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U.S. SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549
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AMENDMENT NO. 2

(Mark one)
_X_ Quarterly report under Section 13 or 15(d) of
the Securities Exchange Act of 1934
For the quarterly period ended March 31, 2005.

Transition report under Section 13 or 15(d) of the Exchange Act
For the transition period from to

Commission File Number 1-16165

AQUACELL TECHNOLOGIES, INC.

(Exact Name of Small Business Issuers as Specified in its Charter)

Delaware 33-0750453

(State of Incorporation) (IRS Employer Identification Number)

10410 Trademark Street
Rancho Cucamonga, CA 91730

(Address of Principal Executive Offices)

(909) 987-0456

(Issuer's Telephone Number, Including Area Code)

Check whether the issuer: (1) filed all reports required to be filed by Section
13 or 15(d) of the Exchange Act during the past 12 months (or for such shorter
period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes _X_ No

APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY
PROCEEDING DURING THE PRECEDING FIVE YEARS

Check whether the registrant filed all documents and reports required to be
filed by Section 12, 13 or 15(d) of the Exchange Act after the distribution of
Securities under a plan confirmed by a court. Yes No

APPLICABLE ONLY TO CORPORATE ISSUERS

State the number of shares outstanding of each of the issuer's classes of common
equity, as of the latest practicable date:

Common Stock, $.001 par value
18,880,465 shares outstanding as of May 16, 2005.
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PART I - FINANCIAL INFORMATION

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Forward-Looking Statements

Commission, statements identified by the words "believe", "positioned",
"estimate", "project", "target", "continue", "will", "intend", "expect",
"future", "anticipates", and similar expressions express management's present

belief, expectations or intentions regarding the Company's future performance

statements, each of which speaks only as of the date made. Such statements are

projected. The Company has no obligations to publicly release the result of any

discussion of results, causes and trends should not be constructed to imply any

During the nine months ended March 31, 2005 the Company raised net equity

Bottle" advertising program through our Aquacell Media subsidiary. Aquacell
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charge into various locations while retaining ownership of the coolers. Revenue

permanently attached five-gallon bottle, as well as on the cup holder.

During the nine months ended March 31, 2005, we commenced the initial

rollout of installations in Rite Aid stores, the nation's third largest drug

store chain with more than 3000 locations. Under the five-year agreement,

to Rite Aid, and sells the advertising space on the bottle band.

During the quarter ended March 31, 2005 we generated our first advertising

revenues with an inaugural promotion for Unilever's Dove(R) Cool Moisture body

coolers in select Rite Aid stores nationwide, as well as on coolers installed in

Duane Reade drug stores in the New York Metropolitan area. In a report the

Company received from Unilever, the cooler advertising provided a 34% sales 1lift

for the Dove Cool Moisture products, validating the value of the "Message on the

Bottle" advertising. The test compared sales of Dove Cool Moisture in the 100

gallon bottle, to all other Duane Reade stores without cooler advertising. The

scanners. Sales of Dove Cool Moisture increased steadily in all stores; however,

the stores with "Message on the Bottle" advertising had consistently higher

sales of both bar soap and body wash, averaging 34% higher than stores without

cooler advertising. The cooler advertising was the only variable in the test.

While securing advertisers is important to the success of our advertising

program, as it is the source of revenue generation, securing locations, or "real
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estate", for the coolers is a critical first-step. Unlike other in-store

advertising mechanisms, we actually own a piece of "real estate" in the stores

supermarkets, as well as smaller regional drug and grocery chain stores. We

of our AquaCell Media subsidiary. Mr. Dougherty spent over 30 years with

Unilever, where he established programs with Advantage Sales and Marketing, the

with Advantage, to facilitate both location placements and advertisers for our

In December 2004, we were notified by the American Stock Exchange that the

Amex accepted the Company's 18-month plan (the "Plan") for continued listing, in

connection with the Amex's listing requirements, following receipt of

requirement. The Plan was evaluated and accepted by the Amex, indicating that

In December 2004, the Company announced it was spinning off its Aquacell

Water subsidiary to AquaCell Technologies stockholders, who will receive one

AquaCell Technologies. Aquacell Water 1is currently an inactive company without

assets, liabilities or operations. Aquacell Water will operate as a holding

expected to be Water Science Technologies, Inc. (WST), currently a wholly owned
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subsidiary of AquaCell Technologies. The pay date for the shares will coincide

with the effectiveness of the Aquacell Water registration statement, which we

During the nine months ended March 31, 2005 we continued to incur non-cash

charges for stock based compensation for warrants issued to consultants, which

future growth of the Company. Such charges were $745,000 for the nine months.

statements, which have been prepared in accordance with accounting principles

generally accepted in the United States of America ("US GAAP"). The preparation

of these condensed consolidated financial statements requires us to make

estimates and judgments that affect the reported amounts of assets, liabilities,

revenues, and expenses, and related disclosure of contingent assets and

liabilities. These estimates form the basis for making judgments about the

that are not readily apparent from other sources. We base our estimates and

judgments on historical experience and all available information. However,

future events are subject to change, and the best estimates and judgments

routinely require adjustment. US GAAP requires us to make estimates and

judgments in several areas, including those related to recording various

accruals, income taxes, the useful lives of long-lived assets, such as property

and equipment and intangible assets, and potential losses from contingencies and

litigation. We believe the policies discussed below are the most critical to our
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condensed consolidated financial statements because they are affected

significantly by management's Jjudgments, assumptions and estimates.

net assets of a business acquired. The Company has adopted Statements of

Financial Accounting Standards No. 142 (SFAS 142), "Goodwill and Other

Intangible Assets". The Company operates as a single integrated business, and as

such has one operating segment which is also the reportable unit. Fair value of

its carrying value, including goodwill. Impairment tests are performed using

discounted cash flow analysis and estimates of sales proceeds. The annual

evaluation of goodwill is performed at June 30th, the end of the Company's

described on SFAS No. 109, "Accounting For Income Taxes", the objective of which

assets in accordance with SFAS No. 144, "Accounting for the Impairment or

Disposal of Long-lived Assets." In accordance with SFAS No. 144, long-lived

indicate that their carrying value may not recoverable. The Company periodically

reviews the carrying value of long-lived assets to determine whether or not an
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impairment to such value has occurred, and has determined that as of June 30,

2004 that impairment, where appropriate, was recorded in the financial

In December 2004, the FASB issued SFAS NO. 123R, "Share Based Payment."

This statement is a revision of SFAS No. 123 and supersedes APB 25 and its

related implementation guidance. SFAS 123R addresses all forms of share based

payment ("SBP") awards including shares issued under employee stock purchase

plans, stock options, restricted stock and stock appreciation rights. Under SFAS

awards' grant date, based on the estimated number of awards that are expected to

vest. This statement is effective for public entities that file as small

business issuers - as of January 1, 2006. The adoption of this pronouncement in

Results of Operations

During the nine months ended March 31, 2005 on a consolidated basis,

preceding year, resulting primarily from our initial advertising revenues of

$20,000 and an increase in sales by our WST subsidiary of $83,000, and cost of

sales was 59% for the nine months ended March 31, 2005 as compared to 69% for

the same period of the prior year. The decrease in cost of sales percentage

Net loss on a consolidated basis, attributable to common stockholders, for

the nine months ended March 31, 2005 decreased to $2,614,000 or $0.16 per share,
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stock based compensation in the amount of $90,000, a fair value adjustment of a

derivative in the amount of $322,000, and write-off of accrued interest on notes

year. Legal, accounting and other professional expenses increased by

approximately $41,000 for the nine months ended March 31, 2005 resulting

primarily from independent consulting services. Stock based compensation

decreased by $90,000 to $745,000 for the nine months ended March 31, 2005

year. Other selling, general and administrative expenses, decreased by

approximately $97,000 to $990,000 for the nine months ended March 31, 2005.

Current period expenses consisted primarily of rent - $153,000, telephone and

utilities- $47,000, travel- $57,000, business promotion- $78,000, insurance-—

$90,000, and vehicle expenses-$71,000.

Liquidity and Capital Resources

During the nine months ended March 31, 2005 the Company incurred a net loss
of $872,000 and has aggregate net losses of $20,000,000 since inception of which
non-cash losses amounted to approximately $6,500,000. As of March 31, 2005 we
had a cash balance of $80,000 and a working capital deficiency of $1,205,000.
The Company presently has in excess of 7,000,000 warrants, at prices ranging
from $.75 to $8.25, which if exercised would generate approximately $10,750,000.
As of March 31, 2005, 250,000 warrants generating $42,000 were in the money. We
could reprice warrants and complete private placements to raise necessary equity
to fund continued placement of our billboard coolers and generate additional
advertising revenues from those coolers.

The financial difficulties of the Company were created when the Company

ramifications, by installing our "billboard water coolers" free of charge into

targeted locations. Amortizing the cost of the coolers and installation costs
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Until we reach a mass of coolers in place to create a positive cash

flow, the Company will continue to finance itself through private placements

There are no disclosures of any known demand, commitments or uncertainties

The Company has developed a plan to address liquidity, in connection with
its ability to continue as a going concern, in several ways. It intends to
continue to raise capital through the sale or exercise of equity securities.
Toward that end the Company raised net equity of approximately $1,320,000
through the exercise of warrants to purchase common shares and a private
placement of common shares during the nine months ended March 31, 2005. The
Company has continued to pursue the placement of our water cooler billboards in
various locations and the Company is seeking to increase its revenues through
the sale of advertising on the band of the cooler's permanently attached five-—
gallon bottle as outlined in the Overview section of Management's Discussion.

The spinoff of our Aquacell Water, Inc. subsidiary will have no material
effect on the financial statements because this is an inactive company without
assets, liabilities or operations.

Cash used by operations during the nine months ended March 31, 2005
amounted to $1,738,000. Net loss of $2,595,000 was reduced by non-cash stock
based compensation in the amount of $745,000, depreciation and amortization of
$41,000 and a bad debt provision of $4,000. Cash used by operations was further
increased by a decrease in accounts payable in the amount of $72,000 and an
increase in accounts receivable of $46,000. Net loss was further decreased by an
increase in accrued liabilities of $126,000 and by net changes in prepaid
expenses, accrued liabilities, customer deposits, unearned income and
inventories aggregating $59,000.

Cash used by investing activities during the nine months ended March 31,
2005 represented capital expenditures in the amount of $359,000 primarily for
billboard coolers and by payments on notes issued for the purchase of equipment
in the amount of $3,000.

Cash provided by financing activities was approximately $1,320,000.
Proceeds from a private placement of common stock amounted to $170,000. Proceeds
from sales of common stock purchase warrants amounted to $1,113,000 and expenses
amounted to $3,000. Proceeds from subscriptions receivable were $40,000.

We have granted warrants, subsequent to our initial public offering, in
connection with private placements, consulting, marketing and financing
agreements that remain outstanding at the date of this filing and may generate
additional capital of up to approximately $10,750,000 if exercised. As of March
31, 2005 250,000 warrants generating $42,000 were in the money and 6,879,000
warrants generating $10,793,000 were out of the money. Historically, the Company
has repriced out of the money warrants issued in connection with equity
placements to generate additional capital. There is no assurance however, that
any of the warrants will be exercised.
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At March 31, 2005 two tax liens have been filed; one Federal tax lien
against the Company in the amount of $53,000 and a state tax lien against an
inactive subsidiary in the amount of $26,000. We are in negotiations to reach
settlement agreements with the appropriate tax agencies. There are no assurances
that these negotiations will result in successful agreements and the Company's
assets could be subject to enforcement action.

Management believes that its present cash position combined with subsequent
equity raises and conversion of warrants and cash flows expected to be generated
from future operations will be sufficient to meet presently anticipated needs
for working capital and capital expenditures through at least the next 12
months; however, there can be no assurance in that regard. The Company
presently has no material commitments for future capital expenditures.

ITEM 3. CONTROLS AND PROCEDURES

As of the end of the period covered by this Report the Company carried out
an evaluation, under the supervision and with the participation of the Company's
management, including the Company's chief executive officer and chief financial
officer, of the effectiveness of the design and operation of the Company's
disclosure controls and procedures pursuant to Rules 13a-15(e) and 15d-15(e)
adopted under the Securities Exchange Act of 1934. Based upon that evaluation,
the chief executive officer and chief financial officer concluded that the
Company's disclosure controls and procedures are effective. There were no
significant changes in the Company's internal controls or in other factors that
could significantly affect these controls as of the date of their evaluation.
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