Highgate of the Convertible Debenture.  However,
this registration statement does not register the resale of any shares issued to
Highgate  as  payment of  interest  accrued on the  Convertible  Debenture,  and
neither  this  registration  statement  nor the  prospectus  may be used to sell
shares  issued to  Highgate as payment of  interest  accrued on the  Convertible
Debenture.

On June 15,  2006,  we entered  into an  agreement  with  Highgate  to amend the
registration  rights  agreement,  pursuant  to which we  agreed  to use our best
efforts to have the registration  statement declared effective by July 31, 2006.
Under  the  amendment,  if the  registration  statement  has not  been  declared
effective  by July 31,  2006,  Highgate  may  declare  us in  default  under the
Convertible Debenture.

The number of shares issuable in connection with this registration  statement is
also  limited  by our  authorized  capital,  which  as of  July  20,  2006,  was
750,000,000  shares.  In other words,  we are not  authorized to issue more than
750,000,000  shares of our common  stock,  irrespective  of how many  shares are
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covered by this  registration  statement and prospectus,  unless we increase our
authorized capital, as discussed below in the "Risk Factors" section on page 22.

The terms of the Convertible  Debenture include and set forth other information,
including  certain  limitations on conversions by Highgate and redemption of the
Convertible  Debenture,  all  discussed  more  fully  below in the  Section  "5%
Convertible  Debenture."  Additionally,  in connection  with the issuance of the
Convertible  Debenture,  we entered into  additional  agreements  with Highgate,
including a registration rights agreement,  a security agreement,  and an escrow
agreement,  all  discussed  more  fully  below in the  Section  "5%  Convertible
Debenture."
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Recent Developments

Diverse Media Group

On March  21,  2006,  the  Company  issued a press  release  "CirTran  Forms New
Division  to  Serve  Direct  Response  and  Entertainment  Industries."  The new
division will concentrate its efforts on product  marketing,  production,  media
funding  and   merchandise   manufacturing   services   working  as  a  complete
vertically-integrated  platform that can augment our  manufacturing  services in
the direct response industry.  Our experience in this industry over the past two
years  has  taught  us that  there is a need for a single  source  solution.  In
addition,  we feel it  will  help us  capture  additional  business  that  might
otherwise had been lost at the manufacturing level allowing us to participate in
all additional areas.

CirTran Products Division

On December 2, 2005,  we announced  that we had formed a new  division,  CirTran
Products, which will offer products for sale at retail. The new division will be
run from our new Los Angeles  office,  with Trevor  Saliba,  our executive  vice
president for  worldwide  business  development,  working to develop  sales.  We
anticipate that consumer products built by our CirTran Asia subsidiary,  as well
as other products which we plan to acquire, will be available for retail sale in
2006

CirTran Products was established to pursue manufacturing relationships on both a
contracted and proprietary basis in the consumer products industry.  Proprietary
products will be product lines where the intellectual property (logo, trade name
etc.) are owned by  CirTran  Products  as well as  exclusively  manufactured  by
CirTran  Corporation.  The marketing efforts may also be managed  exclusively by
CirTran, or CirTran may choose to engage third party consultants or partner with
an independent  marketing firm. CirTran Products also intends to pursue contract
manufacturing  relationships in the consumer products industry which can include
product lines including:  home/garden,  kitchen,  health/beauty,  toys, licensed
merchandise  and apparel for film,  television,  sports and other  entertainment
properties.  Licensed  merchandise  and  apparel can be defined as any item that
bears the image of,  likeness,  or logo of a product sold or  advertised  to the
public.   Licensed  merchandise  and  apparel  are  sold  and  marketed  in  the
entertainment (film and television) and sports (sports  franchises)  industries.
As of July 20, 2006, we had  concentrated our product  development  efforts into
three areas, home/kitchen appliances,  beauty products and licensed merchandise.
We anticipate  that these products will be introduced  into the market under one
uniform  brand  name or under a  separate  trademarked  names  owned by  CirTran
Products.
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Additional Convertible Debenture Transaction

         On December 30, 2005, we entered into a securities  purchase  agreement
(the "Purchase  Agreement")  with Cornell Capital  Partners,  a Delaware limited
partnership ("Cornell Capital"),  relating to the issuance by us of a 5% Secured
Convertible  Debenture,  due July 30, 2008, in the aggregate principal amount of
$1,500,000 (the "Cornell Debenture").

         We also paid a commitment  fee of $120,000,  and a  structuring  fee of
$10,000 to Cornell Capital. As such, of the total purchase amount of $1,500,000,
the net proceeds to us were  $1,370,000.  We will use these proceeds for general
corporate and working capital purposes, in our discretion.

         The Cornell  Debenture  bears interest at a rate of 5%. Cornell Capital
is entitled to convert, at its option, all or part of the principal amount owing
under the Debenture  into shares of the  Company's  common stock at a conversion
price equal one hundred  percent  (100%) of the lowest  closing bid price of the
Common Stock as listed on the OTC Bulletin  Board,  as quoted by Bloomberg  L.P.
for the twenty (20) trading days  immediately  preceding  the  Conversion  Date,
subject  to  certain  restrictions  and  limitations  set  forth in the  Cornell
Debenture.

         Under  the  terms of the  Cornell  Debenture,  except  upon an event of
default as defined in the Cornell Debenture, Cornell Capital may not convert the
Cornell  Debenture  for a number of  shares  of  common  stock in excess of that

                                       7

number of shares of common stock which,  upon giving effect to such  conversion,
would cause the aggregate number of shares of Common Stock beneficially owned by
Cornell Capital and its affiliates to exceed 4.99% of the outstanding  shares of
the common stock following such conversion.

         Pursuant to the Cornell  Debenture,  interest is to be paid at the time
of maturity or conversion.  We may, at our option,  pay accrued interest in cash
or in shares of our common stock. If paid in stock,  the conversion  price shall
be the closing bid price of the common stock on either (i) the date the interest
payment is due; or (ii) if the  interest  payment is not made when due, the date
on which the interest payment is made.

         Also pursuant to the Cornell Debenture, we have the right to redeem, by
giving 3 days'  written  notice to  Cornell  Capital,  a  portion  or all of the
Cornell Debenture then outstanding by paying an amount equal to one hundred five
percent  (105%) of the amount  redeemed plus interest  accrued  thereon.  In the
event that we redeem only a portion of the outstanding  principal  amount of the
Cornell Debenture,  Cornell Capital may convert all or any portion of the unpaid
principal  or  interest  of the  Cornell  Debenture  not being  redeemed  by us.
Additionally, if after the earlier to occur of (x) fifteen (15) months following
the date of the  purchase  of the  Cornell  Debenture  or (y) twelve (12) months
following  the date on which the  initial  registration  statement  is  declared
effective, all or any portion of the Cornell Debenture remains outstanding, then
we, at the  request of Cornell  Capital,  are  required  to redeem  such  amount
outstanding  at the rate of five hundred  thousand  dollars  ($500,000) per each
30-day period. Finally, upon the occurrence of an event of default as defined in
the Cornell Debenture, Cornell Capital can convert all outstanding principal and
accrued  interest  under  the  Cornell  Debenture  irrespective  of  any  of the
limitations set forth in the Cornell  Debenture  and/or the Purchase  Agreement,
and in such event, all such principal and interest shall become  immediately due
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and payable.

         In connection with the Purchase  Agreement,  we also agreed to grant to
Cornell  Capital  warrants  (the  "Cornell  Warrants")  to  purchase  up  to  an
additional  10,000,000  shares of our common stock. The Cornell Warrants have an
exercise  price of $0.09 per  share,  and  expire  three  years from the date of
issuance. The Cornell Warrants also provide for cashless exercise if at the time
of exercise there is not an effective  registration  statement or if an event of
default has occurred.

         Additionally, we entered into an investor registration rights agreement
(the "Registration Rights Agreement") with Cornell Capital, pursuant to which we
agreed to file,  within 120 days of the  closing of the  purchase of the Cornell
Debenture,  a  registration  statement  to register  the resale of shares of our
common  stock  issuable  to  Cornell  Capital  upon  conversion  of the  Cornell
Debenture.  We  agreed  to  register  the  resale  of up to  42,608,696  shares,
consisting of 32,608,696 shares underlying the Cornell Debenture, and 10,000,000
shares  underlying  the Cornell  Warrants.  We agreed to keep such  registration
statement  effective  until all of the shares  issuable  upon  conversion of the
Cornell  Debenture  have  been  sold.  In the  event  that we  issue  more  than
32,608,696 shares of its common stock upon conversion of the Cornell  Debenture,
we will file additional registration statements as necessary.

         On June 15, 2006,  we entered  into an agreement  with Cornell to amend
the  registration  rights  agreement,  pursuant  to which we  agreed to file the
registration  statement  not later  than  August 15,  2006,  instead of 120 days
following  the  closing of the  issuance  of the  Cornell  Debenture.  Under the
amendment,  if the registration statement has not been filed by August 15, 2006,
Cornell may declare us in default under the Cornell Debenture.

         We also entered into a security  agreement (the  "Security  Agreement")
with Cornell  Capital,  pursuant to which we granted a second position  security
interest in all of our property, including goods; inventory; contract rights and
general intangibles;  documents, receipts, and chattel paper; accounts and other
receivables;  products and proceeds;  and any interest in any subsidiary,  joint
venture, or other investment interest to secure our obligation under the Cornell
Debenture and the related agreements.

         We also entered into an escrow agreement (the "Escrow  Agreement") with
Cornell  Capital  relating  to the holding  and  disbursement  of payment of the
purchase price of the Cornell  Debenture and cash payments made by us in payment
of the  obligations  owing under the Cornell  Debenture.  We agreed with Cornell
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Capital  to  appoint  David  Gonzalez  as the  Escrow  Agent  under  the  Escrow
Agreement.

         By way  of  background,  we  have  previously  entered  into  financing
transactions with Cornell Capital.  In April 2003, we had entered into an equity
line of credit agreement with Cornell Capital, pursuant to which we drew a total
of  $2,150,000 on the equity line,  and issued a total of  57,464,386  shares of
common stock to Cornell  Capital.  In May 2004, we entered into a standby equity
distribution  agreement with Cornell  Capital,  but the agreement was terminated
before any funds were drawn or any shares  were  issued.  Between  June 2003 and
January 2005,  Cornell Capital loaned to us an aggregate of $5,595,000  pursuant
to promissory notes issued to Cornell Capital.  These notes were paid in full by
May 2005.
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         Highgate  House  Funds,   Ltd.,  a  Cayman  Island   exempted   company
("Highgate"),  who is the Selling Shareholder under this registration statement,
and Cornell Capital have the same general partner,  Yorkville Advisors, but have
different  portfolio  managers.  Additionally,  the escrow  agent  appointed  in
connection  with the  purchase  and sale of both the Cornell  Capital  debenture
transaction and the Highgate debenture transaction is David Gonzalez,  who is an
officer of Cornell Capital.

         The Company does not anticipate that it will use any of the proceeds of
the sale of the Cornell Debenture to Cornell Capital to repay the debenture sold
to Highgate.

Exclusive Manufacturing Agreement

On December  28,  2005,  we signed an  Exclusive  Manufacturing  Agreement  (the
"Agreement") with Arrowhead Industries, Inc. ("Arrowhead"), pursuant to which we
will become the exclusive  manufacturer of a tool for assisting with the removal
of door hinges called the "Hinge Helper" (the  "Product").  Under the Agreement,
Arrowhead  agreed to buy the Product  exclusively  from us for the period of the
Agreement,  which is three years.  The Product will be  manufactured by us or by
sub-manufacturers selected by us.

The Agreement provides that Arrowhead will own all right, title, and interest in
the Product, and will sell and market the Product under its trademarks,  service
marks, or trade names.

On January 9, 2006, we issued a press release which  referred,  in the title, to
the Agreement as a "$22 Million Exclusive  Manufacturing  Agreement." The dollar
amount referenced  relates to the potential amount of income or revenue which we
may receive over the anticipated life of the Agreement.

CirTran  announced  on January 9, 2006,  that  Arrowhead  Industries,  Inc.,  of
Windermere,  Florida,  had awarded us an exclusive  contract to manufacture  its
patented Hinge Helper (TM)  do-it-yourself  utility tool for the home. The Hinge
Helper  will  be  manufactured  by  CirTran-Asia,   the  Company's   China-based
subsidiary.  The exclusive  manufacturing  contract for the product is for three
years.  Arrowhead  has filmed a Hinge Helper  infomercial  for TV with an airing
date scheduled for late April.

The  Hinge  Helper is a unique  hand  tool  designed  and  developed  for use by
household  customers as well as tradesmen.  Recognized by the U.S. Patent Office
(#6,308,390  B1),  its  trademark  and  patent  are owned by and  registered  to
Arrowhead.  The specific  advantage of the Hinge Helper is its  ease-of-use  and
simplistic  design. It can be applied to any residential hinge on wood, metal or
composite  doors,  and is  being  manufactured  with  highly-durable  materials,
enabling it to carry a lifetime guarantee.

The contract is for three years,  and Arrowhead  agreed to purchase a minimum of
ten million (10,000,000) units of the Product (the "Minimum Quantity"),  subject
to the terms and conditions of the Agreement.  Arrowhead and CirTran have agreed
on the Minimum Quantity in good faith, although the parties acknowledged that in
certain  circumstances  described  in  the  agreement,   the  agreement  may  be
terminated prior to the sale of the entire Minimum Quantity. Arrowhead agreed to
submit  purchase orders for the Product from time to time in accordance with the
terms  of the  agreement.  Arrowhead  agreed  to pay  CirTran  for  the  Product
purchased at the prices  ranging from $2.95 to $1.90 per unit,  depending on the
cumulative  number of units of Product  which have been  purchased by Arrowhead.

                                       9
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Arrowhead  will also be entitled to a rebate equal to 10% of the purchase  Price
paid for Product in the previous Tier.  Rebates will be payable only in the form
of a credit memo against future purchases.  Rebate credit memos will not be paid
in cash and may not be applied against outstanding  balances.  We will calculate
eligibility for the Rebate as soon as practicable following the end of the month
in which a new Tier is entered.

We have  produced hand made  samples,  which have been sent to Arrowhead.  These
were approved and we are awaiting final approval for the production samples that
were  supplied  at the end of March  2006..  Once  the  production  samples  are
approved, we will start production according to the release schedule that should
be provided by Arrowhead shortly thereafter.

Aegis Assessments

On March 14th, 2006, we announced that we had received a $250,000 order to build
and  deliver  the  first  production  run of the next  generation  SafetyNet(TM)
RadioBridge(TM)  which we  redesigned  at the  request  and on  behalf  of Aegis
Assessments,  Inc., a Scottsdale,  Arizona-based  homeland security  contractor.
Since the  announcement,  we have been procuring  materials to  manufacture  the
units  and ship to Aegis so they can  start  fulfilling  their  orders  to their
customers.  We delivered the new,  redesigned units and received payment in full
from Aegis in April 2006.

Settlement of Legal Proceedings

On April 12th,  2006, we announced  that we had settled all major  litigation in
which we were a defendant.  These  litigation  matters had been described in our
previous SEC filings and were settled for less than the original  claims against
us. We were able to settle these cases with a total cash outlay of only $200,000
after originally having exposure of up to $4.25 million.  We settled with Howard
Salamon, a financial consultant who originally sued us for $1.75 million through
the  issuance  of 4 million  restricted  shares  and a warrant  to  purchase  an
additional 7 million shares  exercisable at $.05 per share.  We also settled our
dispute with  Sunborne XII, LLC, a Colorado  limited  liability  company and the
owner of a building  in Colorado  Springs,  Colorado,  to which we expanded  our
operations in the late 1990s, for $200,000 in cash.  Sunborne's claim originally
ranged up to $2.5 million.  Both  settlements were reached in February 2006. Our
subsidiary,  CirTran  Asia,  will  continue to proceed  with its action  against
International Edge, Inc., Michael Casey Enterprises,  Inc., Michael Casey, David
Hayek, and HIPMG, Inc., as discussed below under "Legal Proceedings."

Real Deal Grill

On April  18th,  2006,  we  announced  that we had  joined  forces  with  former
heavyweight  champion  Evander  Holyfield  to market and promote  "The Real Deal
Grill(TM),"  a new  electric  indoor/outdoor  cooking  product to be sold via TV
infomercials.   We  arranged  with  the  former  champion's  company,  Holyfield
Management,  Inc.,  of Georgia,  for his  services to promote the product and to
film a series  of TV  infomercials  featuring  Mr.  Holyfield  and The Real Deal
Grill,  which are scheduled to be filmed in Florida in May 2006.  Mr.  Holyfield
will receive a talent fee for all units sold.

HBD/Reliant Agreement

On April 19, 2006, we announced that we had signed an agreement relating to "The
Real Deal Grill(TM) (the "Grill"),  which will initially be sold on TV worldwide
and endorsed by Evander Holyfield,  the four-time heavyweight boxing champion of
the world. The agreement was signed with Harrington Business Development ("HBD")
of St.  Petersburg,  Florida,  giving  HBD the rights to market the Grill in the
Americas and Japan (the  "Territory").  Under the contract,  HBD will  initially

Edgar Filing: CIRTRAN CORP - Form SB-2/A

11



market the Grill on TV through  infomercials in the U.S., Canada,  South America
and Japan,  which will be filmed in Florida featuring Mr.  Holyfield.  Under the
terms of the  contract,  we have paid  one-half  of the costs of  producing  the
initial infomercial,  in the amount of $37,500.  Under the contract, HBD granted
to us the  right to use the raw  footage,  including  audio and  video,  for the
initial  infomercial to produce  infomercials  or other  advertisements  for the
Grill for use solely outside of the Territory. The agreement has an initial term
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of 3 years  and may be  renewed.  HBD is part  of  Reliant  International  Media
Corporation  ("Reliant"),  a full-service  direct  response  company  founded by
industry  pioneers and leaders Tim and Kevin  Harrington.  The Harringtons,  who
have been in the direct response industry since the early 1980's,  have produced
long and short form infomercials for products in numerous categories, which have
been seen on TV around the world.

In further consideration for use of the Infomercial footage, we agreed to pay to
HBD a royalty of $2.00 per unit of product on all  products  sold outside of the
territory covered by the agreement (consisting of North America,  South America,
and Japan) by the Company or  sublicensees of the  Infomercial  footage,  net of
returns and warranty  replacements.  For purposes of this royalty obligation,  a
unit of product consists of the Real Deal Grill itself including any accessories
included in the price of the grill.  The royalty to HBD for any  accessories  or
options which are advertised in the Infomercial and which may be sold separately
shall be 10% of the  wholesale  price for such items  received  by the  Company.
Sales will be calculated  on a cash basis,  and royalties are due within 14 days
of the receipt of payment by the Company for the product.

As of July 20, 2006, we had not received any purchase orders for the Grill,  the
infomercial had not been filmed,  and we had not begun  manufacturing the Grill.
Once we receive the initial  purchase  order,  we anticipate  that we will begin
manufacturing, although there can be no guarantee that HBD or Reliant will place
any  orders  or that we will  receive  the  maximum  amount  possible  under the
agreement,  announced as $30 million,  which assumed that HBD would purchase $30
million worth of the Grill.

Diverse Talent Group Agreement

On May 26, 2006,  Diverse  Media Group Corp.  ("DMG") a Utah  corporation  and a
wholly-owned  subsidiary of CirTran Corporation,  entered into an assignment and
exclusive  services  agreement  (the "Services  Agreement")  with Diverse Talent
Group,  Inc., a California  corporation,  ("DT  Group") and  Christopher  Nassif
("Nassif" and together  with DT Group,  "DT").  The Services  Agreement was made
effective as of April 1, 2006 (the "Effective  Date").  The term of the Services
Agreement is for five years, and expires on March 31, 2011.

Prior to entering into the Services  Agreement,  Nassif and DT Group  operated a
talent agency in Los Angeles, California, with extensive industry contacts. DMG,
a  subsidiary  of the  Company,  was  seeking to  commence a  diversified  media
business of product  marketing,  infomercial  production,  media  financing  and
product  merchandising   services  to  the  Direct  Response  and  Entertainment
Industries.

Pursuant  to the  Services  Agreement,  DMG and DT  entered  into  an  exclusive
operations  relationship  whereby  DMG agreed to  outsource  its  talent  agency
operations to DT and to provide financing to DT to assist in DT's growth.  Under
the  Services  Agreement,  DMG and DT  created a  relationship  whereby DT would
operate exclusively under the DMG business structure.
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Pursuant  to the  Services  Agreement,  DT agreed to provide  all  creative  and
operational  needs of DMG's talent division.  DT agreed to supply these services
exclusively  to DMG.  Additionally,  all  gross  revenues  generated  from  DT's
operations after the Effective Date are to be paid to DMG.

At the time of signing the Services Agreement, DMG paid to DT an initial payment
of $50,000 in consideration of the following:

         -        the right to use the name "Diverse" and be associated with the
                  existing reputation of DT;
         -        the right to obtain DT's services on an exclusive basis;
         -        all accounts receivable and contracts receivable of DTGroup as
                  of the Effective Date; and
         -        the assignment by DT of certain talent contracts.

As  future  compensation  for  services  provided,  DMG  agreed  to  pay to DT a
percentage of the gross profits for the talent contracts entered into between DT
and its clients.  The percentage ranges from 62.5% to 85%, depending on the type
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of talent  contract and the amount of gross  compensation  paid under the talent
contract.

In connection  with the Services  Agreement,  Nassif  entered into an employment
agreement (the "Employment  Agreement") with DMG. Nassif's continued  employment
with DMG is an express condition of the Services Agreement. Under the Employment
Agreement,  DMG agreed to cause to be issued to DT options  (the  "Options")  to
purchase a total of 2,500,000  shares of the  Company's  common  stock,  with an
exercise price of $0.045 per share.  The Options will expire five years from the
date of grant if not exercised  prior to that date. The Options vest as follows:
500,000 on the date of grant, and an additional 500,000 on each of the next four
anniversaries of the Effective Date,  subject to Nassif's  continued  employment
with DMG.

Additionally,  Nassif will receive 5% of the gross margin received by DMG on any
new business  opportunities  generated for DMG through Nassif's personal efforts
and contacts (the "New  Business  Payments").  The New Business  Payments may be
made in cash or in shares of the Company's  restricted common stock,  subject to
compliance with all applicable securities laws.

DMG also agreed in the  Services  Agreement  to provide  financing to DT, in the
form of a non-interest-bearing  capital line of credit (the "Capital Line"), not
to exceed $200,000,  pursuant to a loan agreement (the "Loan Agreement"). DT may
make  weekly  draws  not to  exceed  $20,000,  on terms as set forth in the Loan
Agreement.

In  connection  with the Loan  Agreement,  DT and DMG  entered  into a  security
agreement  (the  "Security  Agreement"),  pursuant  to which DT granted to DMG a
security  interest (the "Security  Interest") in all of the personal property of
DT, including  inventory,  accounts,  equipment,  general  intangibles,  deposit
accounts,  and  other  items  listed in the  Security  Agreement.  The  Security
Interest secures DT's obligations to DMG under the Capital Line.

Also in  connection  with the  Loan  Agreement,  Nassif  provided  a  fraudulent
transaction  guarantee  (the  "Guarantee"),  pursuant to which Nassif  agreed to
indemnify  DMG and its  officers,  affiliates,  and others  against  any damages
arising out of any fraudulent actions by DT.
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May 2006 Private Offering

On May 24, 2006, we closed a private placement of shares of our common stock and
warrants (the "Private  Offering").  Pursuant to a securities purchase agreement
(the "Agreement"),  we sold Fourteen Million, Two Hundred Eighty-five  Thousand,
Seven Hundred Fifteen  (14,285,715) shares of our Common Stock (the "Shares") to
ANAHOP, Inc., a California corporation (the "Purchaser"). The consideration paid
for the Shares was One Million Dollars ($1,000,000).  There were no underwriting
discounts.  In addition to the Shares,  we issued  warrants (the  "Warrants") to
designees of the Purchaser as follows:

         -        A  warrant  to  purchase  up to  10,000,000  shares,  with  an
                  exercise price of $0.15 per share,  exercisable  upon the date
                  of issuance, to Albert Hagar.
         -        A warrant to purchase up to 5,000,000 shares, with an exercise
                  price  of  $0.15  per  share,  exercisable  upon  the  date of
                  issuance, to Fadi Nora.
         -        A warrant to purchase up to 5,000,000 shares, with an exercise
                  price  of  $0.25  per  share,  exercisable  upon  the  date of
                  issuance, to Fadi Nora.
         -        A  warrant  to  purchase  up to  10,000,000  shares,  with  an
                  exercise price of $0.50 per share, to Albert Hagar.

The Warrants  have exercise  prices  ranging from $0.15 to $0.50 as noted above,
and are  exercisable  as of the date of issuance and through and  including  the
date which is five years  following the date on which our Common Stock is listed
for trading on either the Nasdaq Small Cap Market,  the Nasdaq  Capital  Market,
the American Stock  Exchange,  or the New York Stock  Exchange (the  "Expiration
Date").

With  respect to the  shares  underlying  the  Warrants,  we  granted  piggyback
registration  rights as follows:  (A) once all of the warrants  with an exercise
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price of $0.15 (the "Fifteen Cent Warrants")  have been exercised,  we agreed to
include in the next  registration  statement  that is filed by us the resales of
the shares  issued upon exercise of the Fifteen Cent  Warrants;  (B) once all of
the warrants with an exercise price of $0.25 (the  "Twenty-five  Cent Warrants")
have been  exercised,  we agreed to include in the next  registration  statement
that is filed by us the  resales  of the  shares  issued  upon  exercise  of the
Twenty-five  Cent  Warrants;  and (C) once all of the warrants  with an exercise
price of $0.50 (the "Fifty Cent  Warrants")  have been  exercised,  we agreed to
include in the next  registration  statement  that is filed by us the resales of
the shares issued upon exercise of the Fifty Cent Warrants. We did not grant any
registration rights with respect to the Shares.

The Shares and the Warrants were issued without  registration under the 1933 Act
in  reliance  on  Section  4(2) of the 1933 Act and the  rules  and  regulations
promulgated thereunder.  We intend to use the proceeds from the Private Offering
for working capital and general business purposes.

Closing and Approval of Asset Purchase Agreement

On June 6,  2006,  CirTran  Corporation  (the  "Company")  and  Advanced  Beauty
Solutions,  LLC ("ABS") closed a transaction (the "Asset Purchase")  whereby the
Company  purchased  certain  assets of ABS,  subject to the approval of the U.S.
Bankruptcy  Court  adjudicating  the  bankruptcy  proceedings  of ABS (the  "ABS
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Bankruptcy  Court").  On June 7, 2006, the ABS Bankruptcy Court entered an order
approving the Asset Purchase.

Background
----------

On January 19, 2005,  the Company  signed an Exclusive  Manufacturing  Agreement
with ABS, a California limited liability company, relating to the manufacture of
a flat iron hair  product in  California.  On July 7, 2005,  the Company  signed
another Exclusive  Manufacturing Agreement with ABS, relating to the manufacture
of a hair dryer product in California.

In early  October  2005,  the Company was notified that ABS had defaulted on its
obligation to its financing company.  Following the notice of ABS's default, the
Company  terminated the  agreements  for both products based on the default.  In
January  2006,  following  efforts to resolve the disputes with ABS, the Company
filed a lawsuit  against ABS,  claiming  breach of contract,  interference  with
contractual  relationships,  unjust  enrichment,  and fraud, and seeking damages
from ABS.

With  respect to the flat iron  products,  through  October  2005,  CirTran  had
shipped  directly to ABS  approximately  $4,746,000  worth of the  product,  and
CirTran  had  received  from  ABS or  its  finance  company  total  payments  of
approximately  $788,000.  In November  2005,  the Company  repossessed  from ABS
approximately  $2,341,000  worth of the  products in the United  States,  as the
Company was permitted to do pursuant to the agreement.

Since  November  2005,  the  Company  has been  pursuing  its  rights  under the
agreements  and has been  offering  the flat iron  product for sale  directly to
ABS's customers.  In doing so, the Company sold to ABS's international customers
directly  approximately  $426,000 worth of the flat iron product.  The shipments
have  all  been  paid in  full.  These  products  shipped  were  not part of the
repossessed inventory.

On January 24, 2006, ABS filed a voluntary  petition for relief under chapter 11
of the United States  Bankruptcy Code in the United States  Bankruptcy Court for
the Central  District of  California,  San Fernando  Valley  Division  (the "ABS
Bankruptcy  Court"),  Case No. SV 06-10076  GM. On January 30,  2006,  a hearing
("Hearing")  was held to consider the Emergency  Motion for Order  Approving the
Settlement  and Compromise of the Disputed  Secured Claims of Inventory  Capital
Group,  Inc.  ("ICG"),  and Media Funding  Corporation  ("MFC") (the "Settlement
Motion") filed by ABS. The continued  Hearing on the Settlement  Motion was held
on February 16, 2006,  at which time the  settlement  was  modified.  Prior to a
separate  hearing  held on March  24,  2006,  on ABS's  Motion  for  Order:  (1)
Approving Sale and Assignment of Substantially All Assets of the Estate Free and
Clear of Liens; (2) Approving  Assumption and Assignment of Leases and Executory
Contracts  Included in the Sale and Rejection of Leases and Executory  Contracts
Not Included in the Sale; and (3) Granting  Related Relief (the "Sale  Motion"),
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the settlement was further modified.

Pursuant to the Sale Motion,  the Company and ABS entered into  negotiations for
the purchase by the Company of certain of the assets and  assumption  of certain
of the obligations  (described more fully below) of ABS. Because ABS was subject
to the  jurisdiction  of the ABS  Bankruptcy  Court,  any agreement  between the
Company and ABS  relating to the sale of ABS's  assets had to be approved by the
ABS Bankruptcy Court.
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On June 6, 2006,  the Company and ABS signed an agreement  (the "Asset  Purchase
Agreement"),  subject to the ABS Bankruptcy  Court's approval.  On June 7, 2006,
the ABS Bankruptcy Court entered orders  approving the Asset Purchase  Agreement
and granting the Sale Motion,  and approving the  settlement  and  compromise of
certain disputed claims against ABS.

Pursuant  to the  settlement  of  ABS's  bankruptcy  proceedings  and the  Asset
Purchase Agreement, the Company has an allowed claim against the ABS's estate in
the amount of $2,350,000, of which $750,000 is to be credited to the purchase of
substantially  all of ABS's assets.  Under the settlement,  the Company shall be
allowed to  participate as a general  unsecured  creditor of ABS's estate in the
amount of $1,600,000 on a pari passu basis with the $2,100,000 general unsecured
claim of certain  insiders  of ABS and  subject to the prior  payment of certain
secured,  priority,  and  non-insider  claims  in the  amount  of  approximately
$1,507,011.

Under the Asset Purchase Agreement, the Company agreed to purchase substantially
all of ABS's assets in exchange for:

         (i)      a cash payment in the amount of $1,125,000;
         (ii)     a reduction of CirTran's  allowed claim in the Bankruptcy Case
                  by $750,000;
         (iii)    the assumption of any assumed liabilities; and
         (iv)     the  obligation  to pay ABS a royalty  equal to $3.00 per True
                  Ceramic  Pro  flat  iron  unit  sold  by  ABS  (the   "Royalty
                  Obligation").

The Assets include personal property;  intellectual property;  certain executory
contracts and unexpired leases; inventory;  ABS's rights under certain insurance
policies;  deposits and prepaid expenses; books and records;  goodwill;  certain
causes of action;  permits;  customer and supplier lists; and telephone  numbers
and listings (collectively, the "Assets").

Under  the  Asset  Purchase  Agreement,  the  Royalty  Obligation  is  capped at
$4,135,000.  To the extent  the  amounts  paid to ABS on account of the  Royalty
Obligation  equal less than $435,000 on the 2 year  anniversary  of the Closing,
then,  within  30 days of such  anniversary,  the  Company  agreed to pay ABS an
amount equal to $435,000 less the royalty  payments made to date. As part of the
settlement,  the Company agreed to exchange general releases with, among others,
ABS, Jason Dodo (the manager of ABS), Inventory Capital Group ("ICG"), and Media
Funding Corporation ("MFC"). The settlement also resolved a related dispute with
ICG in which ICG  assigned  $65,000  of its  secured  claim  against  ABS to the
Company.

Pursuant to the court-approved settlement, payments under the Royalty Obligation
will be made in the following order:

         (a)      The Royalty  Obligation  payments will be made  exclusively to
         ICG and MFC (collectively, the "Secured Parties") until (i) the Secured
         Parties  have  been  paid in full on  account  of  their  $1,243,208.44
         secured claim,  or (ii) the Secured  Parties have been paid $100,000 in
         payments under the Royalty Obligation, whichever comes first.

         (b)      The next $70,000 Royalty Obligation payments will be made to a
         service provider to ABS (in the amount of $50,000) and to an individual
         with an allowed claim (in the amount of $20,000).

         (c)      Following  the  payments to the Secured  Parties and others as
         set forth immediately above, the remaining Royalty Obligation  payments
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         will be used for  distribution to allowed general  unsecured claims not
         including  those of the Company and certain  insiders with unpaid notes
         (the "Insider Noteholders").

         (d)      Following  payments as set forth in (a),  (b),  and (c) above,
         the  Royalty  Obligation  payments  will be shared  pro rata  among the
         Insider   Noteholders   (with  a  total  allowed   aggregate  claim  of
         $2,100,000),  and the Company  (with a general  unsecured  claim in the
         amount of $1,600,000), until paid in full.

         The total  claims  against  ABS's  estate  that must be paid before the
Company begins to share in the Royalty Obligation payments is $435,000.

Marketing and Distribution Agreement

         On July 3, 2006,  we finalized a Marketing and  Distribution  Agreement
(the "MD Agreement")  with Media  Syndication  Global,  LLC, a Delaware  limited
liability  company  ("MSG").  The MD  Agreement  relates  to the  marketing  and
distribution  by MSG of a product  designed by Advanced  Beauty  Solutions,  LLC
("ABS"), which we purchased (as discussed above).

Background
----------

         In a Current  Report filed with the SEC on June 13, 2006,  we announced
that we had closed a  transaction  (the "Asset  Purchase")  whereby we purchased
certain  assets of ABS,  subject to the  approval of the U.S.  Bankruptcy  Court
adjudicating the bankruptcy proceedings of ABS (the "Bankruptcy Court"). On June
7, 2006, the Bankruptcy Court entered an order approving the Asset Purchase.

         Pursuant to the order entered by the Bankruptcy Court, we were required
to give to Tristar Products, Inc. ("Tristar") a first-right opportunity to enter
into a world-wide  marketing and  distribution  agreement with the Company.  The
term of the first-right period ended on July 3, 2006.

         Prior to the approval of the Asset  Purchase by the  Bankruptcy  Court,
and in anticipation of such approval,  we had entered into the MD Agreement with
MSG, subject to (A) the approval of the Asset Purchase by the Bankruptcy  Court;
(B) our completion of the purchase of ABS's assets; and (C) our failure to enter
into a  distribution  agreement  with Tristar.  We entered into the MD Agreement
with MSG on April 24, 2006,  although the effective date of the MD Agreement was
the  date  on  which  all  three   conditions   listed  above  were   satisfied.
Additionally,  the MD Agreement  provided to MSG the opportunity to perform test
marketing of the product, which was successfully completed.

         Pursuant  to  the MD  Agreement,  we  granted  to  MSG  the  exclusive,
world-wide rights to advertise,  promote, market, sell, and otherwise distribute
the True  Ceramic  Pro Bionic  hair  styler  (the  "Product"),  designed by ABS.
Additionally,  MSG agreed  that during the term of the MD  Agreement,  MSG would
purchase  100% of its  requirements  of the Product,  together with any products
that are substantially  similar to the Product (a "Similar  Product"),  from us.
MSG also  agreed  that it would not  purchase,  manufacture,  or cause any third
party to manufacture any Similar Product during the term of the MD Agreement and
for one year following the termination of the MD Agreement, except from us.

         Under the MD Agreement,  MSG is required to purchase an initial minimum
quantity of 10,000 units,  and yearly  quantities of at least 400,000 units. The
initial term of the MD Agreement is for three years from the effective  date. If
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MSG has purchased the required minimum  quantities  during the initial term, the
MD Agreement will renew for additional one-year terms.

         The MD Agreement may be terminated by either party upon 45 days' notice
to the other  party upon the breach by the other  party of any  material  terms,
covenants,  conditions,  or obligations under the MD Agreement.  However, if the
breach  upon which such  notice of  termination  is based  shall have been fully
cured to the  reasonable  satisfaction  of the  non-breaching  party within such
notice period,  then such notice of termination  shall be deemed  rescinded.  We
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agreed  with MSG that such right of  termination  was in  addition to such other
rights and remedies as the terminating party would have under applicable law.

         We agreed with MSG that all customer  lists,  price lists,  written and
unwritten marketing plans,  techniques,  methods and data, sales and transaction
data,  and other  information  designated or deemed either by MSG or us as being
confidential or a trade secret, would constitute confidential information of MSG
or CirTran,  respectively  ("Confidential  Information").  We agreed with MSG to
hold all Confidential  Information in the strictest confidence and shall protect
all  Confidential  Information with the same degree of care that MSG or we would
exercise with respect to its own proprietary information.

June 2006 Private Offering

         On June 30, 2006, we closed a second private placement of shares of our
common  stock  and  warrants  (the  "June  Private  Offering").  Pursuant  to  a
securities purchase agreement (the "June Agreement"), the Company agreed to sell
Twenty-Eight   Million,   Five  Hundred  Seventy-One   Thousand,   Four  Hundred
Twenty-Eight  (28,571,428)  shares of its Common  Stock (the "June  Shares")  to
ANAHOP.  The total  consideration  to be paid for the Shares will be Two Million
Dollars ($2,000,000) if all tranches of the sale close.

         Pursuant to the Agreement,  ANAHOP agreed to pay Three Hundred Thousand
Dollars  ($300,000)  at the  time of  closing,  and an  additional  Two  Hundred
Thousand  Dollars  ($200,000)  within 30 days of the closing.  (The  payments of
$300,000  and  $200,000  are  referred  to  collectively  as the "First  Tranche
Payment.") Upon the receipt of the First Tranche  Payment,  we agreed to issue a
certificate  or  certificates  to the  Purchaser  representing  7,142,857 of the
Shares.

         The remaining $1,500,000 is to be paid by ANAHOP as follows:

                  (i)      No later than thirty calendar days following the date
                           on  which  any  class of our  capital  stock is first
                           listed for  trading  on either  the Nasdaq  Small Cap
                           Market, the Nasdaq Capital Market, the American Stock
                           Exchange,  or the New  York  Stock  Exchange,  ANAHOP
                           agreed to pay an additional $500,000 to us; and

                  (ii)     No later than sixty  calendar days following the date
                           on  which  any  class of our  capital  stock is first
                           listed for  trading  on either  the Nasdaq  Small Cap
                           Market, the Nasdaq Capital Market, the American Stock
                           Exchange,  or the New  York  Stock  Exchange,  ANAHOP
                           agreed to pay an  additional  $1,000,000  to us. (The
                           payments of $500,000 and  $1,000,000  are referred to
                           collectively as the "Second Tranche Payment.")
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         Upon receipt by us of the Second Tranche Payment,  we agreed to issue a
certificate or  certificates  to ANAHOP  representing  the remaining  21,428,571
Shares.  Additionally,  once we have  received the Second  Tranche  Payment,  we
agreed to issue warrants to designees of the Purchaser as follows:

                  -        A warrant to purchase up to 20,000,000  shares,  with
                           an  exercise  price of $0.15 per  share,  exercisable
                           upon the date of issuance, to Albert Hagar.
                  -        A warrant to purchase up to 10,000,000  shares,  with
                           an exercise price of $0.15 per share, to Fadi Nora.
                  -        A warrant to purchase up to 10,000,000  shares,  with
                           an  exercise  price of $0.25 per  share,  exercisable
                           upon the date of issuance, to Fadi Nora.
                  -        A warrant to purchase up to 23,000,000  shares,  with
                           an  exercise  price of $0.50 per  share,  exercisable
                           upon the date of issuance, to Albert Hagar.

         The Warrants have exercise  prices ranging from $0.15 to $0.50 as noted
above,  and are exercisable as of the date of issuance and through and including
the later of (1) the fifth  anniversary  of the date of the  Warrant  or (2) the
fifth  anniversary  of the date on which our  Common  Stock is first  listed for
trading on either the Nasdaq Small Cap Market,  the Nasdaq Capital  Market,  the
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American Stock Exchange, or the New York Stock Exchange (the "Expiration Date").

         With  respect  to  the  shares  underlying  the  Warrants,  we  granted
piggyback  registration rights as follows:  (A) Once all of the warrants with an
exercise price of $0.15 (the "Fifteen Cent Warrants")  have been  exercised,  we
agreed to include  in the next  registration  statement  that is filed by us the
resales of the shares  issued upon  exercise of the Fifteen Cent  Warrants;  (B)
Once all of the warrants with an exercise price of $0.25 (the  "Twenty-five Cent
Warrants")  have been exercised,  we agreed to include in the next  registration
statement  that is filed by us the resales of the shares issued upon exercise of
the Twenty-five Cent Warrants; and (C) Once all of the warrants with an exercise
price of $0.50 (the "Fifty Cent  Warrants")  have been  exercised,  we agreed to
include in the next  registration  statement  that is filed by us the resales of
the shares issued upon exercise of the Fifty Cent Warrants. We did not grant any
registration rights with respect to the Shares.

         The Shares and the Warrants were issued without  registration under the
1933  Act in  reliance  on  Section  4(2) of the  1933  Act and  the  rules  and
regulations promulgated thereunder.  We intend to use the proceeds from the June
Private Offering for working capital and general business purposes.

Lockdown Agreements

         On July 20, 2006, we entered into two lockdown agreements with existing
security holders.

         The first  agreement  (the  "Cornell  Agreement")  was with Cornell and
related to the Cornell  Debenture.  Pursuant to the Cornell  Agreement,  Cornell
agreed that it would not convert any of the principal or interest on the Cornell
Debenture or exercise any of the Warrants  granted to Cornell until we had taken
the steps necessary to increase our authorized capital. As such, we were able to
lock down  50,000,000  shares  underlying  the Cornell  Debenture and 10,000,000
shares underlying the Cornell Warrants.
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         The second agreement (the "ANAHOP  Agreement") was with ANAHOP,  Albert
Hagar,  and  Fadi  Nora,  and  related  to the May and  June  private  placement
transactions  discussed above. Pursuant to the ANAHOP Agreement,  Hagar and Nora
agreed  that they  would not  exercise  any of the  warrants  they  received  in
connection  with the May or June private  offerings until we had taken the steps
necessary to increase our authorized capital.  Additionally,  ANAHOP agreed that
it would not make the Second  Tranche  Payment to  purchase  the Second  Tranche
Shares  until we had  taken the  steps  necessary  to  increase  our  authorized
capital.  As  such,  under  the  ANAHOP  Agreement,  we were  able to lock  down
21,428,571 shares (the Second Tranche Shares),  and 93,000,000 shares underlying
the warrants issued to Hagar and Nora in the May and June private placements.

Press Release Regarding Sales Increase

         On July 19, 2006,  the Company  issued a press  release  stating it was
projecting  an  increase  in  sales  of 30%  for the  second  quarter  of  2006,
consisting  of sales of  approximately  $2.2  million,  compared  with  sales of
approximately  $1.7 million for the first quarter of 2006.  The  projection  was
based on a preliminary  summary of second  quarter sales for the Company and its
subsidiaries as follows:

                                                     Sales for the
                                                  Second Quarter 2006
Electronics Assembly                                 $     687,470
CirTran Asia, Inc.                                         944,958
CirTran Products Corporation                               243,652
Racore Technology Corporation                                6,830
Diverse Media Group Corporation                            374,896
                                                     -------------
Total Sales                                          $   2,257,806

Although  as of August 3, 2006,  the  Company had not  finalized  its  financial
statements for the quarter ended June 30, 2006, it appears that sales  decreased
to  $3,995,630  for the six month  period  ended June 30,  2006,  as compared to
$7,229,649  during the same  period in 2005,  for a decrease  of  $3,234,019  or
44.7%.  A  significant  portion of this sales  decrease can be attributed to the
bankruptcy of a major customer,  American Beauty Supply,  Inc. (ABS). During the
second quarter of 2005, the Company  recorded sales of $2,002,363 to ABS whereas
there were no sales to ABS in the second  quarter of 2006 due to ABS's filing of
bankruptcy in January 2006.

As of August 3, 2006, other financial information about the Company's operations
for the second  quarter of 2006 was being prepared and will be released when the
Company  issues its  quarterly  report on Form 10-QSB for the quarter ended June
30, 2006.
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                                  Risk Factors

The short- and long-term success of CirTran is subject to certain risks, many of
which are  substantial in nature and outside the control of CirTran.  You should
consider carefully the following risk factors,  in addition to other information
contained  herein.  When  used in this  prospectus,  words  such as  "believes,"
"expects,"   "intends,"   "plans,"   "anticipates,"   "estimates,"  and  similar
expressions are intended to identify forward-looking statements,  although there
may be certain  forward-looking  statements not accompanied by such expressions.
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You should  understand that several  factors govern whether any  forward-looking
statement  contained  herein will or can be achieved.  Any one of those  factors
could cause actual results to differ  materially  from those  projected  herein.
These forward-looking  statements include plans and objectives of management for
future operations,  including the strategies,  plans and objectives  relating to
the products and the future economic performance of CirTran and its subsidiaries
discussed above. We disclaim any intention or obligation to update or revise and
forward-looking  statement,  whether  as a  result  of new  information,  future
events, or otherwise. In light of the significant  uncertainties inherent in the
forward-looking  statements included herein, the inclusion of any such statement
should not be regarded as a  representation  by CirTran or any other person that
the objectives or plans of CirTran will be achieved.

In addition to the other information in this report,  the following risk factors
should be  considered  carefully in  evaluating  our business  before making any
investment  decisions  with  respect  to any of our  shares of common  stock.  A
purchase  of our  common  stock is  speculative  and  involves  significant  and
substantial risks. Any person who is not in a position to lose the entire amount
of his investment should forego purchasing our common stock.

Risks Related to Our Operations

We have a history of operating losses which could have a material adverse impact
on our ability to continue operations.

Our current assets exceeded our current  liabilities by $300,528 as of March 31,
2006.  Our  accumulated  deficit  increased  to  $19,605,311  at March 31, 2006,
compared to  $19,327,310  at  December  31,  2005.  Our net loss for the quarter
ending March 31, 2006, was $277,998,  compared to $201,728 for the quarter ended
March 31,  2005.  The change was mostly  attributable  to  settlements  of notes
payable. Our current liabilities exceeded our current assets by $1,142,874 as of
December 31, 2005,  and by $3,558,826 as of December 31, 2004.  Our net loss for
the year ending  December  31,  2005,  was  $527,708,  which  included a gain on
forgiveness  of debt of  $337,761,  compared  to  $658,322  for the  year  ended
December 31, 2004,  which  included a gain on forgiveness of debt of $1,713,648.
Our ability to operate  profitably  depends on our ability to increase our sales
further and achieve sufficient gross profit margins for sustained growth. We can
give no  assurance  that we will be able to increase our sales  sufficiently  to
enable us to operate  profitably,  which could have a material adverse impact on
our  business.  Our ability to obtain  funding has had a material  effect on our
operations.  Additionally,  there is no guarantee that the  fluctuations  in the
volume  of our  sales  will  stabilize  or that we will be able to  continue  to
increase our revenues to exceed our  expenses.  There are doubts that we will be
able to continue as a going concern.

Our current liabilities exceeded our current assets, which raises doubts that we
may continue as a going concern.

Our current assets exceeded our current  liabilities by $300,528 as of March 31,
2006.  For the three months ended March 31, 2006 and 2005,  we had negative cash
flows from operations of $719,898 and $385,701, respectively. As of December 31,
2005,  our  current  liabilities  exceeded  our  current  assets by  $1,142,874,
compared to $3,558,826 as of December 31, 2004.  For the year ended December 31,
2005 and 2004,  we had negative cash flows from  operations  of  $1,751,744  and
$1,680,054, respectively. There can be no guarantee that our current assets will
exceed our current  liabilities.  As such,  and in light of our recent  history,
there remains a doubt we will be able to meet our  obligations  as they come due
and will be able to execute our long-term  business  plans.  If we are unable to
meet our  obligations  as they come due or are unable to execute  our  long-term
business plans, we may be forced to curtail our operations,  sell part or all of
our assets, or seek protection under bankruptcy laws.

Edgar Filing: CIRTRAN CORP - Form SB-2/A

21



                                       18

The "going  concern"  paragraph  in the  reports of our  independent  registered
public  accounting  firm for the years ended December 31, 2005 and 2004,  raises
doubts about our ability to continue as a going concern.

The independent  registered  public  accounting firm's reports for our financial
statements  for  the  years  ended  December  31,  2005  and  2004,  include  an
explanatory  paragraph regarding substantial doubt about our ability to continue
as a going  concern.  This may have an adverse  effect on our  ability to obtain
financing for our operations and to further develop and market our products.

Our volume of sales has fluctuated  significantly  over the last four years, and
there is no guarantee that we will be able to increase sales. These fluctuations
in sales volume could have a material  adverse  impact on our ability to operate
our business profitably.

Our sales volume  increased  in the year of 2005 as compared to 2004.  Our sales
volumes for the previous  four years have changed as indicated by the  following
levels of net sales for the  periods  indicated:  $2,299,668  for the year ended
December  31,  2002;  $1,215,245  for the  year  ended  December  31,  2003  and
$8,862,715 for the year ended December 31, 2004. For the year ended December 31,
2005 our sales  increased to  $12,992,512  which is a 46.6%  increase  from year
ended December 31, 2004.  This increase  indicates an increasing  trend in sales
volume.  There is no guarantee that the  fluctuations in the volume of our sales
will stabilize or that we will be able to continue to increase our sales volume.

One of our  customers  was  responsible  for  approximately  71% of our accounts
receivable at December 31, 2005. That customer filed bankruptcy in January 2006.
If the  bankruptcy  estate  is  unable to make  full  payments  on this  account
receivable,  or if such  payments  are  delayed,  the  resulting  impact  on our
collections could have a material adverse impact on our business.

As of December  31, 2005,  one  customer,  Advanced  Beauty  Solutions  ("ABS"),
accounted for  approximately  71% of our accounts  receivable,  in the amount of
$2,350,000.  On January 24, 2006, ABS filed a voluntary petition for relief (the
"ABS Bankruptcy Case") under Chapter 11 of the U.S.  Bankruptcy Code. We have an
allowed claim of $2,350,000  against ABS's estate (the "Estate").  In connection
with a settlement of the ABS Bankruptcy Case, we recently closed the purchase of
the assets of ABS,  which  included a  reduction  of our claim by  approximately
$750,000, leaving us with a remaining claim of approximately $1,600,000. On June
7, 2006, the transaction was approved by the ABS Bankruptcy Court.

We intend to continue to produce and sell the ceramic flat iron  products  under
our contracts with ABS. However,  we are required to pay to the Estate royalties
on each unit sold.  The Estate will then use those  royalties  to pay the claims
against the Estate, including our claim of approximately  $1,600,000.  There can
be no guarantee that we will be able to sell  sufficient  quantities of the flat
iron  products  and pay  royalties to the Estate to allow us to recover the full
amount of our remaining  claim.  If we are unable to recover the claimed amount,
the resulting impact on our collections  could have a material adverse impact on
our business operations.

We are involved in numerous legal  proceedings that may give rise to significant
liabilities, which could impair our ability to continue as a going concern.

We are involved in legal  proceedings,  several of which involve  lawsuits filed
against us. As of July 20,  2006,  one company had a judgment  against us in the
amount of $37,966,  and there were additional claims, in connection with pending
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litigation, in the aggregate amount of approximately  $10,000,000.  This pending
litigation  involves CirTran Asia and the other plaintiffs whom have filed their
reply  to  the  counterclaim,  disputing  all  of the  allegations  and  claims.
International Edge filed a motion to dismiss for lack of jurisdiction, which was
pending as of the date of this  report.  This claim  involves  licensing  issues
relating to a product  which  generated  approximately  $3,510,000 in revenue in
2004 and $960,000 in 2005. As discussed in the "Legal  Proceedings"  section, we
are currently attempting to negotiate with each of these claimants to settle the
claims against  CirTran,  although in many cases,  we have not yet reached final
settlements.  There  can be no  assurance  that we will be  successful  in those
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negotiations  or that,  if  successful,  we will be able to service  any payment
obligations which may result from such settlements.

There is  substantial  risk,  therefore,  that the existence and extent of these
liabilities  could  adversely  affect our  business,  operations  and  financial
condition.  The  liabilities  and claims could also result in a reduction in our
revenues to the extent that claims relate to specific products or licenses. As a
result,  we may be forced to  curtail  our  operations,  sell part or all of our
assets,  or seek  protection  under  bankruptcy  laws.  Additionally,  there  is
substantial  risk that our vendors  could  expand  their  collection  efforts to
collect the unpaid amounts.  If they undertake  significant  collection efforts,
and if we are unable to negotiate  settlements  or satisfy our  obligations,  we
could be forced into bankruptcy.

In connection with the sale of the Convertible Debentures, we granted a security
interest  in all of our  assets  to secure  our  payment  obligations  under the
Convertible  Debentures.  If we are unable to satisfy our  payment  obligations,
Highgate or Cornell  Capital  could  execute on the  security  interest and take
control of our assets.

In connection with the sale of the Convertible Debenture to Highgate, we entered
into a security agreement with Highgate, pursuant to which we pledged all of our
property,  including goods; inventory;  contract rights and general intangibles;
documents, receipts, and chattel paper; accounts and other receivables; products
and  proceeds;  and any  interest in any  subsidiary,  joint  venture,  or other
investment interest to secure our obligation under the Convertible Debenture and
the  related  agreements.   Similarly,  in  connection  with  the  sale  of  the
Convertible  Debenture to Cornell Capital,  we entered into a security agreement
with  Cornell  Capital,  pursuant  to which we gave a second  position  security
interest and pledged all of our property,  including goods; inventory;  contract
rights and general intangibles; documents, receipts, and chattel paper; accounts
and  other  receivables;   products  and  proceeds;  and  any  interest  in  any
subsidiary, joint venture, or other investment interest to secure our obligation
under the Cornell Capital Convertible  Debenture and the related agreements.  In
the  event  that we are  unable  to  make  our  payment  obligations  under  the
Convertible  Debentures  or to work out  alternate  arrangements  with  Highgate
and/or  Cornell  Capital,  or to arrange for  financing to enable us to make our
payment obligations to Highgate and/or Cornell Capital,  Highgate and/or Cornell
Capital  could  execute on the security  interest and take control of all of our
property and assets.

We are dependent on the continued  services of our President and other officers,
and the untimely  death or  disability  of Iehab  Hawatmeh  could have a serious
adverse effect upon our Company.

We view the continued services of our president,  Iehab Hawatmeh,  and our other
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officers as critical to the success of our  Company.  Though we have  employment
agreements with Mr. Iehab Hawatmeh,  Mr. Trevor Saliba,  and Mr. Shaher Hawatmeh
(see  "Executive  Compensation"),  and a key-man life  insurance  policy for Mr.
Iehab  Hawatmeh,  the untimely death or disability of Mr.  Hawatmeh could have a
serious adverse affect on our operations.

Our international  business  activities subject us to risks that could adversely
affect our business.

For the year ended  December 31,  2005,  sales of products  manufactured  in the
United States accounted for 24.1 percent of our total net revenues, and sales of
products  manufactured  in China  accounted  for 75.9  percent  of our total net
revenues. Our sales of our products manufactured internationally have increased,
and now represents a larger percentage of our sales.  Additionally,  the portion
of our  products  that are  produced at  facilities  in close  proximity  to our
CirTran-Asia  production  facilities in ShenZhen,  China,  has  increased.  As a
result,  we are subject to the risks inherent in international  operations.  Our
international business activities could be affected,  limited, or disrupted by a
variety of factors, including:

         *        the imposition of or changes in governmental controls,  taxes,
                  tariffs, trade restrictions and regulatory requirements;

         *        the  costs  and  risks  of  localizing  products  for  foreign
                  countries;
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         *        longer accounts receivable payment cycles;

         *        changes  in the  value of  local  currencies  relative  to our
                  functional currency;

         *        import and export restrictions;

         *        loss of tax benefits due to international production;

         *        general   economic  and  social   conditions   within  foreign
                  countries;

         *        taxation in multiple jurisdictions; and/or

         *        political instability, war or terrorism.

All of these  factors  could harm future sales of our products to  international
customers or future production outside of the United States of our products, and
have a  material  adverse  effect on our  business,  results of  operations  and
financial condition.

We may continue to expand our operations in international  markets.  Our failure
to effectively manage our international operations could harm our business.

Entering  new  international  markets,  including  our  entry  into  China  with
CirTran-Asia,  may require significant management attention and expenditures and
could adversely affect our operating margins and earnings. To date, we have only
recently  begun to penetrate  international  markets.  To the extent that we are
unable to do so, our growth in international  markets would be limited,  and our
business could be harmed.
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We expect that our international business operations will be subject to a number
of material risks, including, but not limited to:

         *        difficulties in managing foreign sales channels;

         *        difficulties   in   enforcing    agreements   and   collecting
                  receivables through foreign legal systems and addressing other
                  legal issues;

         *        longer payment cycles;

         *        taxation issues;

         *        differences in international  telecommunications standards and
                  regulatory agencies;

         *        product  requirements  different  from  those  of our  current
                  customers;

         *        fluctuations in the value of foreign currencies; and

         *        unexpected domestic and international regulatory,  economic or
                  political changes.

A combination of any or all of these risks could have a material  adverse impact
both on our international  business,  and on our core business operations in the
United States.

We are dependent on the  continued  services of Charles Ho, the President of our
CirTran-Asia  subsidiary,  and the untimely  death or disability of Mr. Ho could
have a serious adverse effect upon our subsidiary and Company.
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We view the continued  services of Charles Ho, the president of our CirTran-Asia
subsidiary,  as critical to the  success of that  subsidiary.  Though we have an
employment  agreement  with Mr. Ho (see  "Executive  Compensation"),  we have no
key-man life  insurance  policy for Mr. Ho. The untimely  death or disability of
Mr. Ho could have a serious adverse affect on our  international  operations and
our operations overall.

We have not held an annual  shareholder  meeting in several  years,  which could
result in a legal action being  brought  against the Company to compel an annual
meeting.

We have not held an annual meeting of shareholders since 2001. Under Nevada law,
if a Nevada  corporation  does  not hold a  meeting  to elect  directors  of the
corporation  within  eighteen  months after the last  election of  directors,  a
shareholder  or  shareholders  owning at least fifteen  percent of the Company's
outstanding  voting  stock  can  apply to a court  for an order  compelling  the
Company to hold a shareholder  meeting to elect  directors.  Because it has been
more than eighteen  months since our last meeting where  directors were elected,
an action  could be  brought,  pursuant  to Nevada  law,  against the Company to
compel us to hold an annual meeting and elect directors of the Company.

Our authorized  capital  presently  would be  insufficient  to allow us to issue
shares upon conversion of our  outstanding  derivative  securities,  which could
result in our being in default or subject to claims of breach of  contract,  and
could have a material adverse impact on our business.
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Our authorized  capital stock consists of 750,000,000 shares of common stock. As
of  July  20,  2006,  we  had  636,874,906  shares  issued  and  outstanding.  A
hypothetical  conversion  of the  remaining  principal  amount  of the  Highgate
Convertible  Debenture,  namely  $3,000,000,  would  result in the  issuance  of
100,000,000 shares, assuming a hypothetical conversion price of $0.03 per share.
Conversion of the full principal  amount of the Cornell  Convertible  Debenture,
namely  $1,500,000,  would result in the issuance of 50,000,000 shares of common
stock,   assuming  a   hypothetical   conversion   price  of  $0.03  per  share.
Additionally,  in May 2006,  we issued  warrants to purchase up to an additional
30,000,000  shares of our  common  stock and in June 2006,  we  entered  into an
agreement to issue  additional  warrants to purchase up to 63,000,000  shares of
our common stock,  although we have entered into a lockdown  agreement  with the
holders of the 93,000,000 warrants.  Presently, we do not have sufficient shares
to permit a full conversion of all of the convertible debentures and exercise of
outstanding  warrants.  We have also  entered  into a  lockdown  agreement  with
Cornell relating to the Cornell Debenture, whereby Cornell agreed not to convert
any of the Cornell  Debenture  until we can  increase  our  authorized  capital.
Nevertheless,   under  the  Highgate  Convertible   Debenture  and  the  Cornell
Convertible Debenture,  failure to deliver shares upon conversion can constitute
an event of default,  giving  Highgate or Cornell,  as applicable,  the right to
accelerate  the  payment  of all  remaining  amounts  due and  owing  under  the
debentures.  Additionally,  failure  to  deliver  shares  upon  exercise  of the
warrants could result in claims being brought against us for breach of contract,
among others.

We intend to hold an annual  meeting of  shareholders  to seek  approval  of our
shareholders to amend our articles of  incorporation  to increase our authorized
capital,  although  there  can be no  guarantee  that we will be able to  obtain
shareholder  approval  to do so. If we do not  receive  shareholder  approval to
increase our authorized capital, we would not have sufficient shares to permit a
full  conversion of the  convertible  debentures and exercise of the outstanding
warrants.  A failure  to deliver  shares  upon  conversion  or  exercise  of our
outstanding  derivative  securities or to increase our authorized  capital could
have a material adverse impact on our business and operations

Risks Related to Our Industry

The  variability  of customer  requirements  in the  electronics  industry could
adversely affect our results of operations.

Electronic  manufacturing  service  providers  must provide  increasingly  rapid
turnaround  time for their  OEM  customers.  We do not  obtain  firm,  long-term
purchase  commitments  from our  customers  and have  experienced  a demand  for
reduced  lead-times in customer  orders.  Our customers may cancel their orders,
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change production quantities or delay design and production for several factors.
Cancellations,  reductions  or delays by a customer or group of customers  could
adversely affect our results of operations.  Additional  factors that affect the
electronics  industry  and that  could  have a  material  adverse  effect on our
business  include the  inability of our  customers to adapt to rapidly  changing
technology and evolving industry standards and the inability of our customers to
develop and market their products. If our customers' products become obsolete or
fail to gain commercial acceptance,  our results of operations may be materially
and  adversely  affected,  which could make it difficult for us to continue as a
going concern.
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Our customer mix and base  fluctuates  significantly,  and  responding  to these
fluctuations  could cause us to lose  business or have delayed  revenues,  which
could have a material adverse impact on our business.

A  percentage  of our revenue is  generated  from our  electronics  assembly and
manufacturing  services.  Of this amount our three  largest  customers  generate
approximately  12% of the total  revenue.  Our  customers  include  electronics,
telecommunications,  networking,  automotive,  gaming,  exercise equipment,  and
medical  device OEMs that  contract  with us for the  manufacture  of  specified
quantities  of  products at a  particular  price and during a  relatively  short
period  of  time.  As a  result,  the  mix  and  number  of our  clients  varies
significantly  from time to time.  Responding to the fluctuations and variations
in the mix and number of our  clients can cause  significant  time delays in the
operation  of our  business and the  realization  of revenues  from our clients.
These delays could have a material  adverse  impact on our  business,  resulting
from,  among other things,  the costs  associated  from  shifting  operations to
respond to different orders.

Our  industry is subject to rapid  technological  change.  If we are not able to
adequately  respond  to  changes,  our  services  may  become  obsolete  or less
competitive and our operating results may suffer.

We may not be able to effectively respond to the technological requirements of a
changing  market,   including  the  need  for  substantial   additional  capital
expenditures that may be required as a result of these changes.  The electronics
manufacturing  services industry is characterized by rapidly changing technology
and  continuing  process  development.  The future  success of our business will
depend in large part upon our ability to maintain and enhance our  technological
capabilities and successfully  anticipate or respond to technological changes on
a cost-effective and timely basis. In addition, our industry could in the future
encounter  competition  from new or revised  technologies  that render  existing
technology less competitive or obsolete.  If we are unable to respond adequately
to such changes,  our business  operations  could be adversely  impacted,  which
could make it difficult for us to continue as a going concern.

There may be  shortages of required  components  which could cause us to curtail
our manufacturing or incur higher than expected costs.

Component  shortages  or price  fluctuations  in such  components  could have an
adverse  effect on our  results  of  operations  by  delaying  or making it more
difficult  or  expensive  for  us to  fill  customer  orders.  We  purchase  the
components we use in producing  circuit board  assemblies  and other  electronic
manufacturing  services  and we may be  required  to bear the risk of  component
price  fluctuations.  In  addition,  shortages  of  electronic  components  have
occurred  in the past and may occur in the  future.  These  shortages  and price
fluctuations  could  potentially  have  an  adverse  effect  on our  results  of
operations, again by delaying or making it more difficult or expensive for us to
fill orders or to seek new orders.

Holders of  CirTran  common  stock are  subject  to the risk of  additional  and
substantial  dilution to their  interests as a result of the issuances of common
stock in connection with the Convertible Debentures.

The following table describes the number of shares of common stock that would be
issuable,  assuming that the full principal amount of the Convertible Debentures
(excluding any interest  accrued) was converted into shares of our common stock,
irrespective  of the  availability  of  registered  shares  and  any  conversion
limitations contained in the Convertible  Debentures,  and further assuming that
the applicable  conversion or exercise  prices at the time of such conversion or
exercise were the following amounts:
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--------------------------------------------------------------------------------
               Shares Issuable Upon    Shares Issuable        Total Shares
               Conversion of           Upon Conversion of     Issuable in
               $3,000,000 Principal    $1,500,000             Connection with
               Amount of               Principal Amount       Conversion of
               Convertible             of Convertible         Aggregate
Hypothetical   Debenture by            Debenture by           Principal Amount
Conversion     Highgate House          Cornell Capital        of Convertible
Price          Funds, Ltd.             Partners               Debentures
--------------------------------------------------------------------------------
  $0.01        300,000,000             150,000,000             450,000,000
--------------------------------------------------------------------------------
  $0.02        150,000,000              75,000,000             225,000,000
--------------------------------------------------------------------------------
  $0.03        100,000,000              50,000,000             150,000,000
--------------------------------------------------------------------------------
  $0.04         75,000,000              37,500,000             112,500,000
--------------------------------------------------------------------------------
  $0.05         60,000,000              30,000,000              90,000,000
--------------------------------------------------------------------------------
  $0.10         30,000,000              15,000,000              45,500,000
--------------------------------------------------------------------------------

Given the formula for  calculating  the shares to be issued in  connection  with
conversions of the Convertible Debentures, there effectively is no limitation on
the  number of shares of common  stock  which may be issued in  connection  with
conversions  of the  Convertible  Debentures,  except  for the  number of shares
registered under  prospectuses  and related  registration  statements.  As such,
holders  of our  common  stock  may  experience  substantial  dilution  of their
interests to the extent that Highgate  and/or Cornell Capital  converts  amounts
under the Convertible Debentures.

Although we have entered into an agreement with Cornell  wherein  Cornell agreed
that it would not  convert  any of the  principal  or  interest  on the  Cornell
Debenture or exercise any of the Warrants  granted to Cornell until we had taken
the steps necessary to increase our authorized  capital, if we are successful in
increasing our authorized  capital,  Cornell will be able to convert the Cornell
Debenture  pursuant to its terms,  which could result in the dilution  described
above.

Our  issuances  of shares in  connection  with  conversions  of the  Convertible
Debentures  likely will result in overall  dilution to market value and relative
voting  power  of  previously  issued  common  stock,   which  could  result  in
substantial  dilution to the value of shares held by shareholders prior to sales
under this prospectus.

The issuance of common stock in connection  with  conversions of the Convertible
Debenture by Highgate and Cornell Capital may result in substantial  dilution to
the equity  interests of holders of CirTran common stock other than Highgate and
Cornell  Capital.   Specifically,  the  issuance  of  a  significant  amount  of
additional common stock will result in a decrease of the relative voting control
of our common stock issued and outstanding prior to the issuance of common stock
in connection  with  conversions  of the  Convertible  Debentures.  Furthermore,
public resales of our common stock by Highgate and/or Cornell Capital  following
the issuance of common stock in connection  with  conversions of the Convertible
Debentures  likely will depress the prevailing market price of our common stock.
Even  prior to the time of actual  conversions  and public  resales,  the market
"overhang"  resulting  from the mere  existence of our  obligation to honor such
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conversions  or exercises  could  depress the market price of our common  stock,
which could make it more  difficult for existing  investors to sell their shares
of our common  stock,  and could  reduce the amount  they would  receive on such
sales.

Existing  shareholders likely will experience  increased dilution with decreases
in market  value of  common  stock in  relation  to our  issuances  of shares in
connection with the Convertible Debentures,  which could have a material adverse
impact on the value of their shares.

The formulas for  determining  the number of shares of common stock to be issued
in connection with conversions of the Convertible Debentures are based, in part,
on  the  market  price  of the  common  stock.  With  respect  to  the  Highgate
Convertible  Debenture,  the conversion price is are equal to the lower of $0.10
per share or the lowest  closing  bid price of our common  stock over the twenty
trading days after the  conversion  notice is tendered by us to  Highgate.  With
respect to the Cornell Capital  Convertible  Debenture,  the conversion price is
are equal to the lowest  closing  bid price of our common  stock over the twenty
trading days after the conversion  notice is tendered by us to Cornell  Capital.
As a result,  the lower the market  price of our common  stock at and around the
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time we issue  shares to  Highgate  or Cornell  Capital in  connection  with the
Convertible Debentures,  the more shares of our common stock Highgate or Cornell
Capital, respectively, will receive. Any increase in the number of shares of our
common stock issued upon  conversion of principal or interest on the Convertible
Debentures  as a result  of  decreases  in the  prevailing  market  price  would
compound the risks of dilution described in the preceding paragraphs.

There is an increased  potential  for short sales of our common stock due to the
sales of shares issued to Highgate and Cornell  Capital in  connection  with the
Convertible  Debentures,  which could materially  effect the market price of our
stock.

Downward  pressure  on the market  price of our common  stock that  likely  will
result from sales of our common stock by Highgate  and/or Cornell Capital issued
in connection with  conversions of the Convertible  Debentures,  could encourage
short sales of common  stock by Highgate or Cornell  Capital.  A "short sale" is
defined  as the sale of stock by an  investor  that the  investor  does not own.
Typically,  investors  who sell short  believe  that the price of the stock will
fall, and anticipate selling at a price higher than the price at which they will
buy the stock.  Significant  amounts of such short  selling  could place further
downward  pressure on the market price of our common stock,  which could make it
more difficult for existing shareholders to sell their shares.

The  restrictions  on  the  number  of  shares  issued  upon  conversion  of the
Convertible  Debentures  may have little if any effect on the adverse  impact of
our issuance of shares in connection  with the  Convertible  Debentures,  and as
such, Highgate and Cornell Capital may sell a large number of shares,  resulting
in   substantial   dilution  to  the  value  of  shares  held  by  our  existing
shareholders.

Both   Highgate  and  Cornell   Capital  are   prohibited,   except  in  certain
circumstances,  from  converting  amounts of the  Convertible  Debentures to the
extent that the  issuance of shares  would  cause  Highgate or Cornell  Capital,
respectively, to beneficially own more than 4.99% of our then outstanding common
stock. These  restrictions,  however, do not prevent Highgate or Cornell Capital
from selling  shares of common stock  received in connection  with a conversion,
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and then  receiving  additional  shares of  common  stock in  connection  with a
subsequent  conversion.  In this way,  either  Highgate or Cornell Capital could
sell more than 4.99% of the outstanding  common stock in a relatively short time
frame while never  holding  more than 4.99% at one time.  As a result,  existing
shareholders  and new investors  could  experience  substantial  dilution in the
value of their shares of our common stock.

The trading  market for our common stock is limited,  and investors who purchase
shares  from  Highgate  or Cornell  Capital may have  difficulty  selling  their
shares.

The public trading market for our common stock is limited. On July 15, 2002, our
common stock was listed on the OTC Bulletin Board. Nevertheless,  an established
public  trading  market for our common stock may never develop or, if developed,
it may not be able to be sustained.  The OTCBB is an unorganized,  inter-dealer,
over-the-counter  market that provides  significantly  less liquidity than other
markets.  Purchasers of our common stock therefore may have  difficulty  selling
their shares should they desire to do so.

It may be more difficult for us to raise funds in subsequent  stock offerings as
a result of the sales of our common  stock by Highgate  and  Cornell  Capital in
connection with the Convertible Debentures.

As noted above,  sales by Highgate  and/or Cornell Capital likely will result in
substantial   dilution  to  the   holdings  and  interest  of  current  and  new
shareholders.  Additionally,  as noted  above,  the  volume  of  shares  sold by
Highgate and Cornell Capital could depress the market price of our stock.  These
factors could make it more difficult for us to raise additional  capital through
subsequent  offerings of our common stock,  which could have a material  adverse
effect on our operations.

We may be required  to pay  liquidated  damages to Highgate  for failure to meet
certain obligations under the registration rights agreement.

In  connection  with the sale of the  Debenture to  Highgate,  we entered into a
registration rights agreement with Highgate, pursuant to which we agreed to file
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a registration  statement  within 120 days of closing the sale of the Debenture,
and to have the registration  statement declared effective within 90 days of its
filing.  More than 90 days have  passed  since  the  filing of the  registration
statement,  and it has not yet been declared  effective.  Under the terms of the
registration  rights  agreement,  we were  required  to pay one  percent  of the
liquidated  value of the Debenture  outstanding  as  liquidated  damages for the
period  commencing  one day after the date on which the  registration  statement
should have been declared  effective and ending sixty days thereafter,  plus two
percent of the liquidated  value of the  Convertible  Debentures  outstanding as
liquidated  damages for each thirty-day period  commencing  sixty-one days after
the date on which the registration statement was to be declared effective during
which the  registration  statement has not been  declared  effective by the SEC.
Although  we recently  entered  into an  amendment  to the  registration  rights
agreement  pursuant to which Highgate agreed to a later date by which we need to
have the  registration  statement  effective,  there can be no guarantee that we
will be  successful  in  meeting  this  extended  deadline.  As such,  we may be
required to make substantial liquidated damages payments to Highgate.

Our common  stock is  considered  a penny  stock.  Penny  stocks are  subject to
special  regulations,  which may make them more  difficult  to trade on the open
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market.

Securities in the OTC market are generally more difficult to trade than those on
the Nasdaq  National  Market,  the  Nasdaq  SmallCap  Market or the major  stock
exchanges.  In addition,  accurate  price  quotations are also more difficult to
obtain.  The  trading  market  for  our  common  stock  is  subject  to  special
regulations governing the sale of penny stock.

A "penny  stock," is defined  by  regulations  of the  Securities  and  Exchange
Commission  as an equity  security  with a market  price of less than  $5.00 per
share.  However,  an equity security with a market price under $5.00 will not be
considered a penny stock if it fits within any of the following exceptions:

         *        the  equity  security  is  listed  on  Nasdaq  or  a  national
                  securities exchange;

         *        the  issuer  of the  equity  security  has been in  continuous
                  operation  for less than three  years,  and either has (a) net
                  tangible assets of at least $5,000,000,  or (b) average annual
                  revenue of at least $6,000,000; or

         *        the  issuer  of the  equity  security  has been in  continuous
                  operation  for more than  three  years,  and has net  tangible
                  assets of at least $2,000,000.

If you buy or sell a penny stock,  these  regulations  require that you receive,
prior to the  transaction,  a disclosure  explaining  the penny stock market and
associated risks.  Furthermore,  trading in our common stock would be subject to
Rule 15g-9 of the Exchange Act,  which relates to  non-Nasdaq  and  non-exchange
listed securities.  Under this rule, broker-dealers who recommend our securities
to persons other than established customers and accredited investors must make a
special  written  suitability  determination  for the  purchaser and receive the
purchaser's  written  agreement to a transaction  prior to sale.  Securities are
exempt from this rule if their market price is at least $5.00 per share.

Penny  stock  regulations  will tend to reduce  market  liquidity  of our common
stock,  because  they  limit  the  broker-dealers'   ability  to  trade,  and  a
purchaser's  ability to sell the stock in the secondary market. The low price of
our common  stock will have a negative  effect on the amount and  percentage  of
transaction costs paid by individual  shareholders.  The low price of our common
stock  may also  limit  our  ability  to raise  additional  capital  by  issuing
additional  shares.  There are several  reasons for these  effects.  First,  the
internal  policies of many  institutional  investors  prohibit  the  purchase of
low-priced stocks. Second, many brokerage houses do not permit low-priced stocks
to be used as  collateral  for margin  accounts  or to be  purchased  on margin.
Third, some brokerage house policies and practices tend to discourage individual
brokers from dealing in low-priced  stocks.  Finally,  broker's  commissions  on
low-priced  stocks usually represent a higher percentage of the stock price than
commissions  on higher priced stocks.  As a result,  our  shareholders  will pay
transaction  costs that are a higher  percentage of their total share value than
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if our share price were substantially higher.

The price of our common  stock is  volatile,  and an investor may not be able to
resell our shares at or above the purchase price.

In recent years, the stock market in general, and the OTC Bulletin Board and the
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securities of technology companies in particular,  has experienced extreme price
and trading volume fluctuations. These fluctuations have often been unrelated or
disproportionate  to the operating  performance of individual  companies.  These
broad  market  fluctuations  may  materially  adversely  affect our stock price,
regardless of operating  results.  Investors in our common stock should be aware
that they may not be able to resell  our  shares at or above the price  paid for
them due to the fluctuations in the market.

There may be additional  unknown risks which could have a negative  effect on us
and our business.

The risks and  uncertainties  described  in this  section  are not the only ones
facing CirTran.  Additional risks and uncertainties not presently known to us or
that we currently deem  immaterial may also impair our business  operations.  If
any of the foregoing risks actually occur, our business, financial condition, or
results of operations could be materially adversely affected.  In such case, the
trading price of our common stock could decline.

                                 Use of Proceeds

All of the shares of common stock issued in connection  with  conversions of the
Convertible  Debenture,  if and when  sold,  are being  offered  and sold by the
Highgate as the Selling Shareholder or its pledgees,  donnees,  transferees,  or
other successors in interest. We will not receive any proceeds from those sales.

Under  the  Convertible  Debenture  and  related  purchase  agreement,  we  used
$2,265,000  to repay  two  promissory  notes to  Cornell  Capital  Partners,  LP
("Cornell"),  one in the  amount of  $1,700,000,  and the other in the amount of
$565,000.

We also paid a  commitment  fee of  $240,765,  a  structuring  fee of $10,000 to
Highgate,  and legal fees of $5,668.  As such, of the total  purchase  amount of
$3,750,000,  the net proceeds to us were $1,228,567.  We used these proceeds for
general corporate and working capital purposes.

As discussed below in the section "MET Advisors Agreement," we presently have no
acquisitions  pending or anticipated.  Nevertheless,  we will continue to review
potential  acquisition  candidates  as they arise,  and we may choose to use the
proceeds of the sale of the  Convertible  Debenture  in  connection  with future
acquisitions.

                         Determination of Offering Price

The Selling  Shareholders may sell our common stock at prices then prevailing or
related to the then current market price, or at negotiated  prices. The offering
price may have no  relationship to any  established  criteria or value,  such as
book value or earnings per share.  Additionally,  because we have not  generated
any  profits for several  years,  the price of our common  stock is not based on
past earnings,  nor is the price of the shares of our common stock indicative of
current  market value for the assets we own. No valuation or appraisal  has been
prepared for our business or possible business expansion.

                             DESCRIPTION OF BUSINESS

This discussion should be read in conjunction with  Managements'  Discussion and
Analysis of Financial Condition and Results of Operations included in our Annual
Report on Form 10-KSB for the year ended December 31, 2005.

                                       27
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Overview

We  provide a mixture  of high and  medium  size  volume  turnkey  manufacturing
services   using   surface   mount   technology,   ball-grid   array   assembly,
pin-through-hole  and custom  injection  molded cabling for leading  electronics
OEMs in the communications,  networking,  peripherals,  gaming, law enforcement,
consumer products,  telecommunications,  automotive,  medical, and semiconductor
industries.   Our  services   include   pre-manufacturing,   manufacturing   and
post-manufacturing   services.   Through  our  subsidiary,   Racore   Technology
Corporation, we design and manufacture Ethernet technology products. Our goal is
to offer customers the significant  competitive  advantages that can be obtained
from  manufacture   outsourcing,   such  as  access  to  advanced  manufacturing
technologies, shortened product time-to-market, reduced cost of production, more
effective  asset  utilization,  improved  inventory  management,  and  increased
purchasing power.

During  2004,  we  established  a new  division,  CirTran-Asia,  Inc,  which has
contributed  to a large  portion of the  increase  in revenue for the year ended
December  31, 2004 and the year ended  December 31,  2005.  This  division is an
Asian-based,  wholly  owned  subsidiary  of CirTran  Corporation  and provides a
myriad of  manufacturing  services to the direct  response  and retail  consumer
markets.  Our experience and expertise in manufacturing  enables CirTran-Asia to
enter a project at any phase:  engineering and design,  product  development and
prototyping,   tooling,  and  high-volume  manufacturing.   We  anticipate  that
CirTran-Asia  will pursue  manufacturing  relationships  beyond printed  circuit
board   assemblies,   cables,   harnesses  and  injection   molding  systems  by
establishing   complete   "box-build"   or  "turn-key"   relationships   in  the
electronics,  retail, and direct consumer markets.  This strategic move into the
Asian  market  has  helped  to  elevate  CirTran  to an  international  contract
manufacturer  status for multiple products in a wide variety of industries,  and
has, in short order, allow us to target large-scale contracts.

CirTran has established a dedicated  satellite office for CirTran-Asia,  and has
retained Mr.  Charles Ho to lead the new  division.  Having proven the value and
reliability of its core products,  CirTran Corporation has chosen to expand into
previously untapped product lines.

On December 2, 2005,  we announced  that we had formed a new  division,  CirTran
Products, which will offer products for sale at retail. The new division will be
run from our new Los Angeles  office,  with Trevor  Saliba,  our executive  vice
president for  worldwide  business  development,  working to develop  sales.  We
anticipate that consumer products built by our CirTran Asia subsidiary,  as well
as other products which we plan to acquire, will be available for retail sale in
2006.

On March 21, 2006, we announced  that we had formed a new  subsidiary to provide
end-to-end services to the direct response and entertainment industries. The new
division  will  provide  product  marketing,   production,   media  funding  and
merchandise  manufacturing  services.  Forming this new division was a necessary
step to maximize product  manufacturing  opportunities for CirTran's proprietary
products and to provide  marketing  services for  individual  entrepreneurs  and
inventors.  The new division  will be  headquartered  in  CirTran's  Los Angeles
(Century  City)  offices  and be  headed  by Mr.  Saliba.  We are  presently  in
development  of  proprietary  programs to be  launched in the product  marketing
division,  production services and media funding divisions. We are also in final
discussions  on two  projects  for our  merchandising  division.  We continue to
pursue  opportunities  in the direct  response  and  entertainment  division  to
maximize manufacturing and business opportunities.

On June 1, 2006, the Company,  through its newly formed subsidiary Diverse Media
Group ("Diverse Media"), signed an exclusive services agreement with the Diverse
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Talent Group,  Inc. ("DTG") a nationally  known talent and literary agency,  and
its founder and CEO Christopher  Nassif. The agreement covers a five-year period
that  commenced on April 1, 2006,  when the  companies  began  co-marketing  and
working  together,  and includes the assignment of all of DTG's talent  contacts
and the first  right of  refusal  on all new and  existing  business  to Diverse
Media.

By joining forces with DTG, the Company  intends to add business and a record of
business  success to this new joint venture.  The Company  believes that Diverse
Media can meet its needs of marketing-driven  companies in the U.S. and overseas
by pairing  talent and products to establish a  recognizable  and  long-standing
brand.  Management  believes  that  talent  and  product  together  can create a
powerful brand and it is the intention of Diverse Media, in its partnership with
DTG, to develop  this  concept.  The  agreement  also  provides the Company with
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access to the  Diverse  Talent  Group's  talent  pool  which  will be a valuable
resource in developing in-house marketing programs for future products. By doing
so,  CirTran  anticipates  that it will be able to generate a  potential  profit
margin from the marketing of its programs.  Plans for Diverse Media also include
the  establishment  of  a  full-service   music  division  as  well  as  product
merchandise  and direct response  divisions,  although there can be no guarantee
that the Company will be able to establish these additional divisions.

Included in the terms of the agreement, Diverse Media agreed to provide DTG with
a $200,000  line of credit.  The line will be available to DTG in  increments of
$20,000  per week,  which DTG will use to cover  operating  expenses  during its
seasonally slow periods from about June to August, which coincides with the lull
in industry  production prior to its new fall programming  releases.  As of July
20, 2006, DTG had drawn $40,000 on the line of credit.

         Fitness Products

In  early  June  2004,  the  Company  entered  into an  exclusive  manufacturing
agreement  with  certain  Developers,  including  Charles Ho, the  President  of
CirTran-Asia.   Under  the  terms  of  the  agreement,   CirTran,   through  its
wholly-owned  subsidiary  CirTran-Asia,  has the exclusive  right to manufacture
certain  products  developed  by the  Developers  or any  of  their  affiliates.
Pursuant to the  agreement,  we could enter into  addendum  agreements  with the
developers with respect to particular  products to be produced and manufactured.
The agreement  was to be for an initial term of 36 months,  and may be continued
after  that on a  month-to-month  basis  unless  terminated  by either  party by
providing written notice.

On June 7, 2004, we announced that CirTran-Asia had received an initial purchase
order on May 26, 2004,  from  International  Edge relating to the manufacture of
80,000 abdominal  fitness  machines.  This order was the first order placed with
CirTran-Asia under the exclusive manufacturing agreement.  Subsequently, on June
14, 2004, we received  another  order for 80,000 units of the abdominal  fitness
machines,  which  was  announced  on June 16,  2004,  through a  separate  press
release.  The Company  received  many orders  subsequent  to these first orders.
Since these announcements,  CirTran-Asia has manufactured, shipped, and received
payments of approximately $5,546,000. On August 13, 2004, we also announced that
on August 11, 2004 we had received new orders for Wal-Mart.  The Company shipped
to Wal-Mart  the  complete  order of  abdominal  fitness  machines  and received
payments of approximately  $400,000  through the date of this Report.  The units
were distributed to Wal-Mart stores throughout Canada.
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On September 9, 2004, we announced that on September 6, 2004,  CirTran-Asia  had
been awarded the rights to manufacture  the Ab Trainer Club Pro, a new abdominal
fitness  machine,  for  Tristar  Products,   under  an  exclusive  manufacturing
agreement.  This new product is another type of abdominal fitness machine. Since
this  announcement,  and  through  the  date of this  Report,  CirTran-Asia  had
manufactured and shipped units, and received payments of approximately $42,000.

On September 10, 2004, we announced that on September 7, 2004,  CirTran-Asia had
been  awarded  the  rights  to  manufacture  the  AbRoller,  another  type of an
abdominal   fitness   machine,   for  Tristar   Products,   under  an  exclusive
manufacturing agreement.  Since this announcement,  and through the date of this
Report,  CirTran-Asia had manufactured and shipped units, and received  payments
of approximately $1,700,000.

On September  14, 2004,  we  announced  that on September 7, 2004,  we had begun
manufacturing  the  Instant  Abs  product,  another  type of  abdominal  fitness
machine, for Tristar Products, under an exclusive manufacturing agreement. Since
this  announcement,  and  through  the  date of this  Report,  CirTran-Asia  had
manufactured,   and  shipped  units,  and  received  payments  of  approximately
$640,000.

On September 30, 2004, we announced that on September 23, 2004, CirTran-Asia had
been awarded the rights to  manufacture  the Denise Austin  Pilates  product,  a
pilates fitness machine, for Tristar Products,  under an exclusive manufacturing
agreement.  Since  this  announcement,  and  through  the  date of this  Report,
CirTran-Asia  had  manufactured  and shipped  units,  and  received  payments of
approximately $85,000.
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On April 28, 2005,  CirTran-Asia  announced  that it has been awarded a contract
(the "April 2005 Agreement") from Guthy - Renker  Corporation  ("GRC") to be the
exclusive  manufacturer of a new fitness machine (the "Fitness Product") for the
sold-on-TV direct response industry.  Pursuant to the April 2005 Agreement,  GRC
agreed to purchase all of its  requirements  of the Fitness  Product  during the
term of the April 2005  Agreement,  which is defined as running from the signing
of the agreement  through the time when the Fitness Product is not being sold in
quantity.  Since  signing  the April 2005  Agreement,  we have  received  orders
totaling approximately $1,370,000.  Since these announcements,  CirTran-Asia has
manufactured and shipped orders and has received  $1,033,000 as payment for such
shipments.

         New Products

On August 11, 2004, we announced  that  CirTran-Asia  received a purchase  order
from Emson in New York,  on August 10,  2004  relating to the  manufacture  of a
household   cooking   appliance   for  hot  dogs  and   sausages.   Since  these
announcements,   and  through  the  date  of  this  Report,   CirTran-Asia   had
manufactured  and  shipped  units,   and  received   payments  of  approximately
$1,630,000.

On October 1, 2004, we entered into an agreement  with  Transactional  Marketing
Partners,  Inc. ("TMP"), for consulting services.  Pursuant to the agreement, we
engaged TMP to provide  strategic  planning and for introduction of new business
to us. Under the agreement,  we agreed to pay to TMP a fee of ten percent of the
net proceeds received by us from business brought to us by TMP. The fee is to be
paid within 15 calendar days  following the end of the month in which we receive
the net proceeds. Additionally, we agreed to pay $7,500 during each of the first
six months of the term of the  agreement,  with such payments being viewed as an
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advance against the fee to be earned.  The advance  payments are not refundable,
but will be deducted  from fees earned by TMP. The agreement had an initial term
of six months,  beginning October 1, 2004, and could automatically  extended for
successive  six-month  periods unless either party gives written notice at least
30 days prior to the  expiration  of the term of the agreement of its intent not
to renew. Additionally,  we may terminate the agreement at any time by giving 30
days'  written  notice.  In March  2006,  the parties  have agreed to  six-month
extensions through September 2006. The parties will evaluate the relationship at
that  time and  decide  if  there  needs to be  another  extension.  To date the
relationship  has proven  successful,  resulting in multiple  new  manufacturing
relationships.

On January 19,  2005,  CirTran  Corporation  signed an  Exclusive  Manufacturing
Agreement with Advanced Beauty Solutions L.L.C.  ("ABS"),  a company relating to
the manufacture of a hair product in California.  In early October 2005, we were
notified that ABS had defaulted on its obligation to its financing  company.  We
have  stopped  shipping  under credit and are in the process of  exercising  our
rights permitted by the agreements.

On July 7, 2005,  CirTran  Corporation  signed another  Exclusive  Manufacturing
Agreement  with ABS,  relating  to the  manufacture  of a hair dryer  product in
California.  We had  already  begun  shipment  on  previous  contracts  and were
projecting to begin early in 2006.

In October  2005,  following  the notice of ABS's  default,  we  terminated  the
agreement for both  products  based on the default.  In January 2006,  following
efforts to resolve the disputes  with ABS, the Company  filed a lawsuit  against
ABS, claiming breach of contract,  interference with contractual  relationships,
unjust enrichment, and fraud, and seeking damages from ABS.

With  respect to the flat iron  products,  through  October  2005,  CirTran  had
shipped  directly to ABS  approximately  $4,746,000  worth of the  product,  and
CirTran  had  received  from  ABS or its  finance  company  a  total  amount  of
approximately  $788,000. In November 2005, we repossessed from ABS approximately
$2,341,000  worth of the products in the United States,  as we were permitted to
do pursuant to the agreement.

Since  November  2005,  we have been pursuing our rights under the agreement and
have been offering the flat iron product for sale  directly to ABS's  customers.
In doing so, we sold to ABS's  international  customers  directly  approximately
$426,000  worth of the flat iron product.  The  shipments  have all been paid in
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full. These products shipped were not part of the repossessed inventory.

On January 24, 2006, ABS filed a voluntary  petition for relief under chapter 11
of the United States  Bankruptcy Code in the United States  Bankruptcy Court for
the Central  District of  California,  San Fernando  Valley  Division  (the "ABS
Bankruptcy  Court"),  Case No. SV 06-10076  GM. On January 30,  2006,  a hearing
("Hearing")  was held to consider the Emergency  Motion for Order  Approving the
Settlement  and Compromise of the Disputed  Secured Claims of Inventory  Capital
Group,  Inc.  ("ICG"),  and Media Funding  Corporation  ("MFC") (the "Settlement
Motion") filed by ABS. The continued  Hearing on the Settlement  Motion was held
on February 16, 2006,  at which time the  settlement  was  modified.  Prior to a
separate  hearing  held on March  24,  2006,  on ABS's  Motion  for  Order:  (1)
Approving Sale and Assignment of Substantially All Assets of the Estate Free and
Clear o
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