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PART I. FINANCIAL INFORMATION

Item 1. Financid Statements

JONES SODA CO. AND SUBSIDIARIES
Interim Consolidated Balance Sheets
(Expressed in U.S. dollars)

March 31, 2002 with comparative figures for December 31, 2001

Assets
Current assets.

PN 0 8 a1 kY (=0 AVZ= o] [

Inventory ....

= 0 Lol 0= 1S =SSR

Capita assets...
Intangible assets

Liabilities and Stockholders Equity

Current liabilities:
Bank INdebtedNESS (NOLE 3).....cvurueeieririeererir ettt et sttt
Accounts payable and accrued [1aDilItIES..........oueioreee e
Current portion of capital 1ease obligations...........cccoriiinnrir s
Current portion Of AEfErTed FEVENUE ...t

Capita lease obligations, 1€SS CUTENt POIION..........cuciiririeeieririeereres et
DEFEITEA TBVENUE ...ttt
Stockholders equity
Common stock:
Authorized: 100,000,000 common stock, no par value Issued and outstanding: 20,251,846

See accompanying notes to interim consolidated financial statements

March 31,
2002
(Unaudited)

$2,047,501
2,608,445
520,188
5,176,224
641,077
141,272

$5,958,573

$470,662
2,340,610
56,706
50,000
2,917,978
48,422
187,500

11,260,419
(13,333)
525,955
107,752

(9,085,120)

2,804,673
$5,958,573

December 31,
2001

$2,319,469
2,150,266
548,968
5,018,703
666,081
138,834

$5,823,618

$657,678
1,675,691
56,706
50,000
2,440,075
63,295
200,000

11,260,419
(13,333)
525,955
107,752

(8,769,545)

3,120,248
$5,823,618



JONES SODA CO.
Interim Consolidated Statements of Operations
(Expressed in U.S. dollars)
(Unaudited)

Three months ended March 31, 2002 and 2001

Gross profit.............
Operating expenses.

Promotion and SEING .........ceeeiecerre e et enenn

Genera and admi

LQTES = (A<

[0SR 0 a0 0= - 1 0] 1T
Other income (expense):

Interest expense..
Other income......

Lossfor the period..

Loss per share:
Basic and diluted

Weighted average common stock:

Basic and diluted

See accompanying notes to interim consolidated financial statements.

2002

$3,973,554
2,541,449
1,432,105

1,106,833
647,806

1,754,639
(322,534)

(13,750)
20,709

6,959
$(315,575)

$(0.02)

19,800,596

2001

$5,247,358
3,311,424

1,935,934

1,560,635
695,828

2,256,463
(320,529)

(5,568)
65,607

60,039
$(260,490)

$(0.01)

19,315,417



JONES SODA CO. AND SUBSIDIARIES

Y ears ended December 31, 2001 and 2000

Badance, December 31,

Options exercised
Warrantsissued ...........ccone.
Warrantsexercised ...............
Stock-based compensation...
Comprehensive income:

Net earnings........coceveeeene

Tota comprehensive

Optionsexercised .........o......
Warrants exercised
Stock-based compensation...
Repurchase escrow shares....
Comprehensive loss:
Lossfor theyesr..............

Total comprehensive

Optionsexercised .................
Warrants exercised................
Stock-based compensation...
Repurchase escrow shares....
Comprehensiveloss:
Lossfor theyear..............

Tota comprehensive

Commongock ~ Treasury stock

18,754,398

19,303,378
35,000
913,468

20,251,846

20,251,846

Amount

10,461,318

247,201

10,708,519
17,931
542,969

$11,269,419

$11,269,419

Number  Amount

(451,250)

(451,250)

(451,250)  $(13,333)

Additional
paid-in
capital

362,298

9,600

35,557

407,455

118,500

$525,955

Accumulated
other

compr ehensiv
e

income (loss)

107,752

107,752

$107,752

$107,752

Accumulated
fici

(8,663,673)

1,596,356

(7,067,317)

(1,702,228)

$(8,769,545)

(315,575)

$(9,085,120)

See accompanying notes to consolidated interim financial statements.

Interim Consolidated Statements of Stockholders Equity and Comprehensive | ncome
(Expressed in U.S. dollars)
Three monthsended March 31, 2002 (Unaudited)

Comprehensiv Total

e stockholders

income (loss) equity

2,267,695

9,600

247,201

35,557

$1,596,356 1,596,356
$1,596,356

4,156,409

17,931

542,969

118,500

(13,333)

(1,702,228) (1,702,228)
$(1,702,228)

$3,120,248

$(315,575) (315,575)
$(315,575)

$2,804,673



JONES SODA CO. AND SUBSIDIARIES
Interim Consolidated Statements of Cash Flows
(Expressed in U.S. dollars)
(Unaudited)

Three months ended March 31, 2002 and 2001

Cash flows from (used in) operating activities:
[0 1SS 0 g1 1 0= 1 T [T
Items not involving cash:

Depreciati

(o g T= 010 [T 010 (= (o

Changesin assets and liabilities:
ACCOUNS FECEIVADIE. ...ttt ne e neens

Inventory.

PrEDaid EXPENSES. .. .cueieieeeeririesee s et ee st esese s ese e e sese e e s ese e seseesanese st esenese s esesene s nsene e nensenennnas
Accounts payable and accrued [iahilitieS ........cvovvveecerreccr s

Net cash from (used in) OPErating aCtIVItIES ......ccccvverieererr et enens
Cash flows used ininvesting activities:

Purchase of f

(DS 0 1= S < T

Purchase of iNtaNGiDl @ BSSALS........c.cueieieieeee bbbttt
Net cash Used iN INVESHING BCHVITIES ......vcveiiecece et enens
Cash flows from financing activities:
Net repayment under 1iNE Of Cradit .........ccvieveeiierrerre e enens
Bank iNAEOLEONESS........cueueiieieieie ettt bbbttt bbbttt bbbt
Repayment of capital 16ase Obligations...........ceeeererciiirirceerer e enens
DEFEITEA FTOVENUE........cviiiieie ettt ettt bbbt bbbt bbbtttk bbbt bbbt ettt ettt
Proceeds from eXerciSe Of OPLIONS.........cviirririece e
Cash flows provided (used) by finanCing aCtiVItieS.........ccovueeirrrecrerr e
Net increase (decrease) in cash and Cash EQUIVAIENES ........cccvvveeuerirerieeeseser e seseesens
Cash and cash equivalents, beginning Of YEAI ..........cccovevveriirreeerrs e

Cash and cash equivalents, end Of PEFO........ccco e nens

Supplementd di

sclosure of non-cash financing and iNVesting aCtiVIties: ........c.oeeeerrreecnnnceereeee

StOCK-DESE COMPENSALION........eieiiicee bt ettt
Increasein capital €852 OblIgALIONS.......ccourieiiririeeerer et
Cash paid during year for:

I NMEEIESE PAYIMIENES. .. .cee ettt sttt bt a e bbb e s b e e e b s e e st b e ne e b e e e b e seebeseeaesbene st et ebenenneseeneas

Income taxes

See accompanying notes to interim consolidated financial statements.

$(315,575)
45,288

271,878
(458,179)
28,780
664,919

237,111

(12,784)
(9,938)
(22,722)

(347,464)
160,448
(14,873)
(12,500)

(214,389)
$—
$—

$13,753

$(260,490)
69,867

(1,111,632)
(1,281,849)
(17,785)
1,995,453
(606,436)

(10,94;)
(10,949)

(24,406)

(16,386)

12,931
(27,861)
(645,246)
3,034,708
$2,389,462

$—

$45,447



JONES SODA CO. AND SUBSIDIARIES
Notesto Interim Consolidated Financial Statements
(Expressed in U.S. dollars)
Unaudited—~Prepar ed by M anagement

Three months ended March 31, 2002
1 Nature and continuance of oper ations:

Jones Soda Co. (the "Company" or "Jones Soda') develops, produces, markets, and distributes "alternative" or "new age"
beverages. The Company's main product lines include the brands: Jones Soda Co.®, a carbonated soft drink; WhoopAss™, Whoopass
Shots and Jones Energy, a high energy drink; and Jones Naturals, a non-carbonated juice & tea drink. Urban Juice and Soda Company
Limited, the Company's predecessor, was incorporated in 1986 under the Company Act of British Columbia. Effective December 31, 1999,
Urban Juice continued its incorporation in Wyoming. On August 3, 2000, Urban Juice reincorporated as a Washington corporation under
the name Jones Soda Co. Jones Soda Co. has three operating subsidiaries, Jones Soda Co. (USA) Inc., WAZU ProductsLtd., and
Whoopass USA Inc., aswell as one non-operating subsidiary, myJones.com Inc.

The Company's future operations are dependent upon the market's acceptance of its products. There can be no assurance the
Company will be able to secure sufficient market acceptance for its products to generate income from operations. Operations to date have
primarily been financed through the issuance of common stock and short-term debt. These consolidated financia statements have been
prepared on a basis that assumes the realization of assets and settlement of liabilities in the normal course of business. During the periods
ended March 31, 2002 and 2001, the Company incurred losses of $315,575 and $260,490, respectively, and generated negative cash flows
from operating activities. The Company's ability to continue as a going concern is dependent upon the ability to raise additional financing
and also to generate future profitable operations.

2. Significant accounting policies:
(a) Basisof presentation:
These consolidated financia statements have been prepared using U.S. generally accepted accounting principles.

The financia information as of March 31, 2002 and for the three-month periods ended March 31, 2002 and 2001 is
unaudited; however, in the opinion of management such financia information includes al adjustments (consisting solely
of normal recurring adjustments) necessary for its fair presentation in conformity with generally accepted accounting
principles. Results of operations for the three-month period ended March 31, 2002 are not necessarily indicative of
future financial results, whether for acomplete financial year or for any other period.

The financial statements include the accounts of the Company and its wholly-owned subsidiaries. All significant
inter-company accounts and transactions have been eliminated in consolidation.

The financia information included herein should be read in conjunction with the Company's consolidated financia
statements for the year ended December 31, 2001 included in its 2001 annua report on Form 10-KSB. Except as
disclosed in note 4, the accounting policies applied in these interim consolidated financia statements are consistent with
those applied in the consolidated financial statements for the year ended December 31, 2001.

(b) Use of estimates:
The preparation of financial statements in accordance with United States generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts reported in the financia statements and
accompanying notes. Accordingly, actual results may differ from these estimates.

(© Foreign currency trandation:
For the period ended March 31, 2002 the functional currency of the Company and its wholly-owned subsidiaries is the
USdollar. As such, al foreign exchange gains or losses, including those arising from trandating Canadian operations to
US dollars, have been included in income. For the period ended March 31, 2002, the Company incurred a foreign
exchange gain of $20,592 (2001—$29,506).

(d) Cash and cash equivadents:



The Company considers al short-term investments with a maturity date at purchase of three months or less to be cash

equivalents.

3. Bank indebtedness:
2002 2001
BanK iNJEtEONESS..........oovceiicecticeeee sttt st sttt seene $289,894 $129,446
[T L0 (= o[ P 180,768 528,232

$470,662  $657,678

The Company has a $3,000,000 bank line expiring March 22, 2003. Borrowings under the line bear interest at the prime
rate plus 1.5% (6.2% at March 31, 2001).

4, Recent accounting pronouncements:

In April 2001, the FASB issued Emerging Issue Task Force 00-25 "Vendor Income Statement Characterization of Consideration
Paid to a Reseller of the Vendor's Products' ("EITF 00-25"). EITF 00-25 sets out the FASB's interpretation of United States GAAP with
respect to a vendor's income statement characterization of consideration paid to areseller of the vendor's products. Specificaly, these types
of payments are considered to be a reduction of revenue when recognized in the vendor's income statement. The Company's prior policies
with respect to these types of payments was to characterize them as an element of promotion and selling cost when recognized in the
Company's income statement. Adoption of EITF 00-25 is required for periods beginning after December 15, 2001 and requires
reclassification of prior periods presented for comparative proposes. The Company adopted EITF 00-25 effective January 1, 2002, and for
the three-month period ended March 31, 2002 reclassified $100,348 (2001—$85,936) against revenue in accordance to EITF 0025's
adoption principles. Adoption of EITF 00-25 had no impact on the Company's net earnings (loss) for any period.

5. Segmented information and export sales:

The Company operates in one industry segment, with operations in both the United States and Canada. During the period ended
March 31, 2002 sales in the United States were approximately $3,391,827 (2001—%$4,490,312); sdes in Canada were approximately
$581,727 (2001—$716,633); and sales in the United Kingdom were nil (2001—$40,593). Item 2. Management's Discussion and Analysis
or Plan of Operation

Forward L ooking Statements

The matters discussed in this Report contain forward-looking statements that involve known and unknown risks and uncertainties,
such as statements of the Company's plans, objectives, expectations and intentions. Generaly, words such as "anticipate,” "believe,”
"estimate,”" "intend," "may," "could,” "will," "expect," "project,” "plan" and variations of such words and similar expressions are intended
to identify such forward-looking statements. All statements that address operating performance, events or developments that management
expects or anticipates will or may occur in the future, including statements related to distributor channels, volume growth, revenues,
profitability, new products, adequacy of funds from operations, and/or the Company's existing credit facility, statements expressing general
optimism about future operating results and non-historical information, are forward looking statements within the meaning of Section 27.A
of the Securities Act of 1933 as amended and Section 21.E of the Securities Exchange Act of 1934, as amended.

Readers should not place undue reliance on these forward-looking statements, which are based on management's current
expectations and projections about future events, are not guarantees of future performance, are subject to risks, uncertainties and
assumptions (including those described below) and apply only as of the date of this report. The Company's actual results, performance or
achievements could differ materially from the results expressed in, or implied by, these forward-looking statements. Factors that could
cause or contribute to such differences include, but are not limited to, those discussed below in " Other Factors that May Affect Operating
Results' aswell as those discussed el sewhere in this report, and the risks discussed in the Company's most recently filed Annual Report on
Form 10-KSB and in the press rel eases and other communications to shareholders issued by the Company from time to time which attempt
to advise interested parties of the risks and factors that may affect the Company's business. The Company undertakes no obligation to
publicly update or revise any forward-looking statements, whether as aresult of new information, future events or otherwise.



Results of Operationsfor the Three Months Ended M arch 31, 2002
(Expressed in U.S. Dollars)

Revenues

For the three months ended March 31, 2002, total operating revenues were approximately $3,974,000, a decrease of $1,274,000
or 24.3% over the $5,247,000 sales for the three months ended March 31, 2001. The decrease in revenues between the comparable periods
was primarily attributable to a decrease in sales of Jones Soda and Whoopass, partialy offset by sales of Jones Naturals and Jones Energy.
Consolidated case sales for the first quarter of 2002 were 322,000, a decrease of 24% over case sales of 423,000 for the first quarter of
2001. Management believes that the decrease in sales was primarily affected by transition issues with the Company's newest distributors
who replaced the three prior distributors that went bankrupt or out of business in late 2001, coupled with a general weakness in the overall
New Age Beverage market. Revenues for the first quarter of 2002 also included sales of Jones Naturals (initially launched in April 2001)
and Jones Energy (initially launched in November 2001), neither of which were components of revenue for the first quarter of 2001. In
addition, effective January 1, 2002, al dotting fees are recorded as a reduction to revenue, resulting in a reduction of approximately
$100,000 for the period ending March 31, 2002 compared to a reduction of approximately $86,000 for the period ended March 31, 2001
(see "Note 4—Recent accounting pronouncements' above).

During the first quarter 2002, the Company re-focused its selling effort into four regions, consisting of Western Canada, the
Northwest, the Southwest and the Mid-West, with the goa being to consolidate the Company's marketing resources into a more focused

geographic area.
Gross Profit

Gross profit was approximately $1,432,000 for the three months ended March 31, 2002, a decrease of $504,000, or 26.0% over
the $1,936,000 gross profit for the three months ended March 31, 2001. Gross profit as a percentage of revenues decreased to 36.0% for
the three months ended March 31, 2002 from 36.9% for the three months ended March 31, 2001. The decrease in gross profit was
primarily attributable to decreased revenues. The dight decrease in the overall gross margin is due to the product mix of sales, with a
higher percent of sales composed of the Jones Naturals line and the energy platform which have alower gross margin, partially offset by
increasing gross margins on the Company's core Jones Sodalline.

Total Operating Expenses

Total operating expenses were approximately $1,755,000 for the three months ended March 31, 2002, a decrease of $502,000, or
22.2% lower than total operating expenses of $2,256,000 for the three-month period ended March 31, 2001. Tota operating expenses asa
percentage of salesincreased to 44.2% from 43.0%. The decrease in total operating expenses in absolute dollars was primarily attributable
to decreased promotion and selling expenses and to a lesser extent lower administrative expenses for the three months ended March 31,
2002. The dlight increase in total operating expenses as a percentage of revenues is due to a greater decrease in revenues than the decrease
in operating expenses.

Promotion and Selling Expenses

Promotion and selling expenses were approximately $1,107,000 for the three months ended March 31, 2002, a decrease of
$454,000, or 29.1% from $1,561,000 for the three months ended March 31, 2001. Promotion and selling expenses as a percentage of
revenues improved to 27.9% for the three months ended March 31, 2002 from 29.7% for the three months ended March 31, 2001. The
decrease in promotion and selling expenses was primarily attributable to more controlled marketing programs within the Company's
distributor network as well as decreased saaries and wages associated with a decreased size of saes force primarily in the Company's non-
focus markets. In addition, as aresult of the change in accounting policy, al dotting fees are now recorded as a reduction to revenue rather
than as promotion and selling expense, resulting in a reduction in selling expense of approximately $100,000 for the period ending
March 31, 2002 compared to $86,000 for the period ended March 31, 2001 (see "Note 4—Recent accounting pronouncements' above).

General and Administrative Expenses

General and administrative expenses were approximately $648,000 for the three months ended March 31, 2002, a decrease of
$48,000, or 6.9% compared to $696,000 for the three months ended March 31, 2001. General and administrative expenses as a percentage
of revenues increased to 16.3% for the three months ended March 31, 2002 from 13.3% for the three months ended March 31, 2001. The
decrease in general and administrative expenses is primarily due to a decrease in production expenses, partialy offset by increased salaries
and wages associated with the Chief Operating Officer (now President of Whoopass USA, Inc.) and the Executive Chairman, who were
hired in the third quarter of 2001 and the first quarter of 2002, respectively.



Other income

Total other income was approximately $7,000 for the three months ended March 31, 2002, a decrease of $53,000 from total other
income of $60,000 for the three months ended March 31, 2001. The decrease was primarily attributable to a decrease in the amount of
realized and unrealized foreign exchange gain earned for the period.

Net Loss

Net loss was $316,000 for the three months ended March 31, 2002, compared to a net loss of $260,000 for the three months
ended March 31, 2001. The decrease in the net loss was attributable to decreased gross profit, partially offset by areduction in sdlling and
general and administrative expenses.

Liquidity and Capital Resources

The operations of the Company historicaly have primarily been funded through the issuance of common stock and external
borrowings.

As of March 31, 2002, the Company had working capital of $2,258,246 compared to working capitd of $2,578,628 as a
December 31, 2001. The decrease in working capital was primarily attributable to the operating loss incurred for the period ending
March 31, 2002.

On March 17, 2000, the Company entered into a credit facility with Banc of America Commercia Finance Corporation,
congisting of athree-year revolving line of credit of up to $3,000,000. Wells Fargo Business Credit subsequently purchased the portfolio of
loans from Banc of America Commercial Finance. The amount available for borrowing from time to time under the revolving line of credit
is dependent upon the levels of certain eligible accounts receivable and inventory. This revolving line of credit is secured by al of the
Company's assets, including accounts receivable, inventory, trademarks and other intellectua property, and certain equipment. Borrowings
under the credit facility bear interest at a rate of prime plus 1.5% (6.2% as of March 31, 2002). The credit facility does not impose any
financial covenants. At March 31, 2002, the Company had $180,768 outstanding under the line of credit, out of atotal of $1,003,554.79
available for borrowing based on eligible accounts receivable and inventory at that time.

Cash and cash equivalents were nil at March 31, 2002 and at December 31, 2001, compared to $289,894 at March 31, 2001. Net
cash provided by operating activities was $237,000 for the three months ended March 31, 2002, consisting primarily of receipt of
$272,000 from accounts receivable and accrua of $665,000 in accounts payable, partialy offset by payments of $458,000 for inventory.
The Company's investing activities used $23,000 for the three months ended March 31, 2002 primarily for the purchase of coolers and
registration of miscellaneous trademarks. Cash flow used in financing activities was $214,000 for the three months ended March 31, 2002
and consisted primarily of pay down of theline of credit.

Seasonality

The Company has experienced significant fluctuations in quarterly results that have been the result of many factors, including the
following:

. the addition or deletion of certain licensed brands to its distribution portfolio;

. the shift in business focus from being solely a regiona distributor of licensed and unlicensed brands and products to
being a developer, producer, marketer and distributor of internally developed brands and products;

. the seasonal demand for beverages; and
. competition and general economic conditions.

Due to these and other factors, the Company's results of operations have fluctuated from period to period. As a result,
management believes that period-to-period comparisons of results of operations are not necessarily meaningful and should not be relied
upon as any indication of future performance. Like many other companies in the beverage industry, the Company generates a substantial
percentage of its revenues during the warm weather months of April through September. Management believes that the demand for the
Company's products will continue to reflect such seasona consumption patterns. While the Company looks to expand its distribution
network and increase market penetration, however, such seasonality may not be easily discernible from results of operations. Due to dl of
the foregoing factors, the Company's operating results in a particular quarter may fail to meet market expectations.



Other Factorsthat May Affect Operating Results
The Company's operating results may fluctuate due to a number of factors, including, but not limited to:
. the ability of the Company'sthird party distributors to successfully promote and sell the Company's products;
. the Company's ability to (i) develop and expand distribution channels, (ii) develop favorable arrangements with third
party distributors of the Company's products and (iii) minimize or reduce issues associated with engaging new
distributors, including, but not limited to, transition costs and expenses and down time resulting from the initial

deployment of the Company's productsin each new distributor's network;

. unilateral decisions by distributors, grocery store chains, speciadty chain stores, club stores, mass merchandisers and
other customers to discontinue carrying all or any of the Company's products that they are carrying at any time;

. competitive products and pricing pressures and the Company's ability to gain or maintain share of sdes in the
marketplace as aresult of actions by competitors;

. the Company's ability to generate sufficient cash flows to support general operating activities and capital expansion, and
its ability to operate profitably;

. the availability of financing, whether on terms acceptable to the Company or at al, including the terms and/or
availability of the Company's credit facility and the actions of its creditors;

. the Company's ability to develop and maintain favorable arrangements with third party packers and suppliers of the
Company's products;

. the Company's ahility to effectively manage changesin key personnel or management;

. the Company's ahility to develop and maintain brand awareness for its products;

. the Company's ability to comply with federal, state and provincial laws and regulations and any changes or amendments

thereon, and the cost and effect of such compliance;
. changes in consumer tastes, preferences and demographic patterns;

. changes in the cost and availability of raw materials and the ability to maintain favorable supply arrangements and
relationships and procure timely and/or adequate production of al or any of the Company's products;

. fluctuationsin foreign currency rates, interest rates and other capital market conditions;

. the Company's success in introducing new products to the market and the market's acceptance of the new products;
. the Company's ability to penetrate new markets;

. the effectiveness of the Company's advertising, marketing and promational programs; and

. adverse weather conditions, which could reduce demand for the Company's products.

Investor Relations

During the period ending March 31, 2002, the Company completed all investor relations activities in-house. The Company sent
out copies of news or press releases, the Company's corporate brochure, and communicated to shareholders with a monthly newdetter and
a quarterly investor conference call. PART II. OTHER INFORMATION Item 5. Other Information On May 2, 2002, the Company
announced that Matt Kellogg, a director of the Company, had been appointed Executive Chairman by the Company's Board of Directors.
In his role as Executive Chairman, Mr. Kellogg will work full time at Jones Soda's headquarters and will have overall responsibility for all
aspects of the Company's operations. The appointment of Mr. Kellogg is intended to alow Peter van Stolk, the Company's President and
Chief Executive Officer, to focus on the marketing and branding of the Company's family of products, while Mr. Kellogg will have a
particular focus on financia and operational issues. Mr. Kellogg has been a member of the Company's Board of Directors since 1999 and
has been a member of the Company's Audit Committee. Since 1998, Mr. Kellogg has served as the Managing Member of Kingfisher
Capitd, LLC, adiversified investment and asset management business with holdings ranging from consumer products to communications



technologies.
SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned hereunto duly authorized on May 15, 2002.

JONES SODA CO.
By:

Peter van Stolk
President and Chief Executive Officer



