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CIRTRAN CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
September 30, December 31,
2007 2006
ASSETS
Current Assets
Cash and cash equivalents S 99,442 S 146,050

Trade accounts receivable, net of
allowance for doubtful
accounts of $14,181 and $14,181,
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respectively 1,889,320 982,096
Inventory, Net of reserve of $866,354

and $866,354, respectively 2,048,984 1,960,013
Prepaid Deposits 153,920 80,925
Investment Receivables - 241,744
Other 350,564 213,212
Total Current Assets 4,542,230 3,624,040
Investment in Securities, at Cost 2,570,000 300,000
Deferred Offering Costs, Net 151,072 296,103
Long Term Receivables 1,665,000 1,665,000
Property and Equipment, Net 1,020,366 2,678,454
Intellectual Property, Net 2,179,944 2,451,408
Other Assets 49,717 114,733
Total Assets S 12,178,329 S 11,129,738

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities

Accounts payable S 1,390,695 S 1,135,527
Distribution payable 1,256,640 -
Accrued liabilities 1,606,637 607,649
Deferred revenue 79,361 191,396
Derivative liability 2,725,261 3,362,626
Convertible debenture 3,114,715 2,746,047
Current maturities of long-term

notes payable 462,094 444,436
Notes payable to stockholders 145,000 -
Total Current Liabilities 10,780,403 8,487,681

Long-Term Notes Payable, Less
Current Maturities - 1,023,110

Total Liabilities 10,780,403 9,510,791

Commitments and Contingencies
Minority Interest 1,091,360 -

Stockholders' Equity

Common stock, par value $0.001;
authorized 1,500,000,000 shares;
issued and outstanding shares:

951,405,002 and 656,170,424 951,400 656,165
Employee receivable (66,000) (66,000)
Additional paid-in capital 25,066,355 23,210,461
Accumulated deficit (25,645,189) (22,181,679)
Total Stockholders' Equity 306,566 1,618,947

Total Liabilities and
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Stockholders' Equity 12,178,329 11,129,738

The accompanying notes are an integral part of these

condensed consolidated financial statements.

CIRTRAN CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Three Months Ended
September 30,

2007 2006 2
Net Sales $ 3,533,555 $ 3,044,853 $ 8,
Cost of Sales (1,723,568) (2,307,237) (4,
Gross Profit 1,809,987 737,616 4,
Operating Expenses
Selling, general and

administrative

expenses 2,529,784 1,062,570 7,
Non-cash employee

compensation expense - -

Total Operating
Expenses 2,529,784 1,062,570 7,
Income (Loss) From
Operations (719,797) (324,954) (2,
Other Income (Expense)
Interest (584,328) (693,494) (2,
Gain on settlement 1,168,623 - 1,
Gain on sale/leaseback 19,752 -
Gain on forgiveness

of debt - -
Gain (loss) on

derivative valuation 198,648 (1,961,840)
Total Other Expense,

Net 802,695 (2,655,334) (
Net Income (Loss) S 82,898 $ (2,980,288) S (3,
Basic (income) loss per

common share $ - 3 - 3

Diluted (income)

(UNAUDITED)

For the Nine Months Ended

September 30,

007 2006
700,004 s 7,007,118
135,494) (4,529,641)
564,510 2,477,477
077,802 3,826,899
75,385 65,616
153,187 3,892,515
588, 677) (1,415,038)
044,116) (2,330,309)
168,623 -
40,020 -
23,748 6,930
(63,108) (174,187)
874,833) (2,497,566)
463,510) $ (3,912,604)
- s -
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per common share $ - S - 3 - 3 -

The accompanying notes are an integral part of these
condensed consolidated financial statements.

CIRTRAN CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

For the Nine Months Ended September 30, 2007 2006

Cash flows from operating activities

Net income (loss) (3,463,510) (3,912,604)
Adjustments to reconcile net loss to net
cash used in operating activities:
Depreciation and amortization 639,914 353,793
Accretion expense 1,633,667 1,924,996
Provision for doubtful accounts - (155,757)
Gain on forgiveness of debt (23,748) (6,930)
Gain on sale - leaseback (40,031) -
Gain on settlement (1,168,623) -
Non-cash compensation expense 75,386 57,756
Options issued to attorneys and consultants
for services - 59,851
Change in valuation of derivative 63,109 174,187
Changes in assets and liabilities:
Trade accounts receivable (907,226) (1,079,913)
Prepaid Deposits (72,995) 142,188
Inventories (88,970) 864,158
Prepaid expenses and other assets (72,335) (259, 9406)
Accounts payable 264,443 (198,967)
Accrued liabilities 352,031 45,281
Deferred revenue (112,035) 480,247
Intangibles - (120,000)
Total adjustments 542,587 2,280,944
Net cash used in operating activities (2,920,923) (1,631,660)
Cash flows from investing activities
Intangibles purchased with cash (45,202) (556,163)
Proceeds for sale of property 2,500,000 -
ABS assets acquired with cash - (1,125,000)
Cash issued on LOC (109, 633) (40, 000)
Purchase of property and equipment (209,398) (262,100)
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Net cash provided by (used in)
investing activities 2,135,767 (1,983,263)

Cash flows from financing activities

Proceeds from notes payable to stockholders 355,000 -
Payments from notes payable to stockholders (210, 000) -
Proceeds from notes payable - 1,500,000
Principal payments on LTD (1,255,452) -
Principal payments on notes payable - (26,155)
Proceeds from notes payable to related parties - 110,837
Payment on notes payable to related parties - (206, 643)
Proceeds from sale of interest in AfterBev 1,848,000 -
Proceeds from stock issued in private placement - 1,500,000
Exercise of options issued to attorneys and

consultants for services 1,000 26,376

Net cash provided by financing activities 738,548 2,904,415

Net increase (decrease) 1in cash and cash

equivalents (46, 608) (710,508)
Cash and cash equivalents at beginning of year 146,050 1,427,865
Cash and cash equivalents at end of period S 99,442 S 717,357

The accompanying notes are an integral part of these financial statements.
5
CIRTRAN CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) (CONTINUED)
For the Nine Months Ended September 30, 2007 2006

Supplemental disclosure of cash flow
information

Cash paid during the period for interest $ - S 119,552
Noncash investing and financing activities

Issuance of stock and options for settlement

of litigation - 464,187
Stock issued for settlement of accrued

interest 100,000 130,000
Common Stock issued for partial conversion

of Convertible Debenture 1,965,473 1,910,477
Reclassification accounts receivable to notes

receivable - 1,665,000

and accrued compensation - 54,000
ABS assets acquired in exchange for guaranteed

payment and reduction of claim - 1,185,000
Warrants issued with derivative liability

features - 955,520

Options granted and exercised in partial
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settlement of payable 9,270 18,974
Common Stock issued for the 1.2 for 1

forward split 140,572 -
Deferred gain on the sale and leaseback of

office building 810,736 -
Investment in Play Beverage Group, LLC 750,000 -
Gain on settlement 351,377 -

The accompanying notes are an integral part of these financial statements.

CIRTRAN CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation -- The Company consolidates all of its majority-owned
subsidiaries and companies over which the Company exercises control through
majority voting rights. The Company accounts for its investments in common stock
of other companies that the Company does not control but over which the Company
exert significant influence wusing the equity method, with its share of their
results classified as revenues.

Condensed Financial Statements —-- The accompanying unaudited condensed
consolidated financial statements include the accounts of CirTran Corporation
and its subsidiaries (the "Company"). These financial statements are condensed
and, therefore, do not include all disclosures normally required by accounting
policies generally accepted in the United States of America. These statements
should be read in conjunction with the Company's annual financial statements
included in the Company's Annual Report on Form 10-KSB. In particular, the
Company's significant accounting policies were presented as ©Note 1 to the
consolidated financial statements 1in that Annual Report. In the opinion of
management, all adjustments necessary for a fair presentation have been included
in the accompanying condensed consolidated financial statements and consist of
only normal recurring adjustments. The results of operations presented in the
accompanying condensed consolidated financial statements for the three and nine
months ended September 30, 2007, are not necessarily indicative of the results
that may be expected for the full year ending December 31, 2007.
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Principles of Consolidation —-- The consolidated financial statements include the
accounts of CirTran Corporation, and its wholly owned subsidiaries, Racore
Technology Corporation, CirTran-Asia Inc., CirTran Products, Inc., and CirTran
Media Corp. (formerly known as Diverse Media Group Corporation) (see Note 7,
Commitments And Contingencies Dbelow), PFE Properties, LLC, CirTran Online
Corporation and CirTran Beverage Corp. (see Note 4, Investments, below). All
significant intercompany transactions have been eliminated in consolidation.

Impairment of Long-Lived Assets -The Company reviews its long-lived assets,
including intangibles, for impairment when events or changes in circumstances
indicate that the carrying value of an asset may not be recoverable. The Company
evaluates, at each balance sheet date, whether events and circumstances have
occurred that indicate possible impairment. The Company uses an estimate of
future undiscounted net cash flows from the related asset or group of assets
over their remaining life in measuring whether the assets are recoverable. As of
September 30, 2007, the Company does not consider any of its long-lived assets
to be impaired.

Long-lived asset costs are amortized over the estimated wuseful life of the
asset, which is typically 5 - 7 years. Amortization expense was $105,757 and
$3,837 for the three months ended September 30, 2007 and 2006, and $316,619 and
$11,511 for the nine months ended September 30, 2007 and 2006, respectively.

Registration Payment Arrangements - On January 1, 2007, the Company adopted FASB

Staff Position ("FSP") EITF 00-19-2, Accounting for Registration Payment
Arrangements ("FSP 00-19-2"). Under FSP 00-19-2 and Statement of Financial
Accounting Standards ©No. 5, Accounting for Contingencies ("SFAS 5"), a
registration payment arrangement 1s an arrangement where (a) the Company

endeavors to file a registration statement for certain securities with the SEC
and have the registration statement declared effective within a certain time
period; and/or (b) the Company will endeavor to keep a registration statement

effective for a specified period of time; and (c) transfer of consideration is
required 1if the Company fails to meet those requirements. When the Company
issues an instrument with these registration payment requirements, the Company
estimates the amount of consideration that is likely to be paid out under the
agreement and offsets the amount of the 1liability against the proceeds of the
instrument issued. The estimate is re-evaluated at the end of each reporting
period, with any changes recorded as a registration penalty in the statements of
operations. As further described in Note 7, the Company has instruments that
contain registration payment arrangements. The effect of implementing this FSP
has not had a material effect on the financial statements because the
probability of payment under the terms of the agreements 1s considered to be
remote.

NOTE 2 - REALIZATION OF ASSETS

The accompanying condensed consolidated financial statements have been prepared
in conformity with accounting principles generally accepted in the United States
of America. The Company has a history of 1losses including a net loss of
$3,463,510 for the nine months ended September 30, 2007. As of September 30,
2007, and December 31, 2006, the Company had an accumulated deficit of
$25,645,189 and $22,181,679, respectively The Company had a working capital
deficit of $6,238,173 and $4,863,641 as of September 30, 2007, and December 31,
2006, respectively. In addition, the Company's operations used cash of
$2,920,923 and $1,631,660 for the nine months ended September 30, 2007, and
2006, respectively. These conditions raise substantial doubt about the Company's
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ability to continue as a going concern.

In view of the matters described in the preceding paragraph, recoverability of a
major portion of the recorded asset amounts shown in the accompanying condensed
consolidated balance sheets is dependent upon continued operations of the
Company, which in turn is dependent wupon the Company's ability to meet its
financing requirements on a continuing Dbasis, to maintain or replace present
financing, to acquire additional capital from investors, and to succeed in its
future operations. Along with the continued operation of the Company, there are
several new programs in development. These programs represent a new direction
for the Company into consumer products contract manufacturing & beverage
manufacturing and distribution and marketing. These new programs have the
potential to carry higher profit margins than electronic manufacturing and as a
result, the Company is investing substantial resources into developing these
activities. The financial statements do not include any adjustments relating to
the recoverability and classification of recorded asset amounts or amounts and
classification of liabilities that might be necessary should the Company be
unable to continue in existence.

NOTE 3 - INVENTORY

Inventories are composed of the following:

September 30, December 31,
2007 2006

Raw Materials S 1,955,844 $ 1,739,619

Work in Process 213,534 463,023

Finished Goods 745,960 623,725

Allowance / Reserve (866,354) (866,354)

Totals S 2,048,984 $ 1,960,013

8
NOTE 4 - INVESTMENTS

In May 2007, the Company formed CirTran Beverage Corp. ("CBC"), a wholly owned
subsidiary to arrange for the manufacture, marketing and distribution of the
Playboy 1licensed energy drinks and flavored water Dbeverages, and related
merchandise through various distribution channels, including traditional retail

channels as well as catalogs, internet, live shopping and other channels.

During the nine months ended September 30, 2007, the Company, along with several
other investors, formed After Bev Group, LLC ("AfterBev"). CBC contributed its
expertise for an 84% interest 1in AfterBev, and the additional investors
contributed $500,000 for a 16% interest in AfterBev. Subsequent to the
formation, After Bev purchased a 50% ownership in Play Beverage Group LLC

("PlayBev") for $500,000 using the cash received during its formation, and an
additional $250,000 raised in the form of notes payable. CirTran has recorded
the investment at its cost of $750,000, and has also recorded notes payable for

$250,000 and a minority interest of $500,000. During the third quarter, the
company met some obligations on behalf of After Bev and was able to increase its
ownership to 51% in Play Beverages, LLC.

As of September 30, 2007, additional investors purchased from CBC a 12% profit
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interest in AfterBev for $748,000 and an additional 16% membership interest in
AfterBev for $1,100,000. This brought CBC's ownership in AfterBev to 68% with a
56% interest in profits of AfterBev. The sale of interest credited an additional
minority interest in AfterBev of $591,360 and distributions payable of
$1,256,640.

NOTE 5 - BASIC AND DILUTED NET LOSS PER SHARe

Basic loss per share is calculated by dividing 1loss available to common
shareholders by the weighted-average number of common shares outstanding during
each period. Diluted loss per share is similarly calculated, except that the
weighted-average number of common shares outstanding would include common shares
that may be issued subject to existing rights with dilutive potential when
applicable. The Company had 913,977,773 and 353,250,000 in potentially issuable
common shares at September 30, 2007, and September 30, 2006, respectively, that
were excluded from the calculation of diluted loss per share because the effects
would be anti-dilutive.

NOTE 6 - RELATED PARTY TRANSACTIONS

Notes Payable to Stockholders -- During the second quarter 2007, the President
of the Company loaned the Company a net amount of $70,000, of which $10,000 was
repaid in the third quarter of 2007. Another shareholder, loaned the Company
$450,000, of which $200,000 was repaid in third quarter 2007. The balance of the
loan remains due on demand. The loans were recorded as notes payable to
stockholders.

NOTE 7 - COMMITMENTS AND CONTINGENCIES

Registration Rights -In December 2005, in connection with the Company's issuance
of a convertible debenture to Cornell Capital Partners, L.P. ("Cornell")
(discussed below in Note 9), the Company granted to Cornell registration rights,
pursuant to which the Company agreed to file, within 120 days of the closing of
the purchase of the debenture, a registration statement to register the resale
of shares of the Company's common stock issuable wupon conversion of the
debenture. The Company also agreed to use its Dbest efforts to have the
registration statement declared effective within 270 days after filing the
registration statement. In the event the initial registration statement is not
filed by the scheduled filing deadline then as partial relief for the damages to
any holder of registrable securities, the Company will pay as liquidated damages
either a cash amount or in shares of the Company's common stock, within three

9
business days, equal to two percent of the liquidated wvalue of the convertible
debentures outstanding for each thirty day period after the scheduled filing
deadline, during which the initial registration statement has not been filed.

The Company agreed to register the resale of up to 32,608,696 shares and
10,000,000 warrants, and to keep such registration statement effective until all
of the shares issuable upon conversion of the debenture have been sold.

In August 2006, in connection with the Company's issuance of another convertible
debenture to Cornell, the Company entered into an amended and restated
registration rights agreement with Cornell, which superseded the registration
rights agreement from the December 2005 debenture transaction. Pursuant to the
amended registration rights agreement, the Company agreed to file a registration
statement to register the resale of shares of the Company's common stock

issuable upon conversion of both debentures. In the event the initial
registration statement is not filed by the scheduled filing deadline then as
partial relief for the damages to any holder of registrable securities, the

10
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Company will pay as liquidated damages either a cash amount or in shares of the
Company's common stock, within three business days, equal to two percent of the
liquidated value of the convertible debentures outstanding for each thirty day

period after the scheduled filing deadline, during which the initial
registration statement has not been filed. The Company agreed to file the
registration statement by October 30, 2006. The Company also agreed to use its

best efforts to have the registration statement declared effective within 270
days after filing the registration statement. The Company agreed to register the
resale of up to 74,291,304 shares and 15,000,000 warrants, and to keep such
registration statement effective until all of the shares issuable upon
conversion of the debenture have been sold. The Company subsequently entered
into several extension agreements with Cornell to extend the filing date of the
registration statement to December 15, 2007. As of the date of this Report, no
such registration statement has been filed.

On July 20, 2006, the Company entered into a lockdown agreement with Cornell
(the "Cornell Agreement") related to the first Cornell Debenture (See Note 9.)
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 the Company had taken the steps necessary to
increase its authorized capital. As such, the Company was able to lock down
106,900,000 shares wunderlying the Cornell Debenture and 25,000,000 shares
underlying the Cornell Warrants (See Note 9.) On April 30, 2007 the Company
increased the number of its authorized shares to 1,500,000,000. The increase in
the number of authorized shares provided adequate coverage for the conversion of
the Cornell Debenture and therefore negated the need for the Cornell Lockdown
Agreement.

Diverse Talent Group Transaction - In March 2006, the Company formed a new
subsidiary, Diverse Media Group Corporation ("DMG"), to provide end-to-end
services to the direct response and entertainment industries. The new division
provides product marketing, production, media funding and merchandise
manufacturing services. On May 26, 2006, DMG entered into an assignment and
exclusive services agreement with Diverse Talent Group, Inc., a California
corporation, ("DT"). The Services Agreement had a 5-year term and was made

effective as of April 1, 2006. Pursuant to the Services Agreement, DMG and DT
entered into an exclusive operating 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. The
project did not generate the type of synergy that was anticipated, and it was
concluded that it would be in the best interest of the Company to terminate the
relationship with DT.

10

On March 29, 2007, the Company entered into a term sheet agreement with DT,
which was followed wup with a definitive Settlement and Release Agreement,
Investor Registration Agreement, and an Escrow Agreement all executed on May 15,
2007. These documents contain virtually the same terms and conditions as were
proposed 1in the term sheet. As a result, the Company reached the following
settlement with DT as of March 30, 2007:

(1) The parties agreed to terminate the original agreements and the
Company assigned back to DT all talent contracts and the name
"Diverse Media Group." DT will cause Diverse Media Group, Inc., to
issue 9,000,000 shares of its common stock, which are currently
traded on the pink sheets, to an escrow account. All shares held
in escrow will be subject to the following instructions issued to

11
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the escrow agent:

a. The Company may sell shares under the terms and conditions
of Rule 144;

b. The Company may sell shares pursuant to an effective
registration under the Securities Act of 1933;

c. The Company and Diverse Media Group, Inc. may jointly
instruct the agent to disburse shares from escrow;

d. In the case of bankruptcy the agent may distribute shares;
and

e. Once the aggregate amount of all net proceeds equals or

exceeds $2,000,000 the agent shall deliver any unsold
shares to Diverse Media Group, Inc.

(1ii) Sale and registration of the shares are limited and are subject to
Diverse Media Group's first right of refusal on any proposed stock

sale.

The sale and registration limitations are as follows:

(a) No stock may be sold during the first vyear unless a
registration statement is filed.
(b) The number of shares subject to registration rights is

limited based on the total number of outstanding shares of
Diverse Media Group, Inc. stock.

(c) Sales of stock in subsequent vyears are restricted based on
trading volume.

The emphasis on involvement with talent agencies has been reduced because of the
name change from Diverse Media Group to CirTran Media Corp. as per the terms of
the agreement, and Dbecause of the termination of Trevor Saliba, who was
responsible for talent agency related activities. It is anticipated that with
the Company's continued emphasis in marketing products to the direct-to-TV sales
channel and the marketing of the PlayBev energy drink, both of which wuse
celebrity endorsements, that the Company will renew its development efforts with
the talent agencies when the opportunity presents itself.

On August 14, 2007, 9,000,000 shares of DT common stock had been issued to the
Company and are being held in escrow as per the terms of the agreement. As a
result of the receipt of the DT common stock, the Company recorded a gain of
$1,168,623.

Manufacturing Agreement - On June 10, 2004, the Company entered into an
exclusive manufacturing agreement with certain developers. Under the terms of
the agreement, the Company, through its wholly-owned subsidiary CirTran-Asia,
had the exclusive right to manufacture certain products developed Dby the
developers or any of their affiliates. Had the developers terminated the
agreement prior to June 10, 2007, they would have been required to pay the
Company $150,000. The developers did not terminate the agreement, and on June

10, 2007, the agreement expired according to the terms of the agreement.

11

New Directors - As of February 1, 2007, Fadi Nora was appointed to the Company's
Board of Directors. As compensation, he is entitled to a cash payment of $5,000
per quarter, and stock options to purchase up to a total of 2,000,000 shares of
the Company's common stock as determined by the board. Mr. Nora is also entitled
to a quarterly bonus equal to 0.5% of the Company's gross sales generated
directly by Mr. Nora for each quarter. In addition, Mr. Nora receives 5% of all

12
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gross investments made into the Company that are directly generated and arranged
by him if the following conditions are satisfied: (i) His sole involvement in
the process of obtaining the investment is the introduction of the Company to
the potential investors and that he does not participate in the recommendation,
structuring, negotiation, documentation or selling of the investment, (ii)
neither the Company nor the investor are required to pay any commissions,
finders fees or similar compensation to any agent, broker, dealer, underwriter
or finder in connection with the investment, and (i1ii) the Board in its sole
discretion determines that the investment qualifies for this bonus and that the
bonus may be paid with respect to the investment. Mr. Nora will also be
reimbursed for certain pre-approved expenses.

As of October 1, 2007, Don L. Buehner was appointed to the Company's Board of
Directors. As compensation, he is entitled to a cash payment of $5,000 per
quarter, and stock options to purchase up to a total of 2,000,000 shares of the
Company's common stock as determined by the board. CirTran has agreed to cover
Mr. Buehner under its D&O Insurance Policy. CirTran will reimburse Mr. Buehner
for his expenses incurred in connection with CirTran's Dbusiness, including
expenses for travel, lodging, meals, beverages, entertainment and other items in
accordance with policies established by CirTran.

NOTE 8 - SALE OF PROPERTY

Property Sale - On May 4, 2007, PFE Properties LLC ("PFE"), a Utah limited
liability company and subsidiary of the Company, sold and leased back the land
and building where the Company presently has its headquarters and manufacturing
facility, for $2,500,000. Of that amount, an aggregate of $1,233,288 went to
repay PFE's mortgage loan, taxes, fees, commissions, and other expenses. The net
amount to PFE was $1,266,712, which was paid at closing.

In connection with the sale, the Company entered into a Triple Net Lease (the
"Lease") whereby the Company agreed to lease the property from the buyer. The
term of the lease is for 10 years, with an option to extend the lease for up to
three additional five-year terms. The monthly lease payment will be $17,083.

The Company recorded a gain on the sale of the property of $810,736 which is
being deferred over the life of the lease, 1n accordance with Statement of
Financial Accounting Standards No. 13.

NOTE 9 - CONVERTIBLE DEBENTURES

Highgate - On May 26, 2005, the Company entered into an agreement with Highgate

House Funds Ltd. ("Highgate") to issue to Highgate a $3,750,000, 5% Secured
Convertible Debenture (the "Debenture"). Highgate subsequently changed its name
to Yorkville Advisors, LLC ("Yorkville"), which will be used in this report. The

Debenture is due December 2007 and is secured by all of the Company's property.

12

Accrued interest is payable at the time of maturity or conversion. The Company
may, at its option, elect to pay accrued interest 1in cash or shares of the

Company's common stock. If paid in stock, the conversion price shall be the
closing bid price of the common stock on either the date the interest payment is
due or the date on which the interest payment is made. The balance of accrued

interest owed at September 30, 2007, and December 31, 2006, was $148,335 and
$163,884, respectively.

At any time, Yorkville may elect to convert principal amounts owing on the

13
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Debenture into shares of the Company's common stock at a conversion price equal
to the lesser of $0.10 per share, or an amount equal to the lowest closing bid
price of the Company's common stock for the twenty trading days immediately
preceding the conversion date. The Company has the right to redeem a portion or
the entire Debenture then outstanding by paying 105% of the principal amount
redeemed plus accrued interest thereon.

Yorkville's right to convert principal amounts into shares of the Company's
common stock is limited as follows:

(i) Yorkville may convert up to $250,000 worth of the principal
amount plus accrued interest of the Debenture 1in any
consecutive 30-day period when the market price of the
Company's stock 1s $0.10 per share or less at the time of
conversion;

(ii) Yorkville may convert up to $500,000 worth of the principal
amount plus accrued interest of the Debenture 1in any
consecutive 30-day period when the price of the Company's
stock 1is greater than $0.10 per share at the time of
conversion; provided, however, that Yorkville may convert in
excess of the foregoing amounts if the Company and Yorkville
mutually agree; and

(1i1) Upon the occurrence of an event of default, Yorkville may, in
its sole discretion, accelerate full repayment of all
debentures outstanding and accrued interest thereon or may
convert the Debentures and accrued interest thereon into
shares of the Company's common stock.

Except in the event of default, Yorkville may not convert the Debenture for a
number of shares that would result in Yorkville owning more than 4.99% of the
Company's outstanding common stock.

In connection with the issuance of the Yorkville Debenture, the Company granted
Yorkville registration rights related to the issuance of the debenture.

The Company determined that the features of the Debenture fell under derivative
accounting treatment. As of September 30, 2007, the carrying value of the
Debenture was $1,372,301. The carrying value will be accreted each quarter over
the life of the Debenture until the carrying value equals the unconverted face
value of $1,585,000. The fair value of the derivative liability as of September
30, 2007, was $636,911. The amount remaining as deferred loan fees, of $151,072,
are being amortized over the remaining life of the debenture.

During the nine months ended September 30, 2007, Yorkville converted $1,265,000
of its convertible debenture and $100,000 of accrued interest into 144,662,491
shares of the Company's common stock at conversion rates ranging from $0.00513
to $0.01613 per share, which was the lower of $0.10 or 100% of the lowest
closing bid price of the Company's common stock over the 20 trading days
preceding each conversion. As of September 30, 2007, Yorkville had converted
$2,165,000 of principal on the convertible debenture which leaves an outstanding
balance of $1,585,000.
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Cornell - On December 30, 2005, the Company entered into an agreement with
Cornell Capital Partners, L.P. ("Cornell") to issue to Cornell a $1,500,000, 5%

Secured Convertible Debenture (the "Cornell Debenture"). The Cornell Debenture
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is due July 30, 2008, and is secured by all the Company's property, junior to
the Yorkville security interest.

Accrued interest is payable at the time of maturity or conversion. The Company
may, at its option, elect to pay accrued interest 1in cash or shares of the
Company's common stock. If paid in stock, the conversion price shall be the
closing bid price of the common stock on either the date the interest payment is
due or the date on which the interest payment is made. The accrued interest on
the debenture was $130,890 and $74,795 as of September 30, 2007 and December 31,
2006, respectively.

At any time, Cornell may elect to convert principal amounts owing on the Cornell
Debenture into shares of the Company's common stock at a conversion price equal
to an amount equal to the lowest closing bid price of the Company's common stock
for the twenty trading days immediately preceding the conversion date. The
Company has the right to redeem a portion or the entire Cornell Debenture then
outstanding by paying 105% of the principal amount redeemed ©plus accrued
interest thereon.

Cornell's right to convert principal amounts into shares of the Company's common
stock is limited as follows:

(i) Cornell may convert up to $250,000 worth of the principal
amount plus accrued interest of the Cornell Debenture in any
consecutive 30-day period when the market price of the
Company's stock 1s $0.10 per share or less at the time of
conversion;

(ii) Cornell may convert up to $500,000 worth of the principal
amount plus accrued interest of the Cornell Debenture in any
consecutive 30-day period when the price of the Company's
stock 1is greater than $0.10 per share at the time of
conversion; provided, however, that Cornell may convert in
excess of the foregoing amounts if the Company and Cornell
mutually agree; and

(1ii) Upon the occurrence of an event of default, Cornell Capital
Partners, LP may, 1in its sole discretion, accelerate full
repayment of the debenture outstanding and accrued interest
thereon or may convert the Debenture and accrued interest
thereon into shares of the Company's common stock.

Except in the event of default, Cornell may not convert the Cornell Debenture
for a number of shares that would result in Cornell owning more than 4.99% of
the Company's outstanding common stock.

The Cornell Debenture was issued with 10,000,000 warrants with an exercise price
of $0.09 per share that vest immediately and have a three year life.

In connection with the issuance of the Cornell Debenture, the Company granted
Cornell registration rights related to the issuance of the Cornell Debenture and
Warrants.

The Company determined that the features on the Cornell Debenture and the
associated Warrants fell under derivative accounting treatment.. As of September
30, 2007, the carrying value of the Debenture was $1,014,846. The carrying value
will be accreted each quarter over the life of the Debenture wuntil the carrying

14
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value equals the unconverted face value of $1,500,000. The fair value of the
derivative liability related to the Cornell Debenture, as of September 30, 2007,
was $979,099. The fair value of the warrants was $5,476 as of September 30,
2007.

In connection with the issuance of the Cornell Debenture, fees of $130,000 were
withheld from the proceeds, capitalized, and are being amortized over the life
of the Cornell Debenture.

As of September 30, 2007, Cornell had not converted any of the Cornell Debenture
into shares of the Company's common stock.

Cornell - On August 23, 2006, the Company entered into another securities
purchase agreement (the "Purchase Agreement") with Cornell, relating to the
issuance by the Company of a 5% Secured Convertible Debenture, due April 23,

2009, in the aggregate principal amount of $1,500,000 (the "August Debenture").

Accrued interest is payable at the time of maturity or conversion. The Company
may, at its option, elect to pay accrued interest 1in cash or shares of the
Company's common stock. If paid in stock, the conversion price shall be the
closing bid price of the common stock on either the date the interest payment is
due or the date on which the interest payment is made. The accrued interest on
the debenture was $82,603 and $26,507 as of September 30, 2007 and December 31,
2006, respectively.

At any time, Cornell may elect to convert principal amounts owing on the Cornell
Debenture into shares of the Company's common stock at a conversion price equal
to an amount equal to the lowest closing bid price of the Company's common stock
for the twenty trading days immediately preceding the conversion date. The
Company has the right to redeem a portion or the entire Cornell Debenture then
outstanding by paying 105% of the principal amount redeemed plus accrued
interest thereon.

Cornell's right to convert principal amounts owing under the August Debenture
into shares of the Company's common stock is limited as follows:

(1) Cornell may convert up to $500,000 worth of the principal
amount plus accrued interest of the August Debenture in any
consecutive 30-day period when the price of the Company's
stock is $0.03 per share or less at the time of conversion;

(i1) Cornell may convert any amount of the principal amount plus
accrued interest of the August Debenture in any consecutive
30-day period when the price of the Company's stock is greater
than $0.03 per share at the time of conversion; and

(iii) Upon the occurrence of an Event of Default, Cornell may, in
its sole discretion, accelerate full repayment of the
debentures outstanding and accrued interest thereon or may,
convert all debentures outstanding and accrued interest
thereon into shares of the Company's common stock.

Except in the event of default, Cornell may not convert the August Debenture for
a number of shares of common stock that would cause the aggregate number of
shares of Common Stock beneficially owned by Cornell and its affiliates to
exceed 4.99% of the outstanding shares of the common stock following such
conversion.

In connection with the Purchase Agreement, the Company also agreed to grant to
Cornell warrants (the "Warrants") to purchase up to an additional 15,000,000
shares of the Company's common stock. The Warrants have an exercise price of
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$0.06 per share, and expire three years from the date of issuance. The 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.

In connection with the issuance of the August Debenture, the Company granted
Cornell registration rights related to the issuance of the August Debenture and
Warrants.

The Company determined that the features on the August Debenture and the
associated warrants fell under derivative accounting treatment. As of September
30, 2007, the carrying value of the Debenture was $727,568. The carrying value
will be accreted each quarter over the life of the Debenture until the carrying
value equals the unconverted face value of $1,500,000. The fair value of the
derivative liability related to the Cornell Debenture, as of September 30, 2007,
was $1,014,846. The fair value of the warrants was $10,582 as of September 30,
2007.

In connection with the issuance of the August Debenture, fees of $135,000 were
withheld from the proceeds, capitalized, and will be amortized over the life of
the August Debenture.

As of September 30, 2007, Cornell had not converted any of the August Debenture
into shares of the Company's common stock.

Lockdown Agreement - In connection with the Cornell Debenture and the August
Debenture, Cornell agreed that it could not convert any amount of principal or
interest, until the Company has effectuated an 1increase 1in its authorized

capital. The Company and Cornell also agreed that in the event that the Company
had not effectuated such increase in its authorized capital by October 30, 2006,
which was subsequently extended to June 1, 2007, such failure would constitute
an event of default on parallel with those set forth in the Purchase Agreement
and subject to the same consequences as those listed in the Purchase Agreement.

On April 30, 2007, the Company received shareholder approval to increase its
authorized capital to include 1,500,000,000 shares of common stock as a result
of the increase in the authorized shares. The increase in the authorized capital
provided adequate coverage for the conversion of the Cornell Debenture and the
August Debenture, and therefore negated the need for the Cornell Lockdown
Agreement.

NOTE 10 - STOCKHOLDERS' EQUITY

Common Stock Issuances -During the nine months ended September 30, 2007, the
Company issued to Yorkville 144,662,491, shares of restricted common stock in
connection with a conversion by Yorkville of $1,165,000 principal amount of the
convertible debenture and $100,000 of accrued interest on the debenture. (See
Note 9.)

May 2006 Private Offering - On May 24, 2006, the Company entered into a private
placement agreement whereby the Company sold 14,285,715 shares of its common

stock to ANAHOP, Inc. ("ANAHOP"), an wunrelated party, for $1,000,000. 1In
addition to the shares, the Company 1issued warrants to designees of Anahop as
follows:

- A warrant to purchase up to 15,000,000 shares, with an
exercise price of $0.15 per share, exercisable upon the date
of issuance.
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- 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.

- A warrant to purchase up to 10,000,000 shares, with an
exercise price of $0.50 per share.

16

The warrants are exercisable as of the date of issuance and through and
including the date which is five years following the date on which the Company's
common stock is listed for trading on either the Nasdag Small Cap Market, the
Nasdag Capital Market, the American Stock Exchange, or the New York Stock
Exchange.

The Company determined that because it does not have sufficient authorized
shares of common stock to settle the exercise of the 30,000,000 warrants in
shares of its common stock the warrants should be recorded as a derivative
liability at fair wvalue. The fair wvalue of the derivative 1liability as of
September 30, 2007, was $58,691.

The Company granted piggyback registration rights for the shares underlying the
warrants, effective only after the warrants have been exercised. The Company did
not grant any registration rights with respect to the 14,285,715 shares of
common stock.

June 2006 Private Offering - On June 30, 2006, the Company entered into a second
private placement agreement whereby, the Company agreed to sell 28,571,428
shares of its common stock to ANAHOP. The total consideration to be paid for the
Shares will be $2,000,000 if all tranches of the sale close.

Pursuant to the Agreement, ANAHOP agreed to pay $300,000 at the time of closing,
and an additional $200,000 within 30 days of the «closing. The payments of
$300,000 and $200,000 are referred to <collectively as the "First Tranche
Payments." The First Tranche Payments have been received, $300,000 on June 30,
2006 and $200,000 on July 27, 2006. The Company issued 7,142,857 shares of
common stock upon receipt of the First Tranche Payment.

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

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

(i1) No later than sixty calendar days following the date on which
any class of the Company's capital stock is first listed for
trading on the above listed markets, ANAHOP agreed to pay an

additional $1,000,000. (The payments of $500,000 and
$1,000,000 are referred to collectively as the "Second Tranche
Payment.")

Upon receipt of the Second Tranche Payment, the Company agreed to issue ANAHOP
21,428,571 shares of common stock and to issue warrants to designees of ANAHOP
as follows:

- A warrant to purchase up to 30,000,000 shares, with an
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exercise price of $0.15 per share, exercisable upon the date
of issuance.

- 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.

- 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.

The Warrants are exercisable as of the date of issuance and through and
including the later of the fifth anniversary of the date of the warrant or the
fifth anniversary of the date on which the Company's common stock is first
listed for trading on either the Nasdag Small Cap Market, the Nasdag Capital
Market, the American Stock Exchange, or the New York Stock Exchange.

The Company granted piggyback registration rights for the shares underlying the
warrants, effective only after the warrants have been exercised. The Company did
not grant any registration rights with respect to the common shares issued or to
be issued in connection with the June 2006 private offering.

17
Lockdown Agreements - On July 20, 2006, the Company entered into a lockdown
agreement with ANAHOP, (the "ANAHOP Agreement"), Albert Hagar, and Fadi Nora,

and related to the May and June private placement transactions discussed above.
Albert Hagar and Fadi Nora were the designees to whom ANAHOP assigned the
30,000,000 warrants. 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 the Company had taken the steps
necessary to increase its authorized capital. Additionally, ANAHOP agreed that
it would not make the Second Tranche Payment to purchase the Second Tranche
Shares until the Company had taken the steps necessary to increase its
authorized capital. As such, under the ANAHOP Agreement, the Company was 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.

As noted above, on April 30, 2007, the Company received shareholder approval to
increase its authorized capital to include 1,500,000,000 shares of common stock.
The increase in the authorized capital provided adequate coverage for the
conversion of the ANAHOP warrants and therefore negated the need for the
lockdown agreement.

Increase in Authorized Shares - On April 30, 2007, the Company held a special
meeting of shareholders to vote on increasing the authorized capital of the
Company to include 1,500,000,000 shares of common stock and to effectuate a 1.2

shares for one share forward stock split. These proposals were approved by the
shareholders.
Ticker symbol change - In conjunction with the forward stock split, on May 25,

2007, Nasdag also notified the Company that the Company's new ticker symbol as
of the opening of business on May 29, 2007, would be CIRC.

NOTE 11 - STOCK OPTIONS AND WARRANTS

A summary of the stock option activity for the nine months ended September 30,
2007, is as follows:
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Weighted Average

Shares Exercise Price
Outstanding at December 31, 2006 10,750,500 $ 0.03
Granted 18,000,000 $ 0.02
Exercised -
Forfeited 7,500,000 $ 0.03
Outstanding at September 30, 2007 21,250,500 $ 0.02
Exercisable at September 30, 2007 21,250,500 $ 0.02

Pursuant to an employment agreement, dated May 25, 2006, Mr. Nassif, of DMG, was
granted options to purchase 2,500,000 shares of the Company's stock at an option
price of $0.05 per share. Those options were to vest over a five year period.
Since that time the Company and Mr. Nassif have agreed to terminate the
employment agreement at which point the options granted under the agreement are
forfeited by Mr. Nassif.

18

Pursuant to an amended employment agreement, dated January 25, 2007, Mr. Saliba,
was granted options to purchase 4,000,000 shares of the Company's stock at an
option price of $0.016 per share. Those options were to vest over a five year
period. Since that time the Company and Mr. Saliba have agreed to terminate the
employment agreement at which point the options granted under the agreement are
forfeited by Mr. Saliba.

NOTE 12 - SEGMENT INFORMATION

Segment information has Dbeen prepared in accordance with SFAS No. 131,
"Disclosure About Segments of an Enterprise and Related Information." The
Company has three reportable segments: electronics assembly, contract

manufacturing, and marketing and media. The electronics assembly segment
manufactures and assembles circuit boards and electronic component cables, along
with the contract manufacturing segment which manufactures, either directly or
through foreign subcontractors, certain products are under an exclusive
manufacturing agreement. The marketing and media segment includes sales from
infomercials and talent agency fees. The Company evaluates performance of each
segment based on earnings or loss from operations. Selected segment information
is as follows:

Electronics Contract Marketing
Assembly Manufacturing and Media Total
September 30, 2007
Sales to external
customers $ 2,538,464 $ 2,461,879 $ 3,699,660 $ 8,700,004
Intersegment sales - - - -
Segment income (loss) (3,706,882) (631,371) 874,743 (3,463,510)
Segment assets 8,180,962 206,525 3,790,842 12,178,329
Depreciation and
amortization 307,560 186,626 696 494,882

September 30, 2006
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Sales to external

customers $ 1,962,065 $ 4,212,188 $ 832,865 $ 7,007,118
Intersegment sales 12,499 - - 12,499
Segment loss (3,301,127) (504, 695) (106, 785) (3,912,607)
Segment assets 9,229,841 3,586,199 103,088 12,919,128
Depreciation and

amortization 135,309 99,321 - 234,630

September 30,

Sales 2007 2006
Total sales for reportable segments $ 8,700,004 $ 7,019,617
Elimination of intersegment sales - (12,499)
Consolidated net sales $ 8,700,004 $ 7,007,118

Total assets for reportable segments $ 12,178,329 $ 12,919,128
Adjustment for intersegment amounts - -

Consolidated total assets $ 12,178,329 $ 12,919,128
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NOTE 13 - SUBSEQUENT EVENTS

Yorkville

In October 2007, Yorkville converted $160,000 of its convertible debenture into
31,189,084 shares of the Company's common stock at a conversion rate of $0.005
per share, which was the lower of $0.10 or 100% of the lowest closing bid price
of the Company's common stock over the 20 trading days preceding the conversion.

In November 2007, Yorkville converted $245,000 of its convertible debenture into
47,758,285 shares of the Company's common stock at a conversion rate of $0.005
per share, which was the lower of $0.10 or 100% of the lowest closing bid price
of the Company's common stock over the 20 trading days preceding the conversion.
As of the date of this Report, the remaining principal balance was $1,180,000.

As of the date of this report and subsequent to September 30, 2007, additional
investors contributed $1,550,000, for approximately 12% interest in AfterBev,
which decreased CirTran Beverage Corp's ownership interest in AfterBev to
approximately 42%.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATIONS

This discussion should be read in conjunction with Management's 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, 2006.

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 wutilization, improved inventory management, and increased

purchasing power.

We have several new programs in development. These programs represent a new
emphasis into consumer products contract manufacturing and marketing. Management
believes that these new programs have the potential to carry higher profit
margins than electronic manufacturing and as a result, through our subsidiaries,
we are investing substantial resources into developing these activities.

We are organized into five principal divisions: CirTran USA, CirTran Asia,
CirTran Products, CirTran Beverage Corp., and CirTran Media (fka Diverse Media
Group) which is responsible for marketing new programs.

CirTran Asia

During 2004, we established a new division, CirTran-Asia, Inc, which has
contributed to a large portion of the revenues since that time. 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
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markets. Our experience and expertise in manufacturing enables CirTran-Asia to
enter a project at any phase whether it be 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 allowed us to target large-scale contracts. Having proven the value and
reliability of its core products, CirTran Corporation has chosen to expand into
previously untapped product lines.

CirTran Asia has established a satellite office in Shen Zhen, China, and
retained Mr. Charles Ho to lead this division.

21

CirTran Products

On December 2, 2005, we announced that we had formed a new division, CirTran
Products, which will offer products for sale at retail. Consumer products built
by our CirTran Asia subsidiary, as well as other ©products, are available for
retail sale from this subsidiary.

As was recently announced, Trevor Saliba is no longer with CirTran Corporation;
this, however, does not change the original intent of CirTran Products which is
temporarily being run from the Salt Lake City headquarters. The Los Angeles
office will remain open and is currently being staffed by an office manager, who
will oversee operations, and a support person, who will attend to the daily
functions of the Los Angeles office.

CirTran Products also intends to pursue contract manufacturing relationships in
the consumer products industry which can include product 1lines including:
home/garden, kitchen, health/beauty, toys, and 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 November 11, 2007,
we had concentrated our product development efforts into three areas, home and
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 separate trademarked names owned by CirTran Products. As of the date of
this Report, we are in the testing phase for some programs and are preparing to
launch various programs where CirTran Media Corporation will operate as the
marketer, campaign manager and distributor in various product categories
including beauty products, entertainment products, software products, and
fitness and consumer products.

As of the date of this Report, we are no longer under contract with the direct
marketing company that was selling the TCP units domestically. However, we are
currently under contract with an international direct marketing company to
supply them with the True Ceramic Pro flat irons ("TCP"). As a result of
terminating the domestic sales contract, CirTran Products has begun a direct TV
marketing program whereby all of the direct marketing functions have been
brought in-house and a direct TV marketing program currently being implemented.
The direct TV marketing program is in the test phase and a determination on
taking the program to the roll-out phase it currently being evaluated. Since
June 6, 2006, the date of the ABS bankruptcy settlement (see discussion below on
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page 28) and through the date of this report, CTP generated sales of
approximately $2,299,000. CTP continues to generate sales of TCP units and other
ancillary hair care products to the direct marketing company, and the program is
expected to continue being profitable during 2007. The project has recently seen
great success in a new international territory.

CirTran Media Corp. (fka Diverse Media Group)

On March 21, 2006, we announced that we had formed a new subsidiary, Diverse

Media Group ("DMG"), 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. This division 1is

headquartered in CirTran's Los Angeles (Century City) offices and was previously
headed by Mr. Saliba. As of the date of this Report, we were developing
proprietary programs to be launched in the product marketing production services
and media funding divisions and we were preparing to launch various programs
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where DMG will operate as the marketer, campaign manager and/or distributor in
various product categories including beauty products, entertainment products,
software products, and fitness and consumer products. This division currently

reports to the president of our company.

On May 26, 2006, DMG entered into an assignment and exclusive services agreement

with Diverse Talent Group, Inc., a California corporation, ("DT"). The Services
Agreement has a 5 year term and was made effective as of April 1, 2006. Pursuant
to the Services Agreement, DMG and DT entered into an exclusive operating

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. The project did not generate the
type of synergy that was anticipated, and it was concluded that it would be in
the best interest of the Company to terminate the relationship with DT.

On November 28, 2006, we announced that Diverse Media Group had signed a
two-year lease on a 1,150 sg. ft. facility in Bentonville, Arkansas, 1in close
proximity to Wal-Mart's world headquarter. The office, which is managed by Mr.
Oliver Mulcahy, 1s strategically located to help create and manage an ongoing
relationship.

On March 29, 2007, CirTran entered into a term sheet agreement with DT, which
was followed up with a definitive Settlement and Release Agreement, Investor
Registration Agreement, and an Escrow Agreement all executed on May 15, 2007.
These documents contain virtually the same terms and conditions as were proposed
in the term sheet. As a result, we reached the following settlement with DT as
of March 30, 2007:

(1) The parties agreed to terminate the original agreements and the
Company assigned back to DT all talent contracts and the name
"Diverse Media Group". DT will cause Diverse Media Group, Inc., to
issue 9,000,000 shares of its common stock, which are currently
traded on the pink sheets, to an escrow account.. As of the date
of this report, we were advised that the 9,000,000 shares had been
received by the escrow agent. All shares held in escrow will be
subject to the following instructions issued to the escrow agent:
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a The Company may sell shares under the terms and conditions
of Rule 144;

b The Company may sell shares pursuant to an effective
registration under the Securities Act of 1933;

c The Company and Diverse Media Group, Inc. may jointly
instruct the agent to disburse shares from escrow;

d In the case of bankruptcy the agent may distribute shares;
and

e On the aggregate amount of all net proceeds equals or

exceeds $2,000,000 the agent shall deliver any unsold
shares to Diverse Media Group, Inc.

(ii) Sale and registration of the shares are limited and are subject
to Diverse Media Group's first right of refusal on any proposed
stock sale.

The sale and registration limitations are as follows:

(a) No stock may be sold during the first year.

(b) The number of shares subject to registration rights is
limited based on the total number of outstanding shares of
Diverse Media Group, Inc. stock.
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(c) Sales of stock in subsequent years are restricted based on
trading volume.

DMG will continue to develop relationships with talent agencies as they have
done since inception. As part of the settlement, CirTran must change the name of
our DMG subsidiary and discontinue the use of the name "Diverse". Since the
execution of the settlement and release agreement, CirTran has filed to amend
the name of the subsidiary to CirTran Media Corp. ("CTM"). CTIM will continue to
produce infomercials for the direct marketing industry and for product marketing
campaigns. CTM will also provide product marketing, production, media funding
and merchandising services to the direct response and entertainment industries
in concert with the original objectives of formation.

RCG Group

On October 3, 2006, we announced that we had engaged the services of The RCG
Group ("RCG") to assist in certain financial relations/corporate communications
and other consulting services. RCG is being retained to specifically assist us
in developing and executing an effective financial relations/corporate
communications strategy. The primary objective of such program will be to
position us to secure and then maintain a listing on the American Stock Exchange
or NASDAQ markets as soon as is reasonably possible. Additionally, RCG has been
retained to further assist us in its endeavor to secure meaningful public,
trading market sponsorship from professional investors as well as certain
members of the institutional investment community. During the second and third
quarters, RCG was not actively involved in this effort and it was agreed that we
would renew our relationship with RCG sometime in the future.

CirTran Online Corporation

During the first quarter of 2007, the Company formed CirTran Online Corporation

("CTO"), a new wholly owned marketing-driven subsidiary to sell products via the
internet, to offer training, software, marketing tools, web design and support
as well as other e-commerce related services to internet entrepreneurs, and to

telemarket directly to buyers of its products and services.
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CirTran signed a three-year Assignment and Exclusive Services Agreement for its
subsidiary, CTO, with Global Marketing Alliance ("GMA"), founded by Mr. Sov Ouk,
and its affiliate companies, Online Profit Academy, LLC, and Online 2 Income,
LLC including Webprostore.com and Myitseasy.com. Based in the Salt Lake area,
the companies offer a wide range of services for E-commerce including eBay
sellers.

CirTran also signed a three-year Employment Agreement with Mr. Ouk to serve as
Senior Vice President of the new subsidiary.

GMA and its affiliates offer a range of complementary capabilities and products
for E-commerce, including seminars on how to buy and sell on the World Wide Web.
GMA is experienced in building E-commerce websites and currently host sites for
internet entrepreneurs.

CirTran Beverage Corp.

In May 2007, the Company formed CirTran Beverage Corp. ("CBC"), a wholly owned
subsidiary to arrange for the manufacture, marketing and distribution of the
Playboy-licensed energy drinks, flavored water beverages, and related
merchandise through various distribution channels, including traditional retail
channels as well as catalogs, internet, 1live shopping and other channels. Two
versions of the energy drink are currently being developed; a sugar-free and a
regular version, Dboth of which will be the initial products introduced into the
market. The marketing and production phases, of which, are currently being
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implemented. Through PlayBev's new executive director of marketing, Andrei
McQuillan, marketing has developed a program to support and stimulate sales of
the energy drink. The marketing program has made contacts with several
celebrities who have been photographed and publicized with the energy drinks.
Additionally, a college bus tour has been planed to tour the Southwest United
States in August 2007, and then tour the Southeast Football Conference as part
of a promotional effort which targets the main age groups in our demographics.
An ad was placed in the October 2007 issue of Playboy magazine, which is a
college-oriented edition of the magazine and will re-enforce our presence in the
college market. As a part of the marketing plan, we are also developing
collateral materials wused to support the product in the college market place.
The production phase of the project is under the control of a team, directed by
Shaher Hawatmeh, Chief Operating Officer of CirTran Corporation. This team has
developed, and tested an energy drink formula, and the sample products are being
used in the preliminary stages of the project. A focus group taste test was
recently conducted by Alder-Weiner Research, and the results, although they are
preliminary, were very positive for the regular energy drink and while the
indicators were not as strong for the sugar-free energy drink, they were
nevertheless positive in comparison to other sugar-free energy drinks. The
distribution group is conducting negotiations with several potential production
facilities, and will be making final determinations pertaining to the selection
of a production network. While distribution is awaiting a final product, the
main focus is to develop a plan to create a national distribution network. The
two energy drinks are being currently distributed and tested in New Hampshire,
Maine, and southern California. The initial results have been promising.

CirTran USA

We have three principal business segments: electronics assembly and manufacture;
contract manufacturing; and marketing and media.
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Electronics Assembly and Manufacture

For the nine months ended September 30, 2007, approximately 30% of our revenues
were generated by our low-volume electronics assembly activities as compared to
30% of revenues for the same period in 2006, which consist primarily of the
placement and attachment of electronic and mechanical components on printed
circuit boards and flexible (i.e., bendable) cables. Although the percentages of
sales were identical, we generated $576,000 more in sales in the third quarter
of 2007 when compared to the same period 1in 2006. The percentage 1is not
reflective of the dollar increase Dbecause of a $2,867,000 increase in sales
generated by our marketing and media segment. We also assemble higher-level
sub-systems and systems incorporating printed circuit Dboards and complex
electromechanical components that convert electrical energy to mechanical
energy, in some cases manufacturing and packaging products for shipment directly
to our customers' distributors. In addition, we provide other manufacturing
services, 1including refurbishment and remanufacturing. We manufacture on a
turnkey basis, directly procuring any of the components necessary for production
where the OEM customer does not supply all of the components that are required
for assembly. We also provide design and new product introduction services,
just-in-time delivery on low to medium volume turnkey and consignment projects
and projects that require more value-added services, and price-sensitive,
high-volume production. Our goal is to offer customers significant competitive
advantages that can be obtained from manufacturing 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.
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Contract Manufacturing

Through our subsidiary, CirTran-Asia, we design, engineer, manufacture and
supply products in the electronics, consumer products and general merchandise
industries for various marketers, distributors and national retailers. This new
division is our Asian-based, wholly owned subsidiary, and provides 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. 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, allowed us to
target large-scale contracts.

As noted above, CirTran has established a dedicated satellite office for
CirTran-Asia, and has retained Mr. Charles Ho to lead the division. Having
proven the value and reliability of its core products, CirTran Corporation has
chosen to expand into previously untapped product lines. CirTran-Asia intends to
pursue manufacturing relationships beyond printed circuit board assemblies,
cables, harnesses and injection molding systems Dby establishing complete
"box-build" or "turn-key" relationships in the electronics, retail, and direct
consumer markets.

In 2006 and during the second quarter of 2007, we developed several items, in
the fitness and exercise products category and in the household and kitchen
appliance, and 1in the health and beauty aids markets, which are being
manufactured in China through our subsidiary CirTran Asia. Sales of theses
products contributed approximately 60% of revenues reported in 2006 compared to
28% in the third quarter 2007. The decrease is the result of test marketing the
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TCP units which are currently being sold in-house. The TCP units had previously
been sold at wholesale, but we are now selling the TCP products in-house to the
direct-to-TV market. The offshore contract manufacturing will continue to be an
area of emphasis.

Marketing and Media

We are also developing a new relationship with Global Marketing Alliance, LLC
("GMA") an internet sales and telemarketing company. In 2007, we signed a
three-year Assignment and Exclusive Services Agreement with GMA and a three-year
Employment Agreement with GMA founder Mr. Sov Ouk, to serve as Senior Vice
President of the new venture. We anticipate that by expanding our exposure to
the market place through internet and telemarketing capabilities we will enhance
our marketing mix with a low cost alternative to our other marketing channels
and develop market share.

Main Business Areas

We have three main Dbusiness areas of focus. They are: fitness and exercise
products; household and kitchen appliances and health and beauty aids; and
electronics products and manufacturing.

Fitness and Exercise Products

We began manufacturing fitness products 1in May 2004. To date, we have
manufactured and sold over 12 different fitness products. We manufacture all of
our fitness products through our CirTran Asia operation.

In early June 2004, we entered into an exclusive manufacturing agreement with
certain Developers, including Charles Ho, the President of CirTran-Asia. Under
the terms of the agreement, we, through our wholly-owned subsidiary
CirTran—-Asia, have 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 Dbasis unless terminated by either party by providing written
notice.
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On September 10, 2004, we announced that 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
man