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[tem 1. CONDENSED FI NANCI AL STATEMENTS

CEREPLAST, INC
CONDENSED BALANCE SHEETS
SEPTEMBER 30, 2005 AND DECEMBER 31, 2004

<TABLE>
<CAPTI O\>
Quarter
Ended Year Ended
Sept enber
30, Decenber 31
2005

(unaudi t ed)
ASSETS
Current Assets
<S>
<C <C
Cash
$ 13, 074 $ 4,705
Accounts Recei vabl e,
Net 104, 351 35, 582
I nventory
148, 172 194, 173
Pr epai d
Taxes
1, 753 -
Total Current
Asset s 267, 350 234, 460

Property and Equi pnent
Property and Equi pnent,
net 360, 610 159, 209

Accunul at ed Depreciation and
Anorti zation (65, 947) (34, 607)

Net Property and
Equi prent 294, 663 124, 602

O her Assets
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| nt angi bl es,

Net

1, 995
Deposits

33,717

Asset s

$ 597, 725

$

Current Liabilities
Accounts Payabl e

$ 146, 564
O her
Payabl e
2,920
Accrued
Expenses
40, 580
Credit
Li nes
45, 290
Not e Payabl e,
Cust oner
50, 000
Shar ehol der s
Loan
249, 375
Capi t al
Portion
Loan Payabl e,
Portion

Liabilities

Leases,

2,205
1, 684

Total O her

35,712

Total Assets
362, 951

LI ABI LI TI ES AND SHAREHOLDERS'

581, 174

Long-Term Liabilities

Capi t al
Leases

3, 889

EQUI TY (DEFI CI T)

$ 220, 442

59, 590

32,212

Current

36, 872 8, 863
Current
9, 573 9, 102
Total Current

330, 209
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138, 690 14, 635
Loan
Payabl e
27,922 35, 162
Shar ehol der s
Loan
- 158, 170
Total Long-Term
Liabilities 166, 612 207, 967
Tot al
Liabilities 747,786 538, 176

Sharehol ders' Equity (Deficit)
Preferred Stock, $0.001 par val ue;
5, 000, 000 aut horized preferred shares;
0 and 75, 000 shares issued
and out st andi ng - 75
Common Stock, $0.001 par val ue;
475, 000, 000 aut hori zed shares;
162, 171, 262 and 129, 826, 125 shares i ssued and

out st andi ng 162,172 129, 827
Addi tional Paid in
Capit al 781, 653 137, 300
Accunul at ed
Deficit
(1, 093, 886) (442, 427)
Total Sharehol ders' Equity
(Deficit) (150, 061) (175, 225)
Total Liabilities and Sharehol ders' Equity (Deficit)
$ 597, 725 $ 362, 951
</ TABLE>

See Acconpanyi ng Notes to Financial Statenents
2
<PAGE>

CEREPLAST, | NC.
STATEMENTS OF OPERATI ONS
FOR THE THREE MONTHS AND NI NE MONTHS ENDED SEPTEMBER 30, 2005 AND 2004
( UNAUDI TED)
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<TABLE>
<CAPTI O\>
Quarter
Ended Ni ne Mont hs Ended
Sept enber
30, Sept enber 30, Sept enber 30, Sept enber 30,
2005
2004 2005 2004
<S>
<C <C <C <C
REVENUES $ 172, 935
$ 274,536 $ 464, 052 $ 494, 403
COST OF SALES
179, 229 295,179 418, 970 473, 965
GRCOSS PROFI T
(6, 294) (20, 643) 45, 082 20, 438
OPERATI NG
EXPENSES
224,524 45, 844 663, 155 192, 573
LOSS FROM OPERATI ONS BEFORE OTHER EXPENSES
(230, 818) (66, 487) (618, 073) (172, 135)
OTHER EXPENSES
I nt erest
(14, 988) (5,921) (33, 386) (15, 715)
NET LOSS $ (245, 806)
$ (72,408) $ (651,459) $ (187, 850)
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BASI C AND DI LUTED LOSS PER SHARE $
(0.00) $ (0. 00)

VEI GHTED- AVERAGE COMVON SHARES QOUTSTANDI NG
151, 590, 529 128, 194, 151
BASI C AND DI LUTED

</ TABLE>
See Acconpanyi ng Notes to Financial Statenents
3
<PAGE>
CEREPLAST, | NC.
STATEMENT OF SHAREHOLDERS' DEFIC T
FOR THE NI NE MONTHS ENDED SEPTEMBER 30, 2005 AND 2004
( UNAUDI TED)
<TABLE>
<CAPTI O\>
Addi ti onal
Conmmon st ock
Preferred stock Pai d-in Accunul at ed
Shar es Anmount
Shar es Anmpunt Capi t al Deficit Tot al
<S> <C <C
<C <C <C <C <C
Bal ance, Decenber 31, 2003 123,172,500 $ 123,173
- $ - $ 1, 827 $ (155, 729) $ (30, 729)

| ssuance of preferred stock in February
2004 for cash (75,000 preferred shares
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i ssued at $1.00 per share) -
- 75, 000 75 74,925 - 75, 000

| ssuance of common stock in March 2004

for services (6,406,125 conmon shares

i ssued at fair val ue) 6, 406, 125

6, 406 - - 58, 296 - 64, 702

Net Loss -
. . - . (115,442) (115, 442)

Bal ance, June 30, 2004 129, 578, 625
129, 579 75, 000 75 135, 048 (271, 171) (6, 469)

| ssuance of conmon stock in Decenber 2004

for services (247,500 comon shares issued

at fair val ue) 247,500

248 - - 2,252 - 2,500

Net Loss -
- - - - (171, 256) (171, 256)

Bal ance, December 31, 2004 129, 826,125 $ 129, 827
75, 000 $ 75 $ 137,300 $ (442, 427) $(175, 225)

| ssuance of conmmon stock in March 2005 for

cash (2,000,031 common shares issued at

$0. 02 per share ) 2,000, 031

2, 000 - - 37,975 - 39, 975

| ssuance of common stock in March 2005 for
cash (660,000 common shares issued at

$0. 03 per share ) 660, 000

660 - - 20, 588 - 21, 248
Converted preferred shares to common shares 2,475, 000

2,475 (75, 000) (75) (2, 400) - -
Net Loss -

- - - - (37, 755) (37, 755)
Bal ance, March 31, 2005 134,961,156 $ 134, 962
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- $ - $ 193,463 $ (480,182)  $(151, 757)

| ssuance of conmon stock in April 2005 for

cash (25,000,000 common shares issued at

$0. 02 per share) 25, 000, 000

25, 000 - - 475, 000 - 500, 000

| ssuance of conmon stock in April 2005 for
servi ces (660,000 common shares issued at

$0. 02 per share) 660, 000
660 - - 12, 540 - 13, 200
</ TABLE>
See Acconpanying Notes to Financial Statements
4
<PAGE>
CEREPLAST, INC
STATEMENT OF SHAREHOLDERS' DEFICI T
FOR THE NI NE MONTHS ENDED SEPTEMBER 30, 2005 AND 2004
( UNAUDI TED)
<TABLE>
<CAPTI O\>
Addi ti onal
Commmon st ock
Preferred stock Pai d-in Accumrul at ed
Shar es Anpunt
Shar es Amount Capi t al Deficit Tot al
<S> <C <C
<C <C <C <C <C

| ssuance of conmon stock in April 2005 for

servi ces (678,106 common shares issued at

fair val ue) 678, 106

678 - - 14, 322 - 15, 000

| ssuance of conmon stock in April 2005 for

cash (415,000 common shares issued at $0. 10

per share) 415, 000

415 - - 41, 085 - 41, 500
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| ssuance of common stock in May 2005 for
cash (212,000 comon shares issued at $0. 10

per share) 212,000

212 - - 20, 988 - 21, 200
| ssuance of conmon stock in June 2005 for

cash (215,000 common shares issued at $0.10

per share) 215, 000

215 - 21, 285 - 21, 500
Subscription receivable

30, 000 30 2,970

Net Loss -

- - - - (367, 898) (367, 898)
Bal ance, June 30, 2005 162,171, 262

162, 172 - - 781, 653 (848, 080) 95, 745
Common St ock Subscri bed (30, 000)

(30) - (2,970) - (3,000)
Common Stock issued 30, 000

30 - - 2,970 - 3,000
Net Loss -

- - - - (245, 806) (245, 806)

Bal ance, Septenber 30, 2005

162,171,262 $ 162,172

- $ - $ 781, 653 $( 1, 093, 886) $( 150, 061)
</ TABLE>
See Acconpanyi ng Notes to Financial Statenents
5
<PAGE>

CEREPLAST, | NC.
STATEMENTS OF CASH FLOWS
FOR THE NI NE MONTHS ENDED SEPTEMBER 30, 2005 AND 2004
( UNAUDI TED)
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<TABLE>
<CAPTI ON>
Ni ne
Mont hs Ended
Sept enber
30, Sept ember 30,
2005 2004

CASH FLOAS FROM OPERATI NG ACTI VI Tl ES:

<S>
<C <C
Net
| oss
$ (651,459) % (187, 850)

Adj ustmment to reconcile net loss to net cash
used in operating activities
Depr eci ati on

and

anortization

31, 550 18, 258

Common stock issued

for

services

28, 200 64, 703
(I ncrease) Decrease in:
Account s

Recei vabl e

(68, 767) (44, 302)
I nventory

46, 000 64, 494
Deposits

(32,033) -
Pr epai d

Taxes

(1, 753) -
I ncrease (Decrease) in:
Account s

Payabl e

(73, 877) 15, 253
O her

Payabl es

2,920 -
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Accrued
Expenses
(19, 009) (15, 282)

NET CASH USED I N
OPERATI NG
ACTI VI TI ES
(738, 228) (84, 726)

NET CASH USED | N | NVESTI NG ACTI VI TI ES:
Purchase of property and equi pnent,
and i ntangi bl es (17, 700) (2,170)

CASH FLOWNS FROM FI NANCI NG ACTI VI Tl ES:
Bank

overdraft

Advances

from

shar ehol ders

36, 838 -
Payment s on advances

from

shar ehol der s

(45, 634) (89, 508)
Advances on

Credit

Li nes

13, 077 1,472
Paynments on

Capi t al

Leases

(31, 638) (3,275)
Payments on Term

Loan

Payabl e

(6, 769) (3, 555)
Funds received from Term

Loan Payabl e

- 50, 000
Proceeds from
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Not es

Payabl e

150, 000 0
Proceeds from i ssuance of

preferred stock

- 75, 000
Proceeds from i ssuance of
conmmon
st ock 648, 423 -

NET CASH PROVI DED BY

FI NANCI NG

ACTI VI TI ES

764, 297 30, 134

NET | NCREASE ( DECREASE)
I'N

CASH

8, 369 (56, 762)

CASH, BEGQ NNI NG

OF

PERI OD

4,705 67,790

CASH, END OF
PERI CD
$ 13,074  $ 11, 028

SUPPLEMENTAL DI SCLOSURE OF CASH FLOW | NFORVATI ON
| nt er est

pai d

$ 23,927 $ 10, 560

</ TABLE>

See Acconpanying Notes to Financial Statenents
6
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<PAGE>

CEREPLAST, | NC.
NOTES TO FI NANCI AL STATEMENTS - UNAUDI TED
FOR THE NI NE MONTHS ENDED SEPTEMBER 30, 2005 AND 2004

1. CORGANI ZATI ON AND LI NE CF BUSI NESS
ORGANI ZATI ON

Cereplast, Inc. (the "Conpany" or "Cereplast”) was incorporated in the
state of Nevada on Septenber 29, 2001. The Conpany, based in Hawt horne and
San Francisco, California, began conmmrercial operations January 1, 2002 to
provi de products and services for biodegradabl e packagi ng and organi c waste
systenms in the food service and beverage industries. The Conpany rents two
i ndustrial and research and devel opnent spaces in California.

The acconpanyi ng interi munaudited condensed financial statenments have been
prepared in accordance with accounting principles generally accepted in the
United States for interim financial information and pursuant to the rules
and regul ations of the Securities and Exchange Conm ssion. Accordingly,
they do not include all of the information and footnotes required by
accounting principles generally accepted in the United States for conplete
financial statenents. |In the opinion of managenent, all adjustnents
(consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Operating results for the nine-nonth
period ended Septenber 30, 2005 are not necessarily indicative of the
results that rmay be expected for the year ending Decenber 31, 2005. For
further information, refer to the financial statenents for the year ended
Decenber 31, 2004 and the notes thereto included in the Conpany's Annua
Report.

The bal ance sheet at Decenber 31, 2004 has been derived fromthe Conpany's
year-end audited financial statements but does not include all of the
information and footnotes required by accounting principles generally
accepted in the United States for conplete financial statements.

LI NE OF BUSI NESS

The Conpany had devel oped a breakthrough technology to produce proprietary
bi o- based resins, which are wused as substitutes for conventi ona
petrol eum based plastics in a variety of applications, including the
manuf acture of food service itens such as utensils, plates, cups, and
straws. The Conpany al so provides core procurenment services in setting up
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speci al i zed waste recovery processes for organic materials. This assists
governnments, businesses, comunities, schools and individuals in finding
innovative ways to reach sustainability in the use and disposal of
bi odegradabl e packaging relying on organic material through sophisticated
wast e recovery systens.

2. SUVMMARY OF SI GNI FI CANT ACCQOUNTI NG POLI CI ES

This summary of significant accounting policies of Cereplast, 1Inc. is
presented to assist in understanding the Conpany's financial statenents.
The financial statements and notes are representations of the Conpany's
managenent, which is responsible for their integrity and objectivity. These
accounting policies conformto accounting principles generally accepted in
the United States of America and have been consistently applied in the
preparation of the financial statenents.

7

<PAGE>
2. SUMVARY CF SI GNI FI CANT ACCOUNTI NG POLI CI ES ( Conti nued)
LI QUI DI TY AND GO NG CONCERN

The Conpany has sustained operating |osses since its inception and has

negative working capital. The acconpanying financial statenents have been
prepared on a going concern basis of accounting, which contenplates
continuity of operations, realization of assets and liabilities and

commtnents in the normal course of business. The acconpanying financial
statenments do not reflect any adjustnments that might result if the Conpany
is unable to continue as a going concern. The ability of the Conpany to
continue as a going concern and appropriateness of using the going concern
basis i s dependent upon, anong ot her things, additional cash infusions.

The Conpany has obtained funds fromits shareholders since its inception
t hrough Sept enber 30, 2005. Managenent believes this funding will continue,
and is actively seeking new investors. See Note 3.

3. CAPI TAL STOCK

At Septenber 30, 2005 the Conmpany had 162,171,262 shares of combn stock
out st andi ng.
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4. RELATED PARTY

At  Septenber 30, 2005 and Decenber 31, 2004 | oans nmade to the Conpany by
one of its shar ehol der s in the amunt of $149,375 and $158, 170,

respectively, were outstanding. These |oans bear interest at a rate of 6%
per year. The principal and interest is due and payable in June 2006.

During the nine nonths ended Septenber 30, 2005, another sharehol der of the
Conpany | oaned $100,000 to the Conpany at the rate of 9% per year. The
principal and interest is due and payable in Decenber 2005.

During the nine nonths ended Septenmber 30, 2005, one of the Conpany's
customers | oaned $50,000 to the Conpany at the rate of 9% per year. The
principal and interest is due and payable in June 2006.

5. SUBSEQUENT EVENTS

On or about Cctober 18, 2005, the Conpany comenced a private placenent of
up to four mllion (4,000,000) shares of its common stock (the "Shares") at
a price of five cents ($0.05) per Share. The private placerment, which was
made in reliance wupon an exenption from registration under Rule 506 of
Regul ati on D pronul gated under Section 4(2) of the Securities Act of 1933,
as amended, was terninated by the Conpany on Novenber 12, 2005. The Conpany
rai sed approxi mately $145,500 in gross proceeds fromthis offering.

On or about Novenber 15, 2005, the Conpany commenced a private placenent of
up to ten mllion (10,000, 000) shares of its common stock at a price of ten
cents ($0.10) per Share. This private placenent is being nade in reliance
upon an exenption from registration under Rule 506 of Regulation D
promul gat ed under Section 4(2) of the Securities Act of 1933, as anended.

8
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[tem 2. MANAGEMENT'S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND RESULTS
OF OPERATI ONS

CAUTI ONARY STATEMENTS
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This Form 10-QSB may contain "forward-1ooking statements,” as that term
is used in federal securities |laws, about Cereplast, Inc.'s financial condition,
results of operations and business. These statenents include, anong ot hers:

o] statenents concerning the potential benefits that Cereplast, Inc. (the
"Conpany,"” "we," or "Cereplast") may experience fromits business
activities and certain transactions it contenplates or has conpl et ed;
and

o] statenents of Cereplast's expectations, beliefs, future plans and

strategies, anticipated developnents and other matters that are not
historical facts. These statenents may be made expressly in this Form
10-@SB.  You can find nmany of these statenents by |looking for words

such as "believes," "expects," "anticipates," "estimtes," "opines,"
or simlar expressions used in this Form 10- @SB. These forward-1 ooki ng
st atenents are subj ect to nuner ous assunptions, risks and

uncertainties that may cause Cereplast's actual results to be

materially different fromany future results expressed or inplied by

Cereplast in those statenments. The nbst inportant facts that could

prevent Cereplast fromachieving its stated goals include, but are not

limted to, the follow ng:

(a) wvolatility or decline of Cereplast's stock price;

(b) potential fluctuation in quarterly results;

(c) failure of Cereplast to earn revenues or profits;

(d) inadequate capital to continue or expand its business, inability
to raise additional <capital or financing to inplenent its
busi ness pl ans;

(e) failure to comrercialize Cereplast's technology or to nmake sal es;

(f) changes in demand for Cereplast's products and servi ces;

(g) rapid and significant changes in narkets;

(h) litigation with or legal <claimse and allegations by outside
parties;

(i) insufficient revenues to cover operating costs.

There is no assurance that Cereplast will be profitable, Cereplast nay
not be able to successfully devel op, manage or nmarket its products and services,
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Cereplast may not be able to attract or retain qualified executives and

technol ogy personnel, Cereplast nmay not be able to obtain custoners for its
products or services, Cereplast's products and services nay becone
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obsol ete, governnent regulation may hinder Cereplast's business, additiona
dilution in outstanding stock ownership nmay be incurred due to the issuance of
nore shares, warrants and stock options, or the exercise of outstanding warrants
and stock options, and other risks inherent in Cereplast's businesses.

Because the statenents are subject to risks and uncertainties, actual
results may differ materially from those expressed or inplied by the
forward-1ooking statenments. Cereplast cautions you not to place undue reliance
on the statenments, which speak only as of the date of this Form 10-Q@SB. The
cautionary statenents contained or referred to in this section should be
considered in connection wth any subsequent witten or oral forward-I|ooking
statenents that Cereplast or persons acting on its behalf may issue. Cerepl ast
does not undertake any obligation to review or confirm anal ysts' expectations or
estimates or to release publicly any revisions to any forward-I|ooking statenents
to reflect events or circunstances after the date of this Form 10-QSB, or to
reflect the occurrence of unanticipated events.

CURRENT OVERVI EW

W are engaged in the devel opment, nanufacture and sale of bio-based
resins which are used as substitutes for conventional, petroleum based plastics
in a variety of applications, including the mnmanufacture of food service itens
such as utensils, plates, cups and straws. Qur bio-based resins are nade from
renewabl e resources such as corn, wheat and potato starch, which are
bi o- degradabl e, bio-based and conpostable. Qur resins incorporate severa
natural ingredients including starch derived fromcorn starch, wheat starch or
potato starch, poly lactic acid and ot her bi odegradabl e conponents to insure the
physi cal properties of the end product.

We devel op and manufacture each of our resins at our facility to create
various grades of our resins. W then sell our resins to traditional plastic
converters. Each of our resins is truly thernoplastic and can be processed on
conventional equipnent for various applications including injection nolding,
thernoforming, blow nolding and extrusions. As a result, plastic nmanufacturers
do not need to change their equipnment in order to accommpbdate our resins. W
bel i eve our resins provide plastic manufacturers with an environnentally safe
and economically viable alternative to conventional, petrol eum based pl astics.
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CRI TI CAL ACCOUNTI NG POLI CI ES

Qur discussion and analysis of our financial condition and results of
operations are based upon our financial statements, which have been prepared in
accordance with accounting principles generally accepted in the United States of
Anerica. The preparation of these financial statenents requires us to make
estimates and judgnments that affect the reported amounts of assets, liabilities,
revenues and expenses, and related disclosure of contingent assets and
liabilities. W nonitor our estimtes on an on-going basis for changes in facts
and circunstances, and material changes in these estimates could occur in the
future. Changes in estinates are recorded in the period in which they becone
known. We base our estimates on historical experience and other assunptions that
we believe to be reasonable under the circunstances. Actual results may differ
fromour estimates if past experience or other assunptions do not turn out to be
substantially accurate.

10
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W have identified the policies belowas critical to our business
operations and the understandi ng of our results of operations.

REVENUE RECOGNI TI ON.  Qur revenue recognition polices are in conpliance
with Staff accounting bulletin (SAB) 101. Sales revenue is recognized at the
date of shipnment to custoners when a formal arrangenment exists, the priceis
fixed or determ nable, the delivery is conpleted, no other significant
obligations by us exist and collectibility is reasonably assured. Paynents
received before all of the relevant criteria for revenue recognition are
satisfied are recorded as unearned revenue.

RESULTS OF OPERATIONS FOR THE THREE AND NI NE MONTHS ENDED SEPTEMBER 30, 2005
COVPARED TO THE THREE AND NI NE MONTHS ENDED SEPTEMBER 30, 2004.

Revenues decreased by $101,601, or 37.01% to $172,935 for the three
nont hs ended Sept enber 30, 2005 conmpared to the three nonths ended Septenber 30,
2004. Revenues decreased by $30,351, or 6.14% to $464,052 for the nine nonths
ended Septenber 30, 2005 conpared to the nine nonths ended Septenber 30, 2004.
The decrease in revenue was a result of setting up new equipment and training
t echni ci ans.

COST OF SALES

Cost of sales decreased by $115,950 or 39.28% to $179,229 for the
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three nonths ended Septenber 30, 2005 conpared to the three nonths ended
Sept enber 30, 2004. As a percentage of sales, cost of sales was 103.64% for the
three nonths ended Septenber 30, 2005 conpared to 107.52% for the three nonths
ended Septenber 30, 2004, indicating a 3.88% decrease. Cost of sal es decreased
by $54,995 or 11.60% to $418,970 for the nine nonths ended Septenber 30, 2005
conmpared to the nine nonths ended Septenber 30, 2004. As a percentage of sal es,

cost of sales was 90.29%for the nine nmonths ended Septenber 30, 2005 conpared
to 95.87% for the nine nonths ended Septenber 30, 2004, indicating a 5.58%
decrease. Managenent attributes the decrease in cost of sales to a decrease of

products being sold. The slight decrease in cost of sales as a percentage of

total sales in 2005 reflects increased efficiency.

GRCSS PROFI T

Gross profit increased $14,346, or 69.50% to ($6,294) for the three
nont hs ended Sept enber 30, 2005 conpared to the three nonths ended Septenber 30,
2004. Goss profit increased $24, 644, or 120.58% to $45,082 for the nine nonths
ended Septenber 30, 2005 conpared to the nine nonths ended Septenber 30, 2004.
The gross profit nmargin also increased 220.58%to 9.71%for the nine nonths
ended Septenber 30, 2005 conpared to 4.13% for the nine nonths ended Septenber
30, 2004, primarily due to the product m x sold.

GENERAL AND ADM NI STRATI VE EXPENSES

General and administrative ("G&A") expenses increased by $175,441, or
451.67% to $214,284 for the three nonths ended Septenber 30, 2005 conpared to
the three nonths ended Septenber 30, 2004. G&A expenses increased by $400, 735,
or 239.02% to $568,391 for the nine nonths ended Septenber 30, 2005 conpared to
the nine nonths ended Septenber 30, 2004.

11
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This increase in G&A expenses was a result of an increase in staff salaries of
$103, 654, and professional and consulting fees of $200, 486.

RESEARCH AND DEVELOPMENT

Research and devel opnment ("R&D') costs increased by $3,239 or 46.26%
to $10,240 for the three nonths ended Septenber 30, 2005 conpared to the three
nont hs ended Septenber 30, 2004. R&D costs increased by $69,847, or 35.67% to
$94, 764 for the nine nonths ended Septenber 30, 2005 conpared to the nine nonths
ended Septenber 30, 2004. This increase in R&D costs was a result of Cereplast
manuf acturing its own resin in-house.
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NET LCSS

Net | oss increased by $173,398, or 239.47% to $245,806 for the three
nont hs ended Sept enber 30, 2005 conpared to the three nonths ended Septenber 30,
2004. Net Loss increased by $463,609, or 246.80% to $651,459 for the nine
nont hs ended Septenber 30, 2005 conpared to the nine nonths ended Septenber 30,
2004. This increase in net loss was a result of increased GRA expenses and R&D
costs for our growh. Currently operating costs exceed revenue because sales are
not yet significant. W cannot assure when or if revenue will exceed operating
costs.

LI QUI DI TY AND CAPI TAL RESOURCES

The Conpany had net cash of $13,074 at Septenber 30, 2005, as conpared
to $11,028 at Septenber 30, 2004.

The Company had a working capital deficit (i.e. the difference between
current assets and current liabilities) of $313,824 at Septenber 30, 2005, as
conpared to working capital equity of $9,327 at Septenber 30, 2004. The increase
in the working capital deficit was partly due to financing of nmanufacturing
equi prent of $183, 700, during the nine nonths ended Septenber 30, 2005.

During the nine months ended Septenber 30, 2005, the Conpany used
$738, 228 of cash for operating activities, as conpared to $84,726 during the
nine nonths ended Septenber 30, 2004. The increase in the use of cash for
operating activities was a result of hiring staff, |legal fees incurred to go
public, and research and developnent <costs incurred to produce the resin
i n- house.

Cash used in investing activities to purchase equi pnent during the nine
nmont hs ended Septenber 30, 2005 was $17,700 conpared to $2,170 during the nine
nont hs ended Sept enber 30, 2004.

Cash provided by financing activities relating to the issuance of
shares of conmmon stock during the nine nonths ended Septenber 30, 2005 was
$648, 423, as conpared to $0 during the nine nonths ended Septenber 30, 2004.

12

<PAGE>

In addition the Conpany recei ved $100, 000 and $50, 000 in funds for the operation
of the Conpany, at an interest rate of 9% due and payabl e in Decenber 2005, and

http://www.sec.gov/Archives/edgar/data/1324759/000106594905000140/cereplast10qsb9302005final.txt (22 of 27) [10/31/2007 3:31:37 PM]



http://www.sec.gov/Archives/edgar/data/1324759/000106594905000140/cereplast10gsb9302005final.txt
June 2006 respectively.

The Conmpany will continue to market its products through sal es | eads,
referrals, and marketing to increase its custoner base, and will raise further
capital through the issuance of comobn stock

[tem 3. CONTROLS AND PROCEDURES

The Conpany's managenment, with the participation of the Conpany's Chief
Executive Oficer and Chief Financial Oficer, evaluated the effectiveness of
the Conpany's disclosure controls and procedures (as defined in Rules 13a-15(e)
and 15d-15(e) wunder the Securities Exchange Act of 1934, as anended (the
"Exchange Act")) as of Septenmber 30, 2005. Based on this evaluation, the
Company's Chi ef Executive Oficer and Chief Financial Oficer concluded that, as
of Septenber 30, 2005, the Company's disclosure controls and procedures were (1)
designed to ensure that material information relating to the Conpany, is nmde
known to the Conpany's Chief Executive Oficer and Chief Financial Oficer by
others within the Conmpany, particularly during the period in which this report
was being prepared and (2) effective, in that they provide reasonabl e assurance
that information required to be disclosed by the Conpany in the reports that it
files or submts under the Exchange Act is recorded, processed, sunmarized and
reported within the tine periods specified in the SEC s rules and forns.

PART 1. - OTHER | NFORVATI ON

[tem 1. LEGAL PROCEEDI NGS

None.

[tem 2. UNREG STERED SALES OF EQUI TY SECURI TI ES AND USE OF PROCEEDS

On or about Cctober 18, 2005, the Conmpany conmenced a private placenment
of up to four mllion (4,000,000) shares of its comobn stock (the "Shares" or
the "Common Stock") at a price of five cents ($0.05) per Share. The private
pl acemrent, which was nade in reliance upon an exenption fromregistration under
Rul e 506 of Regul ation D promnul gated under Section 4(2) of the Securities Act of
1933, as anended, was termnated by the Conpany on Novenber 12, 2005. The
Conpany rai sed approxi mately $145,500 in gross proceeds (approximately $138, 950
in net proceeds) fromthis offering.

The net cash proceeds of approximately $138,950 fromthis offering of
Common Stock are estimated to be utilized to pay costs associated with expansion
of the Conpany's manufacturing facility, research and devel opnent, t est
mar keting, advertising and marketing, raw materials, accounts payable, and for
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general working capital
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On or about Novenber 15, 2005, the Conpany comenced a private
pl acemrent of up to ten nmillion (10,000,000) shares of its common stock at a
price of ten cents ($0.10) per Share. This private placenment is being nade in
reliance upon an exenption from registration under Rule 506 of Regulation D
promul gated under Section 4(2) of the Securities Act of 1933, as anended. The
offering will terminate on or before Decenber 31, 2005, unless extended by the
Company for up to an additional 30 days.

Assum ng the placenent of $1,000,000 of Conmon Stock, and after the
paynent of offering costs, the net proceeds fromthe placenent of the Commmopn
Stock are estinmated to be approximately $990,000. The net cash proceeds of
$990, 000 fromthe offering of the Cormon Stock are estimated to be utilized to
pay costs associated wth expansion of the Conpany's nmanufacturing facility,
research and developnent, test marketing, advertising and narketing, raw
materi al s, accounts payabl e, and for general working capital.

The above budgets are only an estimate of our planned use of capital.
W may reallocate the estimated use of proceeds anpbng the various categories or
to new applications if managenent deens such a reallocation to be appropriate.
We cannot assure that the proceeds of the offerings wll be sufficient to
satisfy our operational needs or that we will have sufficient capital to fund
our busi ness.

[tem 3. DEFAULTS UPON SENI OR SECURI Tl ES
None.

ltem 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
None.

[tem 5. OTHER | NFORVATI ON
None.

[tem 6. EXH Bl TS AND REPORTS ON FORM 8- K
<TABLE>
<CAPTI ON>
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(a) Exhi bits
EXH BI T NO. DESCRI PTI ON
<S> <C <C

3.1 Articles of Incorporation (1)

3.2 Certificate of Amendment to the Articles of |Incorporation
dat ed February 26, 2003 (1)

3.3 Certificate of Amendnment to the Articles of |Incorporation
dated July 19, 2004 (1)

3.4 Certificate of Amendrment to the Articles of Incorporation
dated March 18, 2005 (1)

3.5 Byl awns (1)

4.1 Form of Subscription Agreement used in connection wth
private offering dated April

2005 (2)
14
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4.2 Stock Option Plan (2)

4.3 Form of Subscription Agreenment used in connection with

private offering of 872,000
shares of conmon stock (2)

10.1 Sal e and Purchase Agreenent entered between the Conpany
and Cargill Dow LLC (2)

10.2 Menor andum of Understanding Entered with WlliamKelly (2)

10. 3 Agency Agreenent entered with Russell Wegner (2)

10.4 Agency Agreement entered with Robert Dobbs (2)

10.5 Lease entered with El Segundo/ Yukon Partners LLC (3)

10. 6 Prom ssory Note in the anpunt of $100,000 in the nane of
Wngs Fund, Inc. (3)

10.7 Promi ssory Note in the anmount of $50,000 in the name of
Yanosan G oup (3)

14.1 Code of Ethics(1)

31.1 Section 302 Certification

32.1 Section 906 Certification
</ TABLE>

(1) Incorporated by reference to the Form SB-2 Registration Statenent
filed with the Securities and Exchange Conmmi ssion dated July 5, 2005.
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(2) Incorporated by reference to the Form SB-2 Registration Statenent
filed with the Securities and Exchange Conmi ssion dated August 26,
2005.

(3) Incorporated by reference to the Form SB-2 Registration Statenent
filed with the Securities and Exchange Conmi ssion dated Septenber 21,
2005.

(b) The following is a list of Current Reports on Form8-K filed by the Conpany
during and subsequent to the quarter for which this report is filed.

None.
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SI GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities
Exchange Act of 1934, as anended, the Registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized.

Dat ed: Novenber 15, 2005 CEREPLAST, | NC

By: \s\ Frederic Scheer

Frederic Scheer, President, Chief Executive
O ficer, Principal Financial/Accounting Oficer
and Chai rman

Pursuant to the requirements of the Securities Exchange Act of 1934, as
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anmended, this report has been signed below by the foll ow ng persons on behal f of
the registrant and in the capacities and on the dates indicated.

By: [/s/ Frederic Scheer Dat ed: Novenber 15, 2005

Frederic Scheer, President, Chief Executive
O ficer, Principal Financial/Accounting,
and Chai rman

By: [/s/ Raylen Jensen Dat ed: Novenber 15, 2005

Rayl en Jensen, Director

By: /s/ Brian Altounian Dat ed: Novenber 15, 2005

Brian Al tounian, D rector
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