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OR
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subject to such filing requirements for the pastl@@s. Yes No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
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Exchange Act. (Check One):

Large accelerated filel] Accelerated filer
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Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[O] No
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EXPLANATORY NOTE

”ou ” o

Unless otherwise indicated or the context othenngsgiires, all references in this Quarterly Reparform 10-Q to “we,” “us,” “our,”
and the “Company” are to Jones Soda€a Washington corporation, and our wholly-ownebissdiaries Jones Soda Co. (USA) Inc., Jones
Soda (Canada) Inc., myJones.com Inc. and Whoop&saslik.

In addition, unless otherwise indicated or the erhbtherwise requires, all references in this @ubrReport to “Jones Sodaand “
Jones Pure Cane Sor" refer to our premium soda sold under the tradéedibrand name Jones Soda C3

CAUTIONARY NOTICE REGARDING FORWARD LOOKING STATEME NTS

We desire to take advantage of the “safe harbavipions of the Private Securities Litigation RefoAct of 1995. This Quarterly
Report on Form 10-Q and the documents incorpofayagference herein contain a number of forwardilog statements that reflect
management’s current views and expectations wipaet to our business, strategies, products, fuasdts and events and financial
performance. All statements made in this Reporérotihan statements of historical fact, includirgesnents that address operating
performance, events or developments that manageswpatts or anticipates will or may occur in theifa, including statements related to
distributor channels, volume growth, revenues,itability, new products, adequacy of funds from i@ens, statements expressing general
optimism about future operating results and notehisal information, are forward looking statementsparticular, the words such as
“believe,” “expect,” “intend,” “anticipate,” “estimte,” “may,” “will,” “should,” “plan,” “predict,” “could,” “future,” “stock,” “target,”
variations of such words, and similar expressidesiify forward-looking statements, but are notékelusive means of identifying such
statements and their absence does not mean thetbthenent is not forward-looking.

Readers should not place undue reliance on thesarfd-looking statements, which are based on manages current expectations &
projections about future events, are not guarardbgure performance, are subject to risks, utadeties and assumptions and apply only as
of the date of this Report. Our actual resultsfgrarance or achievements could differ materialgnirhistorical results as well the results
expressed in, anticipated or implied by these fodwaoking statements. In particular, our operatiegults may fluctuate due to a number of
factors, including, but not limited to, the follavg:

. Our inability to successfully implement our carbtmuhsoft drink (CSD) strategy, on which our busiplan and future growth are
dependent to a significant exte

. The inability of our exclusive manufacturer andudisitor (National Beverage Corp.) of Jones Sodaiiee and 12-ounce cans
and 1-liter PET bottles and Jones Energy in 16-ewams in the grocery and mass merchant chanpelrtorm adequately, which
would impair our ability to gain market acceptant¢he CSD industry

. Our inability to establish lor-term agreements with our distributors and our ilitgtib attract and maintain key distributo
. Our inability to carefully manage our inventory édv and to predict the timing and amount of oues;

. Our inability to establish and maintain distributiarrangements directly with retailers and natioatdil accounts, on which our
business plan and future growth are dependentrin

. Our inability to realize the benefits expected froar sponsorship agreements, to which we have adicand will continue to
dedicate, significant resource

. Our reliance on third-party packers of our produetsich could make management of our marketingdisiibution efforts
inefficient or unprofitable

. Our inability to secure a continuous supply andlatdity of raw materials
. Our inability to source our flavors on acceptalellerts from our key flavor suppliet

. Our inability to maintain brand image and produealify and the risk that we may suffer other prddssues such as product
recalls;

. Our inability to attract and retain key personméijch would directly affect our efficiency and rétswof operations
. Our inability to effectively manage our growth aredources in order to execute on our business

. Our inability to protect our trademarks, patent tnadle secrets, which may prevent us from succlhgsfiarketing our products
and competing effectively

. Litigation or legal proceedings (including pendsegurities class actions), which could expose igtuificant liabilities and
damage our reputatio
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. Our inability to remediate a material weaknessunioternal control over financial reporting, whicbuld adversely impact our
ability to report accurate financial results iriraely manner

. Our inability to build and sustain proper inforneatitechnology infrastructur

. Our inability to create and maintain brand namegedtion and acceptance of our products, whiclcétieal to our success in our
competitive, bran-conscious industry

. Our inability to continue developing new produdssatisfy our consume’ changing preference
. Our inability to comply with the many regulatiorswhich our business is subject; ¢

. Our inability to compete successfully against mlacger, well-funded established companies curremlgrating in the beverage
industry.

For a discussion of some of the additional factbas may affect our business, results and prospsets‘ltem 1A. RISK FACTORS” in
our Annual Report on Form 10-K for the year ended@nber 31, 2007 filed with the Securities and Brge Commission on March 17,
2008. Readers are also urged to carefully reviedvcamsider the various disclosures made by ussriRbport and in our other reports we file
with the Securities and Exchange Commission, irolydur periodic reports on Forms 10-Q and 8-K.dptas required by law, we
undertake no obligation to publicly update or revagsy forward-looking statements, whether as dtrebnew information, future events or
otherwise.



Table of Contents

PART I. FINANCIAL INFORMATION ITEM 1. FINANCIAL STA
JONES SODA CO. AND SUBSIDIARIES

Consolidated Balance Sheets

March 31, 2008 with comparative figures for Decentlg 2007

Assets

Current asset:
Cash and cash equivalel
Shor-term investment
Accounts receivabl
Inventory (note 3
Prepaid expenst

Deferred income tax asset (note
Capital asset

Other asset

Intangible asset

Liabilities and Shareholde Equity

Current liabilities:
Accounts payable and accrued liabilit
Current portion of capital lease obligatic
Taxes payabl

Capital lease obligations, less current por
Long term liabilities- Other (note 5

Commitments and contingencies (note
Shareholder equity (note 7
Common stock
Authorized: 100,000,000 common stock, no par v

Issued and outstanding: 26,274,177 common shad@3 — 26,251,183

Additional paic-in capital
Accumulated other comprehensive inca
Deficit

See accompanying notes to interim consolidatedhéizd statements.

5

March 31, December 31,
2008 2007
(Unaudited)
$ 13,293,74 $17,857,80
9,436,47! 9,935,40!
6,495,43: 4,474 ,55!
6,990,18: 5,745,88!
952,32: 822,62(
37,168,15 38,836,27
117,85( 117,85(
1,288,96! 1,078,911
1,357,90! 1,418,511
164,09¢ 173,04(
$40,096,96  $ 41,624,59
$ 8,816,85 $ 6,993,222
149,02: 156,84"
— 203,37
8,965,88I 7,353,45;
437,06 474,22t
323,45¢ —
760,52 474,22
43,916,47 43,855,92
4,390,33. 3,990,71.
96,31( 129,47
(18,032,55) (14,179,19)
30,370,56 33,796,91
$ 40,096,96 $ 41,624,59
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JONES SODA CO. AND SUBSIDIARIES

Consolidated Statements of Operations
(Unaudited)

Three months ended March 31, 2008 and 2007

Revenue

Cost of goods sol
Gross profit
Licensing revenu

Operating expenses (1
Promotion and sellin
General and administrati

Loss before interest income and income t:
Interest/other income, ne
Earnings (loss) before income 1
Income tax benefit (expense) (note
Current
Deferred

Earnings (loss) for the peric

Earnings (loss) per share, ba
Earnings (loss) per share, dilut
Weighted average number of common st
Basic
Diluted

(1) Includes no-cash stoc-based compensation as follov

Promotion and sellin
General and administrati

Three Months Ended March 31,

2008 2007
$ 9,403,50. §$ 9,189,08'
7,481,03, 5,671,87!
1,922,47; 3,517,21
50,50( 145,94’
1,972,97; 3,663,15
3,001,78: 2,358,72!
2,860,09! 1,732,22.
5,861,88. 4,090,94.
(3,888,90) (427,789
147,43 441,08(
(3,741,47) 13,30:
(111,88) 3,727
— 41,28:
(111,88) 45,01(
$(3,853,35) $ 58,3L
$ (019 $ —
$ (019 $ —
26,266,01 25,667,80
26,266,01 26,449,56

$ 146,29: $ 68,00
$ 268,99¢ $ 139,89¢

See accompanying notes to interim consolidatedh&izd statements.

6
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JONES SODA CO. AND SUBSIDIARIES

Consolidated Statements of Shareholders’ Equity@omprehensive Income
Three months ended March 31, 2008 (Unaudited)
Year ended December 31, 2007

other

Common Stock Additional comprehensive Total
paid-in shareholders’
Number Amount capital income (loss) Deficit equity

Balance, December 31, 20 25,637,49 $41,890,77 $2,832,86! $ 96,01¢ $ (2,550,16) $42,269,49
Proceeds from employee equity incentive pl 613,69: 1,604,19: — — — 1,604,19:
Stocl-based compensatic — — 1,518,80! — — 1,518,80!
Exercise of stock optior — 360,95¢ (360,959 — — —
Loss for the yea — — — — (11,629,02)
Other comprehensive income, realized losses on

available-for-sale short-term investments

reclassed to inconr — — — 11,73¢ —
Other comprehensive income, unrealized gain

available-for-sale sho-term investment — — — 21,71¢ —
Comprehensive loss for the ye (11,595,57)
Balance, December 31, 20 26,251,18 43,855,92  3,990,71 129,47: (14,179,19) 33,796,91
Proceeds from employee equity incentive pl 22,99¢ 44,87 — — — 44,87
Exercise of stock optior — 15,66¢ (15,669 — — —
Stocl-based compensatic — — 415,29( — — 415,29(
Loss for the perio — — — — (3,853,35))
Other comprehensive losses, unrealized losses on

available-for-sale sho-term investment — — — (11,447 —
Other comprehensive income, realized gains o

available-for-sale short-term investments

reclassed incom — — — (21,719 —
Comprehensive loss for the peri (3,886,521
Balance, March 31, 20( 26,274,17 $43,916,47 $4,390,33. $ 96,31( $(18,032,55) $ 30,370,56

See accompanying notes to interim consolidatedh@izd statements.
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JONES SODA CO. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
(Unaudited)

Three months ended March 31, 2008 and 2007

Cash flows from (used in) operating activiti
Net income (loss) for the peric
Items not involving cast
Depreciation and amortizatic
Deferred income ta
Stock compensation exper
Changes in assets & liabiliti
Accounts receivabl
Inventory
Prepaid expenst
Taxes payabl
Accounts payabl
Long term liabilities- other
Net cash from (used in) operating activit
Cash flows from (used in) investing activitis
Purchase of capital assi
Purchase of other ass:
Sales of sho-term investment- net
Net cash from investing activiti¢
Cash flows from (used in) financing activitit
Net repayment of capital lease obligatit
Proceeds from exercise of optic
Net cash from (used in) financing activit

Net increase (decrease) in cash and cash equis

Cash and cash equivalents, begining of pe
Cash and cash equivalents, end of pe

Supplemental disclosure of r-cash financing and investing activitit

Cash paid (received) during year f
Interest
Income taxe:

See accompanying notes to interim consolidatedh&izd statements.
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Three months ended March 31,

2008 2007
$(3,853,35) $ 58,31
139,24 133,87
— (41,289
415,29( 207,90
(2,020,87)  1,276,03.
(1,244,29) 38,73
(129,70)) (83,399
(203,379 (3,729
1,789,471 (1,214,20)
277,92 —
(4,829,67)) 372,24¢
(179,129 (208,65
(20,92) (77,54
465,76 740,10
265,71 453,91
(44,98) (28,259
44.87¢ 477,617
(106) 449 35¢
(4,564,06)  1,27551
17,857,80  13,905,87
$13,293,74  $15,181,38
$ (277,289 $ (310,650
$ 232 $ 622
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JONES SODA CO. AND SUBSIDIARIES
Notes to Interim Consolidated Financial Statements
Three months ended March 31, 2008 and 2007 (Ured)dit

1. Nature and continuance of operations

Jones Soda Co. develops, produces, markets, leanskdistributes premium beverages and relatetpts. Our primary product lines
include the brands Jones Pure Cane Sodddihes 24C™, an enhanced water beverage; Jonesi@ifara ready to drink organic tea;
Jones Energy™, a high energy drink; WhoopAss EnBrijyk ®, a high energy drink; and Jones Natufgls non-carbonated juice and
tea drink. We are a Washington corporation andcotporate offices are located at 23#%4 Avenue North, Seattle, Washington. We have
two operating subsidiaries, Jones Soda Co. (US&)dnd Jones Soda (Canada) Inc., as well as twperating subsidiaries,
Whoopass USA Inc. and myJones.com Inc.

2. Significant accounting policies:
(2) Basis of presentatiol

These unaudited interim consolidated financiakstents have been prepared using generally accaptednting principles in the
United States of America (“GAAP”) and United StaBescurities and Exchange Commission (“SEC”) rules r@gulations
applicable to interim financial reporting. The asgmanying unaudited interim consolidated financiatements are prepared in
accordance with GAAP but do not include all infotioa and footnotes required by GAAP for annual ficial statements.
However, in the opinion of management, all adjustteéwhich consist only of normal recurring adjustits) necessary for a fair
presentation of the results of operations for #levant periods have been made. Results for tharmperiod are not necessarily
indicative of the results to be expected for tHeffscal year or for any other interim period. Heefinancial statements should be
read in conjunction with the summary of accounfiojcies and the notes to the consolidated findrstéiements for the year
ended December 31, 2007, as amended by note 2¢dy,bacluded in our annual report on Form 10-K.

The consolidated financial statements include tu®ants of our company and our wholly-owned subsi€ls. All material inter-
company accounts and transactions have been etadioa consolidation.

(b) Use of estimate:

The preparation of the consolidated financial steets requires management to make a number ofaerand assumptions
relating to the reported amounts of assets anditieb and the disclosure of contingent assetslefulities at the date of the
consolidated financial statements and the rep@medunts of revenue and expenses during the reggrériod. Significant items
subject to such estimates and assumptions inchudere not limited to, inventory valuation, depaéte lives of capital assets,
prepaid assets, other assets and intangible agaktation allowances for receivables, stock-basedpensation expense, income
taxes, valuation allowances for deferred incomeatesets and contingencies. Actual results coufdrdifom those estimates.

(c) Seasonality

Our sales are seasonal and we experience sigrifloatuations in quarterly results as a resultnainy factors. We generate a
substantial percentage of our revenues during trewweather months of April through September. migmdf customer purchas
will vary each year and sales can be expectedifiofislm one quarter to another. As a result, mamagnt believes that period-to-
period comparisons of results of operations arexroessarily meaningful and should not be relieshugs any indication of future
performance or results expected for the fiscal .year

(d) Recently issued accounting pronouncem

Effective January 1, 2008 we adopted FASB issuefl RA. 157 entitled “Fair Value Measurements” (“FNB. 157"). This
statement clarifies the definition of fair valuepimvide greater consistency and clarity on exgstincounting pronouncements that
require fair value measurements, provides a framle¥ew using fair value to measure assets andliiesi and expands disclosut
about fair value measurements. FAS No. 157 wasnedjto be applied for fiscal years beginning alevember 15, 2007 and
interim periods within that year, but FASB StaffsRimn 157-2 defers the effective date of FAS N®7 1o fiscal years beginning
on or after November 15, 2008 for all non-finaneis$ets and non-financial liabilities, except thibse are recognized and
disclosed at fair value on a recurring basis. Td@ption of FAS No. 157 had no significant impactaum consolidated financial
statements. In accordance with FASB Staff PositiBBP FAS") 157-2, Effective Date of FASB StatemBbiat. 157, the Company
has deferred application of SFAS No. 157 untilratevember 15, 2008, in relation to nonrecurringfirancial assets and
nonfinancial liabilities including goodwill impairemt testing, asset retirement obligations, longdiasset impairments and exit
and disposal activities.

Effective January 1, 2008 we adopted SFAS No. Ififled “The Fair Value Option for Financial Assetsd Financial
Liabilities—Including an amendment of FASB Statemidn. 115" (“FAS No. 159")FAS No. 159 permits companies to choos
measure many financial instruments and certainrdtims at fair value that are not currently regdito be measured at fair value
and establishes presentation and disclosure regeirts. Unrealized gains and losses on items fochwiie fair value option has
been elected will be reported in earnings. FAS N is effective for fiscal years beginning aftesémber 15, 2007. Tt



adoption of FAS No. 159 had no significant impattonr consolidated financial statements.
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In December 2007, the FASB ratified the EITF's Garsus for Issue No. 07-1, “Accounting for Collaliwe

Arrangements” (“EITF 07-1"), which defines collalbtive arrangements and establishes reporting Emeints for transactions
between participants in a collaborative arrangeraadtbetween participants in the arrangement ardigharties. EITF 07-1 will
become effective beginning with our first quarte2009. We are currently evaluating the impacny, of this standard on our
Consolidated Financial Statements.

(e) Comparative figure
Certain prior period amounts have been reclassifiesbnform to the presentation adopted in theerirperiod.

3. Inventory:

Inventories consist of raw materials and finishedds and are stated at the lower of cost and estihmet realizable value and include
adjustments for estimated obsolescence. Costésrdigted principally using actual cost on a firsfinst-out basis. The provisions for
excess inventory are based on estimated forecassgge of inventories. A significant change in dedni@mm certain products as compa
to forecasted amounts may result in the recordfraglditional provisions for obsolete inventory. ¥isions for obsolete inventory are
recorded as cost of goods sold.

December 31

March 31,
2008 2007
Finished good $4,872,051  $3,797,88
Raw material: 2,118,13: 1,948,00.

$6,990,18: $5,745,88:

4. Segmented information and export sales

We operate in one industry segment, with operatitursng the first quarter of 2008 primarily in thimited States and Canada. During
the three-month period ended March 31, 2008, saldge United States were approximately $7,985(2007—$8,020,000), sales in
Canada were approximately $1,348,000 (2007—$1,084,@nd sales to other countries totaled appraely&70,000 (2007—
$85,000). Sales have been assigned to geograpiaitdns based on the location of customers.

During the three-month period ended March 31, 288&nues from one customer represented $2,298200F — none) of the total
revenue.

5. Long term liabilities:

Long term liabilities include certain amounts rethto our sponsorship agreements, non-identifiabtefits and deferred gains on the
sale and leaseback of certain equipment.

Sponsorship agreement with the Seattle Seah $277,92:
Deferred gain of sale/leaseback of equipn 45,537
$ 323,45t

6. Earnings per share:
The computation for basic and diluted earningsspare is as follows:

Three months ended March 31,

2008 2007
Income (loss) for the peric $(3,853,35) $ 58,31l
Weighted average number of common stock outstan
Basic 26,266,01 25,667,80
Dilutive stock option: — 781,75¢
Diluted 26,266,01 26,449,56
Earnings (loss )per share:
Basic $ (0.15) $ 0.0C
Diluted $ (0.1%) $ 0.0C

10
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As of March 31, 2008, due to the net loss all @uiding equity options are anti-dilutive.

7.  Shareholders’ equity:

In 1996, we adopted a stock option plan (the 1986)Rhat provides for the issuance of incentive aon-qualified stock options to
officers, directors, employees and consultantgdidition, in 2002 we adopted a second stock oggtian for the issuance of incentive
and non-qualified stock options to officers, dimrst employees and consultants (the 2002 Plang {886 Plan and 2002 Plan are
collectively referred to as the “Plans”). On May, 2806, at the annual shareholders meeting, thelsblaers approved an amendment
to the 2002 Plan to increase the total number afeshof common stock authorized for issuance duhadife of the plan from an
aggregate 3,750,000 shares to 4,500,000 shared.9B6ePlan terminated by its terms on June 18, 20@6no additional options may
be granted there under, but all outstanding optommsginue for their respective remaining terms.May 31, 2007, at the annual
shareholders meeting, the shareholders approvadearamendment to the 2002 Plan to permit awardsstficted stock grants and the
2002 Plan was renamed to the “2002 Stock OptionRexrlricted Stock Plan”.

Under the terms of our 2002 Plan, our Board of @oes may grant options or restricted stock to eygés, officers, directors and
consultants. The plan provides for granting of @msior restricted stock at the fair market valuewfstock at the grant date.
Historically, options generally vested over a périd eighteen months, with the first 25% vestinghatdate of grant and the balance
vesting in equal amounts every six months theredtifective during the quarter ended Septembe2806, we changed the vesting
schedule for our prospective stock option grantsest over a period of forty-two months, with fhiet 1/7th vesting six months from
the grant date and the balance vesting in equaliata@very six months thereafter. We determineaeira of each option at the time it
granted, historically, options granted generallyeha five-or ten-year term.

(&) Stock options
A summary of our stock option activity is as follew

Outstanding options

Average

Number exercise

of shares price
Balance at December 31, 2C 1,424,02! $ 4.0F
Options grante: 339,50( 19.1¢
Options exercise (613,697 (2.1¢)
Options cancelle (77,097 (14.60
Balance at December 31, 2C 1,072,73 $ 8.91
Options grante: 568,25( 3.4¢
Options exercise (7,500 5.9¢
Options cancelle (53,009 20.3¢
Balance at March 31, 20( 1,580,48. 6.5¢
Exercisable, March 31, 20( 800,53¢ $ 6.1

The following table summarizes information abowick&toptions outstanding and exercisable under tmgksncentive plans at

March 31, 2008:

Weighted Weighted

average Weighted Weighted average

remaining remaining

contractual Average average contractual

Number exercise Number exercise

outstanding life (years) price exercisabl¢ price life (years)

$0.25 to $0.5( 80,00( 0.0 $ 0.3C 80,00C $ 0.3C 0.0z
$1.10 to $2.9¢ 97,00( 0.7¢ 2.1t 97,00( 2.1¢ 0.7¢€
$3.00 to $4.0( 730,75( 4.4¢€ 3.47 202,50( 3.9¢ 4.4€
$4.01 to $5.0: 2,00(¢ 2.3¢€ 5.01 2,00(¢ 5.01 2.3¢
$5.02 to $9.3¢ 423,41( 3.52 7.1t 342,68 7.0t 3.52
$9.35 to $22.9! 247,32. 4.1C 18.62 76,357 18.92 4.1C
1,580,48. 3.7C $ 6.5¢ 80053 $ 6.1: 3.15

11
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The total intrinsic value for options exercisedidgrthe three months ended March 31, 2008 and Mat¢cR007 was $9,907 and
$1,860,000 respectively. The aggregate intrinsiagesaf options outstanding at March 31, 2008 wa&1$393 and for options
exercisable was $385,180.

During the three-month period ended March 31, 2@608nodifications were made to outstanding stodioap, and there were no stock-
based compensation costs capitalized as part afoiteof any asset.

(b) Restricted stock award

During the quarter ended March 31, 2008, the Boéidirectors granted 55,850 shares of restrictedksto certain employees under
revised 2002 Stock Option and Restricted Stock,Rldich was approved by our shareholders in May720d monetary payment is
required from the employees upon receipt of thriotsd stock awards. The shares of restricteckstest over a period of forty-two
months in equal amounts every six months. At M&th2008, the restricted stock had an aggregaiesit value of $12,000.

A summary of our restricted stock activity is abdws:

Weighted-
Weighted- Average
Restricted Grant Date Contractual
Shares Fair Value Life
Unvested restricted stock at December 31, 2 129,50( $ 10.11 2.86 yr¢
Granted 55,85( $ 3.27
Vested (15,829 $ 10.11 —
Stock Cancelle (21,92Y $ 10.1¢ —
Balance at March 31, 20( 147,59¢ $ 7.5 3.07 yre

(c) Stock-based compensation expen

We account for stock-based compensation in accoedaith Financial Accounting Standards Board (“FAgBtatement No. 123(R),
Share-Based PaymefiFAS 123R”), using the fair-value based methodcBtbased compensation expense is recognized thgng
straight-line attribution method over the employeequisite service period.

The following table summarizes the stock-based @oraation expense by type of awards:

Three months ended March 31,

2008 2007
Stock options $ 329,20t $ 207,90(
Restricted stoc 86,08 —

$ 41529 $ 207,90(

Shares of restricted stock are valued at the glatet market price of the underlying securities, gm@dcompensation expense is
recognized on a straight-line basis over the forg-month vesting period based on the estimatedoeurof awards expected to vest.

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidcing model employing the
following key assumptions. Expected stock priceatitities are based upon the historical volatibfyour daily stock closing prices over
a period equal to the expected life of each opgi@amt. The risk-free interest rate was selecteddas yields from Government Bond
yields with a term equal to the expected term efdptions being valued. Expected term of the ogdrased on historical employee
stock option exercise behavior, the vesting terfrth@respective option and a contractual life of
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five to ten years. Our stock price volatility angtion lives involve management’s best estimatdlatttime, both of which impact the
fair value of the option calculated under the Bi&atholes methodology and, ultimately, the expehaewill be recognized over the
requisite service period.

We employ the following key weighted average asdgionp in determining the fair value of stock opspnsing the Black-Scholes
option pricing model;

Three months ended March 31,

2008 2007
Expected stock price volatilil 71.02% 55.00(%
Risk-free interest rat 2.65% 4.62%
Expected term (in year 4.5 year 2.75 year
Weighte-average grant date f-value $  1.9¢ $ 4.3(C

SFAS 123R also requires that we recognize compensatpense for only the portion of stock optionsestricted stock that is expec
to vest. Therefore, we apply estimated forfeit@ates that are derived from historical employee iation behavior. If the actual
number of forfeitures differs from those estimabgdnanagement, additional adjustments to stockebagmpensation expense may be
required in future periods.

At March 31, 2008, the unrecognized compensatigrerese related to stock options and unvested restratock was $2,927,000 and
$1,078,000, respectively, which are to be recoghmeer a weighted-average periods of 2.90 years8a&iitlyears, respectively.

8. Income Taxes:

We account for income taxes in accordance with SEAS “Accounting for Income Taxes,” which requithe recognition of deferred
tax assets and liabilities for the expected futareconsequences of events that have been incladikd financial statements which
differ from our tax returns.

The determination of our provision of income taaed valuation allowances requires significant judgtnthe use of estimates, and the
interpretation and application of complex tax laivs.the extent management believes it is moreylikehn not that we will not be able
to utilize some or all of our deferred tax assetsrfo their expiration, we are required to estblaluation allowances against that
portion of deferred tax assets.

During the fourth quarter of fiscal 2007, we recagd a full valuation allowance against our net.Wdi&erred tax assets in the amount
of approximately $5.5 million after experiencingrsificant losses in our U.S. operations. We inadiadditional losses in our U.S.
operations during the first quarter of 2008 anddased our cumulative losses in our U.S. operatesanalyze the realizability of our
deferred tax assets on a quarterly basis, but naégpexpect to continue to record a full valuatdlowance on our future U.S. tax
benefits until we sustain an appropriate levebabble income through U.S. operations and tax phastrategies. No valuation
allowance was recorded for the deferred tax assetsded in the Canadian subsidiary, as this sigvgidemains profitable.

We adopted the provisions of FASB Interpretation &8 (“FIN 48"), Accounting for Uncertainty in Income Taxesn January 1, 2007.
The adoption of FIN 48 had no impact on our comsdéid financial statements. At March 30, 2008 aaddinber 30, 2007, we had no
unrecognized tax benefits that, if recognized, Waffect our effective income tax rate over thetdgxmonths.

The current and deferred tax provision rates al@tzed at the effective federal statutory radéjrng into consideration expected
permanent differences, state income taxes, alteenatinimum taxes and the recording of valuatidovaances.

A portion of our granted options qualify as inceatstock options (ISO) for income tax purposessédch, a tax benefit is not recorded
at the time the compensation cost related to thiempis recorded for book purpose due to thetfzattan ISO does not ordinarily result
in a tax benefit unless there is a disqualifyingpdisition. Stock option grants of non-qualifiediops$ results in the creation of deferred
tax asset, which is a temporary difference, uhgl déption is exercised. Due to the treatment dadritiwe stock options for tax purposes,
our effective tax rate during any quarter is subjewariability.

As of March 31, 2008, we are evaluating the dedilityi of stock option expenses not included inypoasly filed tax returns. To the
extent these unrecognized potential tax benefitg Ineaultimately recognized, they will impact théeetive tax rate in a future period.
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9.

Commitments and contingencie!
Commitments

Paymentsalby period

Less thar More than
(Dollars in Thousands Total 1 Year Years 23 Years 45 5 Years
Purchase Obligatior $22,89: $ 4,642 $11,95¢ $4,22] $ 2,064

During the quarter ended March 31, 2008 we had cdtments aggregating approximately $22,892,000 whigltesent commitments
made by us to various suppliers of raw materiatsfanished goods, commitments to co-packers fodpation equipment and
commitments under our Sponsorship Agreement wigtSibattle Seahawks and the New Jersey Nets inmyetiar exclusive beverage
rights for certain soft drinks at Qwest Field ahd proposed new arena in Brooklyn, New York, ad agbkignage, advertising and other
promotional benefits to enhance our brand awarefég&se obligations vary in terms.

Legal proceedings

On September 4, 2007, a putative class action ainiphas filed against us, our CEO, and our CF@énU.S. District Court for the
Western District of Washington, alleging claims en&ection 10(b) and 20(a) of the Securities Exgbakct of 1934, as amended, and
Rule 10b-5 promulgated thereunder. The case idegh8altzman v. Jones Soda Company, eCalse No. 07-CV-1366-RSL, and
purports to be brought on behalf of a class of jpasers of our common stock during the period M&rc2007, to August 2, 2007. Six
substantially similar complaints subsequently wideel in the same court, some of which allege ckon behalf of a class of purchasers
of our common stock during the period NovemberGD&2 to August 2, 2007. Some of the subsequendgt iomplaints added as
defendants certain directors and another officéh@fCompany. The complaints generally allege timfs of federal securities laws
based on, among other things, false and misleadatgments and omissions about our financial ieguitl business prospects. The
complaints seek unspecified damages, interestnatge’ fees, costs, and expenses. On October g, #ese seven lawsuits were
consolidated as a single action entitlede Jones Soda Company Securities Litigat@ase No. 07-cv-1366-RSL. On March 5, 2008,
the Court appointed Robert Burrell lead plaintiffthe consolidated securities case. On May 5, 2@a8, plaintiff filed a First Amended
Consolidated Complaint, which purports to alleggrok on behalf of a class of purchasers of our comstock during the period of
January 10, 2007, to May 1, 2008, against the Cosnpad Peter van Stolk, our former Chief Execu@®fécer, former Chairman of tr
Board, and current director. The First Amended Gbdated Complaint generally alleges violationdeaferal securities laws based on,
among other things, false and misleading statensrdomissions about our agreements with retaddicgation of resources, and
business prospects. Defendamisition to dismiss is due on July 7, and is schetitdébe fully briefed and submitted for consideratin
early October.

In addition, on September 5, 2007, a shareholdévateve action was filed in the Superior Court #ing County, Washington,
allegedly on behalf of and for the benefit of thengpany, against certain of our current officers amaent and former directors. The
case is entitle€ramer v. van Stolk, et alCase No. 07-2-29187-3 SEA CramerAction”). The Company also was named as a hominal
defendant. Four other shareholders filed substgnsianilar derivative actions. Two of these actonere filed in the Superior Court for
King County, Washington. One of these two Supe@iourt actions has been voluntarily dismissed ardther has been consolidated
with the CramerAction under the captiolm re Jones Soda Co. Derivative Litigatidread Case No. 07-2-31254-4 SEA. On April 28,
2008, plaintiffs in the consolidated action filed @mended complaint based on the same basic alegalf fact as in the federal
securities class actions and alleging, among dttiegs, that certain of our current and formeradfs and directors breached their
fiduciary duties to the Company and were unjustisiahed in connection with the public disclosuresttare the subject of the federal
securities class actions. On May 1, 2008, plamtffid defendants submitted a stipulation seekastgyaof the proceedings in the
consolidatedCramerAction pending the completion of the briefing ardjuaication of all motions to dismiss in the coridated federal
securities class action, and, on May 2, 2008, therordered such a stay.

The two remaining shareholder derivative actionsawited in the U.S. District Court for the Westddrstrict of Washington. On April
10, 2008, the Court presiding over the federalv@ditie cases consolidated them under the ca@@xton v. Van Stolk, et aCase No.
07-1782RSL (“SextorAction”), and appointed Bryan P. Sexton lead plfinfthe Court also established a case scheduleghylmong
other things, sets the close of fact discoveryaasidry 4, 2009, and sets a trial date of May 49208e actions comprising the
consolidatedsextorAction are based on the same basic allegationsodfals in the securities class actions filed indt®. District Court
for the Western District of Washington and tbeamerAction, filed in the Superior Court for King Counfjhe actions comprising the
SextorAction allege, among other things, that certaiowf current and former directors and officers bheaictheir fiduciary duties to
the Company and were unjustly enriched in connegtibh the public disclosures that are the subpéthe federal securities class
actions. The complaints seek unspecified damagssiution, disgorgement of profits, equitable amjdnctive relief, attorneys’ fees,
costs, and expenses. Defendants irSetonAction have until June 9, 2008, to file any mot®)nto dismiss, unless a consolidated
complaint is filed, in which case defendants wilk an additional 60 days from the date of filiagrtove to dismiss.

The CramerAction andSextonAction are derivative in nature and do not seek etary damages from the Company. However, the
Company may be required, throughout the pendentlyeoéction, to advance payment of legal fees astsdncurred by the defendants
and the litigation may result in significant obligems for payment of defense costs and indemniioatvhich could be material.
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We are unable to predict the outcome of these cAseadverse court determination in any of thes®as against us could result in
significant liability and could have a material adse effect on our business, results of operatofigancial condition, subject to the
limits of our insurance policies.

We are involved in various other claims and legdiloms arising in the ordinary course of businegsduding proceedings involving
product liability claims and other employee clairasd tort and other general liability claims, fdnieh we carry insurance, as well as
trademark, copyright, and related claims and legtibns. In the opinion of our management, thenate disposition of these matters
will not have a material adverse effect on our ctidated financial position, results of operatiandiquidity.

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

You should read the following discussion and ansliysconjunction with our unaudited consolidatethhcial statements and related
notes included elsewhere in this Report and the 2Q@lited consolidated financial statements anésititereto included in our Annual
Report on Form 1-K, which was filed with the Securities and Excle@gpmmission on March 17, 2008.

This Quarterly Report on Form 10-Q and the documémtorporated herein by reference contain forwérdking statements. These
statements relate to future events or our futumarftial performance. In some cases, you can idefaifvard-looking statements by
terminology such as “believe,” “expect,” “intend,"anticipate,” “estimate,” “may,” “will,” “should,” “plan,” “predict,” “could,”

“future,” “stock,” “target,” variations of such words, and similar expressions. These statementsrdyepoedictions. Actual events or results
may differ materially. In evaluating these statetagyou should specifically consider various fastoncluding the risks outlined at the
beginning of this report under “Cautionary Noticedrding Forward-Looking Statements” and in ItemdfAdour most recent Annual Report
on Form 10-K filed with the Securities and Excha@genmission. These factors may cause our actualtse® differ materially from any
forward-looking statements. Except as required by lawumnaertake no obligation to publicly release anyis@ns to these forward-looking

statements that may be made to reflect eventgaurrmstances after the date hereof or to reflectobeurrence of unanticipated events.

Overview

We develop, produce, market and distribute “New"Aqe'Premium” beverages. We currently produce, ketdiand distribute six
beverage brands:

. Jones Pure Cane So™, a “premium” soda;

. Jones 24(™, an enhanced water beverage;

. Jones Organic™, a ready-to-drink organic tea;

. Jones Energ™, a citrus energy drink;

. WhoopAss Energy Drirk, a citrus energy drink; and

. Jones Natural®, a non-carbonated juice & tea.

We currently sell and distribute our products tlyloout the United States and Canada through ouronktef independent distributors

(our “Direct Store Delivery” channel, or DSD) andranational retail accounts (our “Direct To Retailfannel, or DTR), as well as through
licensing and distribution arrangements.

In 2007, we entered the carbonated soft drink md&8D) with the introduction of 12-ounce cans @fids Pure Cane Soda, which are
manufactured and distributed by National BeveraggQn grocery and mass merchant channels in tBe pirsuant to an exclusive
agreement we entered into with National Beveradgeiptember 2006. Through this arrangement, weifgeartd secure retailers across the
United States for our premium carbonated 12-ounftedsinks and 16-ounce energy drink products, &edare responsible for all sales
efforts, marketing, advertising and promotion. ldgstoncentrate supplied by Jones, National Bevepatfemanufactures and sells on an
exclusive basis the products directly to retaildlational Beverage is responsible for the manufaagy delivery and invoicing of the sales of
our products in this channel.

With respect to our DSD channel, we have focusedales and marketing resources on the expansbpemetration of our products
through our independent distributor network in ocore markets consisting of the Northwest, SouthaedtMidwest U.S. and Western
Canada, as well as targeted expansion into oupkrsstrated markets consisting of the NortheasSanutheast U.S. and Eastern Canada.
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We launched our DTR business strategy in 2003casrgplementary channel of distribution to our DS@rmthel, targeting large national
retail accounts. Through these programs, we negdligectly with large national retailers, primgniremier food service-based businesses, to
carry our products, serviced through the retailappointed distribution system. We currently haigtridbution arrangements with Barnes &
Noble, Panera Bread Company, Target Corporatiom’s Club and Wal-Mart Stores, Inc.

We are a Washington corporation formed in 2000 siscaessor to Urban Juice and Soda Company L&hpadian company formed in
1987. Our principal place of business is locate2i3dt Ninth Avenue North, Seattle, Washington 9810@. telephone number is (206) 624-
3357.

Critical Accounting Estimates and Policies

The discussion and analysis of our financial caoditind results of operations is based upon ousaatated financial statements,
which have been prepared in accordance with ace@uptinciples generally accepted in the United&taThe preparation of these financial
statements requires us to make estimates and judgriat affect the reported amounts of assetsilias, revenues and expenses, and
related disclosure of contingent assets and ligsliOn an on-going basis, we evaluate our estisnatluding, but not limited to, among
others, those affecting revenues, the allowancddabtful accounts, the salability of inventory ahd useful lives of tangible and intangible
assets, valuation allowances for receivables, dhasled compensation expense, valuation allowancaeferred income taxes and liabilities
and contingencies. The brief discussion belowtsnded to highlight some of the judgments and uag#ies that can impact the application
of these policies and the specific dollar amouegrted on our financial statements. We base dima®s on historical experience and on
various other assumptions that we believe to bgoregble under the circumstances, the results aftwibirm our basis for making judgments
about the carrying values of assets and liabilitia$ are not readily apparent from other sour8etual results may differ from these estimi
under different assumptions or conditions, or ihagement made different judgments or utilized difife estimates. Many of our estimates or
judgments are based on anticipated future evermsrdormance, and as such are forv-looking in nature, and are subject to many risks a
uncertainties, including those discussed belowaselwhere in this Report. We do not undertake dfigation to update or revise this
discussion to reflect any future events or circiamses.

We have identified below some of our accountingqies that we consider critical to our businessragi@ens and the understanding of
our results of operations. This is not a complisteof all of our accounting policies, and thereyrba other accounting policies that are
significant to us. For a detailed discussion onapglication of these and our other accountingcpedi see Note 2 to the Consolidated
Financial Statements included in this Report ardstimmary of accounting policies and notes toittential statements included in our
annual report on Form 10-K for the year ended Déeer31, 2007.

Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, delivery has occurred, thessgaice is fixed or determinable
and collectability is reasonably assured.

With respect to our DSD and DTR channels, our petslare sold on various terms for cash or credit. €@edit terms, which are
established in accordance with local and industagiices, typically require payment within 30 dayslelivery. We recognize revenue upon
receipt of our products by our distributors anaitetustomers in accordance with written sales $emet of provisions for discounts and
allowances. All sales to distributors and custonagesfinal sales and we have a “no return” polleywever, in limited instances, due to credit
issues or product quality issues we may take bamkduct.

With respect to our CSD channel, we recognize reedrom the sale of concentrate to National Bevexagrp. on a gross basis and
recognize revenue upon receipt of concentrate liphl Beverage. The selling price and terms of sélconcentrate to National Beverage
are determined in accordance with our manufactuaimdistribution agreement with them. Our creglitrts from the sale of concentrate
typically require payment within 30 days of deliyeAll sales of concentrate to National Beveragefaral sales and we have a “no return”
policy with them, however, in limited instancesgdo product quality or other custom package comits, we may take back product.

Licensing revenue is recorded when we receiveeacaifirmation from the third party.

We pay for slotting fees or similar arrangementadoordance with Emerging Issues Task Force IS&IEK") No. 01-9, Accounting
for Consideration Given by a Vendor to a Custoreelgding a Reseller of the Vendor's Products). &afly, this incentive is recognized as
a reduction in revenue at the later of the datevbich the related revenue is recognized or a comarit is made. If we receive a benefit from
any such incentives over a period of time and wetroertain criteria, such as retailer performaneegverability and enforceability, such
incentives are recorded as an asset and are aenastia reduction of revenue over the term of trengement. Typically, we amortized
slotting fees over a period not exceeding 12 mosititgect to recoverability consideration. We evtdithe recoverability of any deferred
slotting fees on a quarterly basis.
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Cash consideration and promotion allowances (irietudlotting fees) that we pay to customers orritlistors are accounted for as a
reduction of revenue when expensed or amortizediirstatements of operations. For the three-moetiog ended March 31, 2008, our
revenue was reduced by approximately $951,000 (3877000), on account of primarily promotion allowas and cash considerations. No
material slotting fees were incurred during thertgra

We entered into a Sponsorship Agreement with Fdattmathwest LLC (d/b/a Seattle Seahawks) and Rr§oal, Inc. on May 22,
2007 and with Brooklyn Arena LLC and New Jerseys\@aisketball, LLC on November 8, 2007, both of whicovide us with the exclusive
beverage rights for certain soft drinks as webigaage, advertising and other promotional bentdienhance our brand awareness. We have
allocated amounts under the agreements to thefidére benefits including signage, advertising aider promotional benefits based on tl
fair value and are recognizing such costs in prasnand selling expenses based on our existingy&ir such expenses. The remaining
amounts due under the agreement in excess ofitheafae of the identifiable benefits if any areoeded as an expense.

Allowance for Doubtful Accounts; Bad Debt Reserve

We routinely estimate the collectability of our aants receivable. We analyze accounts receivaldtarital bad debts, customer
concentrations, customer credibrthiness, current economic trends and changesricustomer payment terms when evaluating thewsds
of the allowance for doubtful accounts. In genered,have historically and continue today to prowageallowance for doubtful accounts eq
to 100% of any unpaid balance outstanding grehter 90 days since invoice, unless considered ¢illlecWe believe that in general bad
debt reserves for other companies in the beveraiesiry represent approximately 2% of total satistorically, our bad debt reserves have
been less than 1% of total sales. Bad debt expsm$assified within general and administrative @xges in our Consolidated Statements of
Operations. Our estimates for allowance for dodlgifeounts did not change materially since theafigear ended December 31, 2007.

Additionally, if we receive notice of a disputedeévable balance, we accrue such additional amasinte determine is reflective of the
risk of non-collection. In considering the amouhbad debt allowance we rely heavily on our histofyio material write-offs and on the fact
that our revenue is not dependent on one or a @stomers, but is spread among a number of custofieveever, another factor that could
cause us to change our estimates would be a dawinttine economy that we determine has the potent&ffect collections if we see a
greater concentration of our receivables from fegustomers. In such events, we may be requiregcird additional charges to cover this
exposure. Material differences may result in th@amt and timing of our bad debt expenses for amypg@éf we made different judgments or
utilized different estimates.

Inventory

We hold raw materials and finished goods invengnhich are manufactured and procured based osabes forecasts. We value
inventory at the lower of cost and estimated nafizable value, and include adjustments for estahatbsolescence, on a first in-first out
basis. These valuations are subject to customeipgarace, planned and actual product changes, deioiatiek particular products, and our
estimates of future realizable values based oretf@ecasted demands. We regularly review inverdetgil to determine whether a write-
down is necessary. We consider various factorsakimg this determination, including recent saleddry and predicted trends, industry
market conditions and general economic conditi@ifferences could result in the amount and timifigvate-downs for any period if we
make different judgments or use different estimafés also determine whether an allowance for olsselece is required on products that are
over 12 months from production date. During the¢hmonths ended March 31, 2008, we increased iomeabsolescence provisions for
discontinued raw material and finished goods dygattkaging changes. At March 31, 2008 we had aenitovy obsolescence provision of
approximately $514,000 ($565,000 at December 30720 or the three months ended March 31, 2007amegin inventory obsolescence
provision of $110,000.

Deferred Income Taxes

The determination of our provision for income tareguires significant judgment, the use of estimaaad the interpretation and
application of complex tax laws. To the extent ngamaent believes it is more likely than not thatwikt not be able to utilize some or all of
our deferred taxes prior to their expiration, we @quired to establish valuation allowances ag#iag portion of deferred tax assets. The
determination of required valuation allowances Imgs significant management judgment and is baped our best estimate of anticipated
taxable profits in various jurisdictions with whitie deferred tax assets are associated. Changgpetations could result in significant
adjustments to the valuation allowances and maiehaEnges to our provision for income taxes.

During the fourth quarter of fiscal 2007, we comtgd that it was appropriate to record a chargepfaimately $5,483,000 to establ
a full valuation allowance against the tax benediising from losses in our U.S operations whiciisea us to be in the position as of
December 31, 2007 of having cumulative lossesdeneyears with respect to our U.S. operationsiwierred additional losses in our U.S.
operations during the first quarter of 2008 andeased our cumulative losses in our U.S. operatiorsccordance with the relevant
accounting guidance, we considered future projastaf U.S. pretax income as a material factor in ou
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analysis of the realizability of our net U.S. deder tax assets, however, it was difficult to oveneahe cumulative losses and, thus, we
continue to establish a full valuation allowancaiagt our net U.S. deferred tax assets. This igdltige fact that the relevant accounting
guidance puts more weight on the negative objeetiwdence of cumulative losses in recent years thepositive subjective evidence of
future projections of pretax income. We analyzerdadizability of our deferred tax assets on a tgrbr basis, but reasonably expect to
continue to record a full valuation allowance otufe U.S. tax benefits until we sustain an appaiprievel of taxable income through
improved U.S. operations and tax planning stratedi® valuation allowance was recorded for defetagchssets recorded in the Canadian
subsidiary, as this subsidiary remains profitable.

We adopted the provisions of Financial Accountimgn8ards Board Interpretation No. 48 (“FIN 48”)3anuary 1, 2007. The adoption
of FIN 48 did not impact the consolidated finan@ahdition, results of operations or cash flows. Mééeve that we have appropriate support
for the income tax positions taken and to be takeour tax returns and that our accruals for talilities are adequate for all open years
based on an assessment of many factors includstgegperience and interpretations of tax law agpiiethe facts of each matter. Therefore,
no reserves for uncertain income tax positions leeen recorded for the quarter ended March 31, po€&8uant to FIN 48.

Contingencies

We are subject to the possibility of losses fromauss contingencies. See Part II: Item 1. — LegakBedings. Considerable judgment is
necessary to estimate the probability and amoulutssffrom such contingencies. An accrual is maldennit is probable that a liability has
been incurred or an asset has been impaired arairtbant of loss can be reasonably estimated. Weaaecliability and charge to operations
for estimated costs of adjudication or settlemeak @nasserted claims existing as of the balancet slate.

As of March 31, 2008, no loss contingencies hawnlaecrued for any class action or derivative latssas we are unable to predict the
outcome of these cases. An adverse court deterioninatany of these actions against us could résudignificant liability and could have a
material adverse effect on our business, resultgerations or financial condition, subject to lingts of our insurance policies.

Stock-based Compensation

We adopted Statement of Financial Accounting Statglblo. 123R, “Share-Based Payment” (SFAS 123R)gube modified
prospective transition method in 2006. Under thighod, stock-based compensation expense is re@afusing the fair-value based method
for all awards granted on or after the date of idapWe have adopted the Black-Scholes optionimicnodel to estimate fair value of each
option grant. Determining the fair value of shaeesdd awards at the grant date requires judgmeatidition, judgment is also required in
estimating the amount of share-based awards thabarected to be forfeited. If actual results difignificantly from these estimates, stock-
based compensation expense and our results oftimperaould be materially impacted.

During the quarter ended March 31, 2008, the Bo&idirectors granted restricted stock awards fqB56 shares and stock option
awards for 568,250 shares under our 2002 Stoclo@piid Restricted Stock Plan, which was approveanyshareholders in May 2007.
Under the fair value recognition provision of SFAZR, share-based compensation cost for stock avimrdeasured at the grant date based
on the fair value of the award and is recognizeex@ense over the requisite service period.

We amortize stock-based compensation for both stptikn grants and restricted stock awards, in imssances, over a period of 42
months, with the first 1/7th vesting six monthsnfrthe grant date and the balance vesting in eguoaliats every six months thereafter.

Results of Operations for the Three Months Ended Mech 31, 2008

Revenue
Three months ended March 31,
(Dollarsin Thousands) 2008 2007 Change
Gross Revenue (: $10,35¢ $9,27¢ 11.6%
Less: Promotion allowances and slotting fees (957) (87) 995.(%
Net Revenut $ 9,40¢ $9,18¢ 2.3%
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(1) Gross revenue, which excludes the impact dfistpfees and promotional allowances, is a non-GAkancial measure. The most
directly comparable GAAP measure is net revenuase GAAP, slotting fees and promotional allowanaesrecorded as a reduction
of revenue in calculating net revenues. Gross ge®is used by management to monitor operatingpeance, including in
comparison to prior years, as it allows evaluatibeales performance before the effects of anyistpfees and promotional items,
which can mask certain performance issues. Weugetleat the presentation of gross revenues provigesl information to investors
because it allows a more comprehensive presentatidre Company’s operating performance. Howeversg revenues should not be
used alone as an indicator of operating performampéace of net revenues. Gross revenues mayentgdiized in the form of cash
receipts as slotting fees and promotional paymamtisallowances may be deducted from payments matéiom customers. This table
reconciles gross revenues to net reven

(2) Although the expenditures described in this tem are determined in accordance with GAAP ardtrBAAP requirements, the
disclosure thereof does not conform with GAAP pnéstion requirements. Additionally, the presentatid promotional allowances and
slotting fees may not be comparable to similar ggresented by other companies. The presentatiproofotional allowances and
slotting fees facilitates an evaluation of the ictpthereof on the determination of net revenuesiliustrates the spending levels
incurred to secure such sal

For the three months ended March 31, 2008, nehtmsewere approximately $9,404,000, an increa$2 15,000, or 2.3%, over the
approximately $9,189,000 in revenues for the timeaths ended March 31, 2007. The increase in mehrees over the same period of the
prior year was primarily attributable to increasates through our DTR and DSD networks (as disclissiow), offset by a decrease in sales
of concentrate to National Beverage Corp.

For the three-month period ended March 31, 200Bgmss revenue was approximately $10,355,000, wies reduced by $951,000
on account of promotion allowances, slotting feed @arly payment discounts, compared to a reducti&87,000 in the comparable three-
month period in 2007. The $951,000 reduction relatmarily to price promotion programs implemeniethe quarter for our DTR business
and for the continued introduction of 24C acrossthdmerica. We expect our promotion program spegdo decrease in the other quarters
of 2008 compared to the first quarter. There werenaterial slotting fees incurred during the quarte

The increase in revenues in our DTR network contptyéhe same three-month period of the prior yess due primarily to increased
case sales to Sam’s Club and Wal-Mart, which adeabfor approximately 20% of our first quarter reme. We were selected by Sam’s Club
as a Volume Producing Items (VPI) partner for 2008 er which we expect to have opportunities fdragrced in-store placement and
promotions. We believe this selection positivelpanted our sales to Sam’s Club in the first quastemwe commenced shipments under this
program. Although we expect sales to Sam'’s Clukeuttte VPI program to continue to have a positimpact in future quarters of 2008, our
status as a VPI partner does not guarantee anynmmisales levels and could be terminated at arng, tsm there can be no assurance in this
regard.

Revenues in our DSD network increased over the gmmed of the prior year, primarily due to shiprteeaf 24C as we continued to
introduce the product across North America. Ina@dasase sales in the Northeast, Southeast, Northiaestern Canada and Western Canada
were partially offset by decreased case salesiMidwest and Southwest. The Northeast and Southegisns were positively impacted by
shipments to current distributors and new distobsipurchasing Jones products. Shipments in Canadsased compared to the same period
of 2007 due to the addition of new retailers aralithplementation of new retailer programs. We lvelithe decrease in case sales in the
Midwest was due to general economic conditionsthatithe Southwest was impacted negatively by agéaver of distributors.

We did not ship any significant amount of conceetia the first quarter of 2008, as we believe bdlzi Beverage had sufficient
concentrate inventory for current orders.

Case sales

Historically, we have reported our sales volumerf cases of finished products sold by us thromghDTR and DSD channels.
Starting in 2008, we intend to also report for mfiational purposes sales volume of unit casesrmdsidranded finished products sold by
National Beverage (through the CSD channel) toouerretailers. This does not change our revenuwgnétion policy. These are finishi
goods bearing our trademarks where we provide miagksupport and from the sale of which we deriger®mic benefit. We believe that
this measurement, together with finished produlgsseo our DTR and DSD channels, provides anotidication of the strength of our brand
and acceptance of our products in the marketplace.

Consolidated case sales of finished products tilees and distributors through our DSD and DTRnetads for the three-months ended
March 31, 2008, expressed as 288-ounce equivaseascwere 782,000. This is an increase of 184;,888s, or 30.8%, over total comparable
case sales for the same period in 2007. Durindjiigtequarter of 2008, total case sales of Joneswbed finished products sold directly by
National Beverage to retailers in the CSD chanrexkew222,000, an increase of 164%, compared to 84¢d@he same period in 20C
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We also intend to continue to report consolidateskcsales of concentrate to National Beverage.&hrate case sales represents the
amount of concentrate and syrups sold by us tooNatiBeverage. We recognize revenue from these salen receipt of the concentrate by
National Beverage in accordance with our revenaegmition policy. Case sales of concentrate todvai Beverage and total cases
finished products sold by National Beverage toilets (which are discussed above) are not necéssauial during any given period. Factors
such as seasonality, National Beverage invent@gtimes, timing of price increases, new producbuhictions, retailer demand and changes
in product mix can impact unit case volume and eofrate sales and can create differences betwés=nafaconcentrate by us and sales of
finished products to retailers by National Beverage

Consolidated case sales of concentrate to NatBeagrage for the three-months ended March 31, 20Q8essed as 288-ounce
equivalent cases, were 35,000. This is a decrdas@80,000 cases, or 96.9%, over total case $aleke comparable three-month period in
2007. As noted above, we did not ship any signiieGanount of concentrate in the first quarter d&0as we believe National Beverage had
sufficient concentrate inventory for current orders

288-ounce equivalent case sales by Jones Soda

Three months ended March 31,

2008 2007 Change
Finished products case sales to DTR and DSD chs 782,00( 598,00( 30.8%
Concentrate case sales to National Beve 35,000 1,124,001 -96.%
28¢E-ounce equivalent case sales by National Bevera
Jones branded finished products case sales byrdhB@veragt 222,00( 84,00( 164%

Gross Profit

Three months ended March 31,

(Dollarsin Thousands) 2008 2007 Change
Gross profi $1,922 $3,51i -45.%%
Percentage of Reven 20.4% 38.%

For the threanonth period ended March 31, 2008, gross profiteksed by approximately $1,595,000, or 45.3%, theeapproximatel
$3,517,000 in gross profit for the three-month pended March 31, 2007. For the three-month penattd March 31, 2008, gross profit as
a percentage of revenue decreased to 20.4% fra3@a3fr the comparable period in 2007. The decreageoss profit for the quarter was
primarily attributable to additional provisions @bproximately $576,000 related to raw material famdhed goods discontinued due to
package changes, increased freight and raw matsigale costs incurred due to the shutdown of alrdbis co-packer and increased
promotional allowances recorded in the quarterissudsed above.

Gross profit for the first quarter of 2007 includgdnificantly more sales of concentrate compaceithé¢ first quarter of 2008, which
positively impacted the 2007 gross margin.

Licensing Revenue

Three months ended March 31,
(Dollarsin Thousands) 2008 2007 Change
Licensing revenu $ 51 $ 14¢ -65.4%

For the three-month period ended March 31, 2008eaweived royalty payments of approximately $51,@@0narily due to our
exclusive licensing arrangements with Big Sky Bsafat Jones Soda Flavor Booster Hard Candy, a dseref 65% compared to $146,000
earned in the same period of 2007. In contrasth@icomparable periods in 2007, licensing revexise included the remaining royalty
payments on the sale of 12-ounce cans pursuantrtexglusive licensing arrangement with Target @aaion which ended December 31,
2006.
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Total Operating Expenses

Three months ended March 31,

(Dollarsin Thousands) 2008 2007 Change
Promotion and sellin $ 3,00z $2,35¢ 27.%%
General and administrati $2,86( $1,73¢2 65.1%
Total operating expens $ 5,862 $4,091 43.2%
Percentage of reveni 62.2% 44.5%

Total operating expenses for the threenth period ended March 31, 2008 were approxim&®/862,000, an increase of $1,771,00(
43.3%, over operating expenses of approximatel§4000 for the three-month period ended Marct280y.

For the three-month period ended March 31, 20Q8| gperating expenses as a percentage of reveoreased to 62.3% from 44.5%
over the comparable period in 2007. The increasetat operating expenses was primarily attribugablan increase in costs related to
employee salaries, marketing expenses, stock-lmsedensation expenses, and legal and audit fees.

Changes in promotion and general and administratkpenses are explained in greater detail below.

Promotion and Selling Expenses

Three months ended March 31,

(Dollarsin Thousands) 2008 2007 Change
Promotion and sellin $ 3,00z $ 2,35¢ 27.%%
Percentage of reveni 31.% 25. %

Promotion and selling expenses for the three maaitded March 31, 2008 were approximately $3,002r6pfesenting an increase of
$643,000 over promotion and selling expenses ofcequpately $2,359,000 for the three-month periodeghMarch 31, 2007. Promotion and
selling expenses as a percentage of revenue iectéa81.9% for the three-month period ended M&dcH008 from 25.7% over the
comparable period in 2007. The increase in totaimtion expenses was primarily attributable torameaase in costs related to sales salaries,
marketing expenses and stock-based compensatiemse® Sales salaries during the thmesths ended March 31, 2008 included salarie
our Senior Executive Vice-President of Sales, \Reesident Sales —West, and Vice-President-SoutHawesthich we had no comparable
expenses in the same period in the prior year.

At March 31, 2008, we had 40 employees in salesnaautketing compared to 45 such employees at MatcR@07. Although our

number of sales and marketing employees decreasedales salaries for the period increased dtlestoew vice-president level positions
mentioned above.

General and Administrative Expenses

Three months ended March 31,

(Dollarsin Thousands) 2008 2007 Change
General and administratiy $ 2,86( $1,732 65.1%
Percentage of reveni 30.4% 18.8%

General and administrative expenses for the threetimperiod ended March 31, 2008 were approxim&i2|§60,000, representing an
increase of $1,128,000, or 65.1%, compared to appedely $1,732,000 for the three-month period ehliarch 31, 2007. General and
administrative expenses as a percentage of reveartgased to 30.4% for the three months ended Mat¢cR008 from 18.8% for the
comparable period in 2007. The increase in gererdladministrative expenses was due to an inciedsgal fees (primarily related to our
ongoing securities litigation and to executive sition matters), audit fees, administrative sataged benefits (due primarily to additional
compensation paid to our Chairman of the Boardlatedim Chief Executive Officer, the addition ofro@hief Operating Officer and
increased headcount in the Operations and Finaggartnents) and stock-based compensation.

Interest/Other income, net

For the three-month period ended March 31, 20Q8rést/other income (loss) was approximately $1F @bmpared to interest/other
income of approximately $441,000 in same periodldA7. The decrease in interest income/other inomatedue to increased translation loss
as well as decreased interest income due to lavetd of cash and short-term investments.
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Income taxes

Provision for income taxes was approximately $10@.for the three months ended March 31, 2008 coedjpar $45,000 for the three
months ended March 31, 2007.

The tax provision for the three months ended M&Lh2008 relates to the tax provision on the incénm our Canadian operations.
No recovery of taxes is recorded for the loss inldis. operations as we have recorded a full vednatllowance on our U.S. net deferred
assets.

Our effective tax rate is based on recurring fagtorcluding the forecasted mix of income beforeeain various jurisdictions, estima
permanent differences and the recording of a fillation allowance on our U.S. net deferred tartass

Net Income (loss)

Net Income (loss) for the three months ended M&dc2008 and 2007 was approximately $(3,853,000)%&8,000 respectively. Net
loss for the first quarter of 2008 compared toinebme for the same three-month period of the pre@r was due primarily to increased price
promotions in the DTR and DSD channels, provisimngliscontinued inventory, increased freight cpstsreased salaries incurred in sales
and administration, increased marketing expenega] fees, audit fees and stock-based compengaists. Each of these factors is discussed
in greater detail above.

Liquidity and Capital Resources

Cash, cash-equivalents and short-term investmesits approximately $22,730,000 as of March 31, 2fi8pared to approximately
$27,793,000 as of December 31, 2007. Net cashinsgzkrating activities was approximately $4,830,84@ the three-month period ended
March 31, 2008, primarily due to our loss from @tems and an increase in working capital itemshsas inventory, accounts receivable and
prepaid expenses. The increase in inventory igalseasonal buildup of inventory. The increaser@ppid expenses is due to prepayments of
insurance, promotion expenses and prepayments ond&ponsorship Agreement with the Seattle Seabalwiesting activities provided
approximately $266,000 for the three-month periodesl March 31, 2008, primarily due to purchasehoftsterm investments. Net cash used
by financing activities was approximately $106 tioe three-month period ended March 31, 2008, andisted of the exercise of stock
options offset by repayment of capital lease oliloyes.

On August 21, 2007, we entered into a Loan Agree¢méh Key Bank National Association, providing farevolving line of credit in
principal amount of up to $15 million. This new ditefacility matures on August 21, 2009. The crdddility is not subject to any borrowing
base computations or limitations, but does cortaitain financial covenants that the Company mesttmVe must maintain a minimum
Current Ratio (Current Assets to Current Liabititieach as defined in the Loan Agreement) of 20Q0. Also, our ratio of Total Debt to
Tangible Net Worth (each as defined in the Loane&gnent) cannot exceed 1.00 to 1.00. At our electieninterest rate on the credit facility
will be based on either (a) Key Bank’s prime raiaus 1.50% per annum, or (b) LIBOR plus 1.00% petuan. The credit facility is secured
by a grant of a first priority security interestah of our assets. Concurrently with the Loan Agnent, on August 21, 2007, we entered into a
Security Agreement in favor of Key Bank. The Loagréement and Security Agreement contain custonggogesentation and warranties,
affirmative and negative covenants and events fafulte Upon an event of default, outstanding amsuwmtder the credit facility accrue intel
at the prime rate plus 5.00%. As of the date af Report, we were in compliance with the aboverfima covenants and we had not borro
any amounts under the credit facility.

As of March 31, 2008, we had working capital of mpgmately $28,202,000 compared to working capfepproximately $31,483,0(
as of December 31, 2007. Decrease in working dapéta primarily due to cash used in operating #ativ of $4.8 million.

We expect cash flows from operations, cash, caslvalgnts, short-term investments and our revolVing of credit to provide
sufficient liquidity to meet our foreseeable casfuirements for operations, projected working eépéquirements, planned capital
expenditures, purchase obligations and slotting feeat least the next twelve months.

Accounts receivable increased from December 317 200arch 31, 2008 from approximately $4,475,00@pproximately $6,495,00
This increase was due to shipments taking platieeisecond half of the quarter. Accounts payatldeeased from December 31, 2007 to
March 31, 2008 from approximately $6,993,000 toregimately $8,817,000. This increase was primatilg to increased accruals for
purchases of inventory, freight, professional feied trade promotion expenses at March 31, 2008.

Various class action lawsuits and derivative shidtge been filed against us and certain directadlsofficers as of March 31, 2008. We
are unable to predict the outcome of these caseadierse court determination in any of these astagainst us could result in significant
liability and could have a material adverse effatiour business, results of operations or finaraadition, subject to the limits of our
insurance policies.
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Contractual Obligations and Off-Balance Sheet Arragements

Our purchase obligations as of March 31, 2008 wappgoximately $22.9 million, including approximat&1.0 million of capital
expenditure commitments relating to the purchasmefacking equipment in connection with the cosimr to pure cane sugar. These
purchase obligations include commitments undersponsorship agreements with the Seattle SeahawkiharmNew Jersey Nets, which
represent almost half of our total purchase ohibigat Our purchase obligations also include commitis under our supply agreement
relating to PHARMA GABA to purchase raw materidisaugh the end of the term of the agreement in 20l0. These committments
represent approximately 45% of our total purchdsgations. Approximately $4.6 million of our purbe obligations are due in 2008,
approximately half of which relate to the purchaS® HARMA GABA. In addition to our purchase obligats, as of March 31, 2008, we had
approximately $1.4 million of capital and operatlegse obligations. All commitments vary in termsl @ommit us to payments from 2008 to
2014.

We have no off-balance sheet arrangements.

Seasonality

As is typical in the beverage industry, our salkessgasonal. In a typical year, approximately 68%uo sales by volume occur from
April to September and approximately 40% occur fl@otober to March. As a result, our working capitajuirements and cash flow vary
substantially throughout the year. Consumer denfi@ndur products is also affected by weather comalét. Cool, wet spring or summer
weather could result in decreased sales of ourrbges and could have an adverse effect on ourtsesfubperations. Management believes
that the demand for our products will continueefiect such seasonal consumption patterns. Iniaddibur operating results are highly
dependent upon the performance of our independstnibditors and retailers, as well as competitiotthie industry and general economic
conditions.

Due to these and other factors, our results ofaijmers have fluctuated from period to period. Assult, management believes that
period-to-period comparisons of results of operetiare not necessarily meaningful and should notlied upon as any indication of future
performance. While we look to expand our distribnthetwork and increase market penetration, howsueh seasonality may not be easily
discernible from results of operations. Due tooélthe foregoing factors, our operating resulta jparticular quarter may fail to meet market
expectations.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

In the normal course of our business, our finaneialition is routinely subject to a variety of 8sK he principal market risks (i.e., the
risk of loss arising from adverse changes in mardiets and prices) to which we are exposed ar&ufitions in energy and commodity prices
affecting the cost of raw materials (including, bot limited to, increases in the price of aluminfancans, resin for PET plastic bottles, as
well as cane sugar), and the limited availabilitgertain raw materials and co-packer capacity.aiealso subject to market risks with
respect to the cost of commodities because outyatulrecover increased costs through higher pgds limited by the competitive
environment in which we operate. In addition, we subject to interest rate risk on our investmentfplio and foreign exchange risk due to
our sales and co-packing operations in Canada.ré/also subject to other risks associated wittbti@ness environment in which we
operate, including the collectability of accourdseivable and obsolescence of inventory due toggsaim market conditions or new product
initiatives. We believe that our exposure to thesies as of March 31, 2008 is not material.

We do not use derivative financial instrumentsratgct ourselves from fluctuations in interest sate foreign currency fluctuations, a
do not hedge against fluctuations in commoditygsidVe do not use hedging agreements or alternastrements to manage the risks
associated with securing sufficient ingredientsasv materials, including, but not limited to, caRET plastic bottles, glass, labels, pure cane
sugar or packaging arrangements, or protectingnagshortages of raw materials.

With respect to foreign currency risk, the functibourrency for substantially all of our operatiagsishe U.S. dollar. However, we held
aggregate cash and operating assets in Canadiansd@lued at approximately U.S. $1,221,000 ddarfch 31, 2008.

At March 31, 2008, the majority of our debt corsisof fixed rate debt under our capital leasesirguhe three months ended
March 31, 2008, we did not make any draws on aor dif credit.
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Control and Procedures

Under the supervision and with the participationh&f Company’s management, including our Interine€Bxecutive Officer and our
Chief Financial Officer, the Company has evaludtedeffectiveness of its disclosure controls artedures (as defined in Rule 13a-15(e)
under the Securities Exchange Act of 1934) as afct&1, 2008, the end of the period covered byreyert. Based upon that evaluation, our
Interim Chief Executive Officer and our Chief Firgad Officer have concluded that these disclosomrols and procedures were not
effective as of March 31, 2008. The basis for tlétermination was that, as discussed below, we id@veified a material weakness in our
internal control over financial reporting, which wiew as an integral part of our disclosure costeoid procedures. This material weakness is
briefly described below and is described in detadur Management’s Report on Internal Control Ovigancial Reporting that is included in
our Form 10-K for the year ended December 31, 2@@ich was filed with the Securities and Exchangengission on March 17, 2008. As
of March 31, 2008, we had not fully remediated thésakness.

The Remediation Plan and Changes in Internal Contrbover Financial Reporting

As discussed above, we identified the following eniat weakness in our internal control over finahceporting as of December 31,
2007: The Company has limited accounting persowithlsufficient expertise, accounting knowledge &mdhing in generally accepted
accounting principles and financial reporting regmients. Specifically, we lack sufficient persontoehnticipate, identify, resolve and review
complex accounting issues and to complete a timeligw of the financial statements. Although wedawt fully remediated this material
weakness as of March 31, 2008, we have made ahdomiinue to make, improvements to our policiescpdures, systems and staff who
have significant roles in internal control to adsiréhe internal control deficiencies identifiedusyand our independent registered public
accounting firm. We have initiated the followingwediation steps to address the material weaknessided above:

. In the first quarter of 2008, we hired a Managetefal Affairs to support all contract analysis &tC compliance filings
. We also hired in the first quarter of 2008 an eigered Manager of SEC and GAAP reporting to supaodt prepare all SEC
filings in 2008.

. We will continue to add additional accounting amdhhce staff with the commensurate knowledge, épee, and training
necessary to complement the current staff in thenitial reporting functions, in addition to thefsbared in 2007.

. In the first half of 2008, we intend to hire addital experienced accounting personnel with exmemigenerally accepted
accounting principles and regulatory financial i¢ipg requirements

. We will continue to focus on improving the skillts®f our accounting and finance staff through etioa and training

. We have previously engaged qualified professionakaltants where we did not have sufficient interasources, with
management reviewing both the inputs and outputiseo§ervices provided. We will continue to seelplaryees for our accountit
and finance staff with appropriate expertise asdecessary, will continue to engage qualifiedgssional consultants to
supplement our accounting and finance s

Except for the items noted above, there have beather changes in our internal control over finaheporting during the quarter
ended March 31, 2008 that have materially affeatedye reasonably likely to materially affect, aternal control over financial reporting.

PART Il. OTHER INFORMATION

ITEM1. LEGAL PROCEEDINGS

On September 4, 2007, a putative class action aintplas filed against us, our CEO, and our CF@énU.S. District Court for the
Western District of Washington, alleging claims ean&ection 10(b) and 20(a) of the Securities Exghakct of 1934, as amended, and Rule
10b-5 promulgated thereunder. The case is en@#@tman v. Jones Soda Company, eCalse No. 07-CV-1366-RSL, and purports to be
brought on behalf of a class of purchasers of ourrnon stock during the period March 9, 2007, to ¥gi@, 2007. Six substantially similar
complaints subsequently were filed in the sametcesome of which allege claims on behalf of a clafgsurchasers of our common stock
during the period November 1, 2006, to August 722Bome of the subsequently filed complaints addedefendants certain directors and
another officer of the Company. The complaints galheallege violations of federal securities laldgsed on, among other things, false and
misleading statements and omissions about ourdiabresults and business prospects. The complséts unspecified damages, interest,
attorneys’ fees, costs, and expenses. On Octoh@02a,
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these seven lawsuits were consolidated as a sictjtn entitledn re Jones Soda Company Securities Litigati©ase No. 07-cv-1366-RSL.
On March 5, 2008, the Court appointed Robert Bulead plaintiff in the consolidated securities&a®n May 5, 2008, lead plaintiff filed a
First Amended Consolidated Complaint, which purptotallege claims on behalf of a class of puratsasEour common stock during the
period of January 10, 2007, to May 1, 2008, agdaimsiCompany and Peter van Stolk, our former Chiefcutive Officer, former Chairman
the Board, and current director. The First Amen@edsolidated Complaint generally alleges violatiohfederal securities laws based on,
among other things, false and misleading statensrsomissions about our agreements with retadgdiogation of resources, and business
prospects. Defendantsiotion to dismiss is due on July 7, and is schettdebe fully briefed and submitted for consideratin early Octobe

In addition, on September 5, 2007, a shareholdévateve action was filed in the Superior Court #ing County, Washington,
allegedly on behalf of and for the benefit of then@pany, against certain of our current officers emdent and former directors. The case is
entittedCramer v. van Stolk, et alCase No. 07-2-29187-3 SEA CramerAction”). The Company also was named as a nomietdrdant.
Four other shareholders filed substantially similarivative actions. Two of these actions weredfilethe Superior Court for King County,
Washington. One of these two Superior Court acti@mssbeen voluntarily dismissed and the other bas bonsolidated with théramer
Action under the captiolm re Jones Soda Co. Derivative Litigatidrgad Case No. 07-2-31254-4 SEA. On April 28, 2@8intiffs in the
consolidated action filed an amended complaintdasethe same basic allegations of fact as inedergal securities class actions and
alleging, among other things, that certain of aurent and former officers and directors breacthed fiduciary duties to the Company and
were unjustly enriched in connection with the paldisclosures that are the subject of the fede@irties class actions. On May 1, 2008,
plaintiffs and defendants submitted a stipulatieaksng a stay of the proceedings in the consoliti@tamerAction pending the completion
of the briefing and adjudication of all motionsdismiss in the consolidated federal securitiesscéasion, and, on May 2, 2008, the Court
ordered such a stay.

The two remaining shareholder derivative actionsawided in the U.S. District Court for the Westddistrict of Washington. On April
10, 2008, the Court presiding over the federalvdditie cases consolidated them under the cajg@ston v. Van Stolk, et aCase No. 07-
1782RSL (“SextorAction”), and appointed Bryan P. Sexton lead pi#inthe Court also established a case schedule&shyamong other
things, sets the close of fact discovery as Jandig?909, and sets a trial date of May 4, 2009. ddtens comprising the consolidat8exton
Action are based on the same basic allegationscdfas in the securities class actions filed indt®. District Court for the Western District
Washington and th€ramerAction, filed in the Superior Court for King Countyhe actions comprising ti&extorAction allege, among
other things, that certain of our current and fardlieectors and officers breached their fiduciangiels to the Company and were unjustly
enriched in connection with the public disclosutes are the subject of the federal securitiessaasions. The complaints seek unspecified
damages, restitution, disgorgement of profits, tdplé and injunctive relief, attorneys’ fees, cpatsd expenses. Defendants in 8exton
Action have until June 9, 2008, to file any mot®o dismiss, unless a consolidated complairitad,fin which case defendants will have an
additional 60 days from the date of filing to mdeedismiss.

The CramerAction andSextonAction are derivative in nature and do not seek etary damages from the Company. However, the
Company may be required, throughout the pendentlyecéction, to advance payment of legal fees astsdncurred by the defendants and
the litigation may result in significant obligati®fior payment of defense costs and indemnificatidrich could be material.

We are unable to predict the outcome of these cAseadverse court determination in any of thes®as against us could result in
significant liability and could have a material adse effect on our business, results of operatiofisancial condition, subject to the limits of
our insurance policies.

ITEM 1A. RISK FACTORS

There have been no material changes that we ane afvfrom the risk factors set forth in Part grtt 1A in our Annual Report on Form
10-K for the year ended December 31, 2007 filedhwhie Securities and Exchange Commission on Mar¢2008.
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ITEM 6.

10.1*

10.2*

10.3*
10.4*
31.1
31.2
32.1

32.2

EXHIBITS

Separation Agreement and Release, dated Februga®p@8, by and between the Company and Peter MStalk. (Previously
filed with, and incorporated herein by referencebwhibit 10.1 to our current report on Form 8-Hed on February 20, 2008;
File No. 00(-28820)

Employment Letter, dated January 3, 2008, betwleeiCompany and Joth Ricci. (Previously filed wihd incorporated herein
by reference to, Exhibit 99.2 to our current remort~orm -K, filed January 9, 2008; File No. 0-28820)

Separation Agreement and Release, dated Februa®p@8, by and between the Company and Peter B(iihasd herewith.
Employment Letter, dated March 10, 2008, betweerGbmpany and Thomas Neill (Filed herewith.]

Section 302 Certification of CE- Stephen C. Jones, Interim Chief Executive Offi¢glel herewith.’

Section 302 Certification of CF- Hassan N. Natha, Chief Financial Officer (Fileddweith.)

Section 906 Certification of CEO - Stephen C. Jotrgsrim Chief Executive Officer of Jones Soda,(uairsuant to 18 U.S.C.
1350, as adopted pursuant to Section 906 of theaBa-Oxley Act of 2002 (Filed herewith

Section 906 Certification of CFO - Hassan N. Natbhief Financial Officer of Jones Soda Co., purstari8 U.S.C. 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002 (Filed herewith

* Management contract or compensatory plan or arraage
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

May 12, 2008

JONES SODA CO

By: /s/ Stephen C. Jon
Stephen C. Jone
Interim Chief Executive Office
(principal executive officer

By: /s/ Hassan N. Natk
Hassan N. Nath
Chief Financial Office
(principal financial and accounting office
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Exhibit 10.3

SEPARATION AGREEMENT AND RELEASE
(Peter Burns)

This separation agreement (the “Agreement”) is nedtietive this 13th day of February, 2008, by aetiveen Jones Soda Co.
(‘EMPLOYER?”) and Peter Burns (‘EMPLOYEE").

In consideration of the mutual promises contaimetthis Agreement, EMPLOYER and EMPLOYEE agree ds\i:

1. EMPLOYEE'’s employment with EMPLOYER will termiteaeffective March 31, 2008 (“Separation Date”)eTarmination will be
without cause. On the Separation Date, the EMPLOVHRpay to the EMPLOYEE all accrued compensatamnned through the Separation
Date and all accrued but unused PTO (18 days)al@sicable withholdings.

2. As a severance payment, EMPLOYER will contirupay EMPLOYEE, at the latter’s present rate of pensation (i.e., a gross
amount of $18,750.00 per month) for the time peabdpril 1, 2008 to December 31, 2008 (the “SewemPeriod”), less applicable
withholdings (the “Severance Amount.”).

a. The Severance Amount will be paid in accordavite EMPLOYER’s payroll schedule during the SevemReriod. Payment
will be by check made payable to EMPLOYEE and sefMPLOYEE's last-known address.

b. EMPLOYER does not agree to pay for EMPLOYEE'8akowance or mobile phone during the Severanc®&.eSuch
benefits are excluded from this Agreement.

c. EMPLOYER'’s obligation to pay the Severance Antdsiin lieu of, and replaces, any obligation ty gaverance under the
employment agreement between the parties datedh\24rc2007.

3. During the Severance Period, EMPLOYER will pay EMPLOYEE'S COBRA benefits. These payments walltteated as taxable
income and will not be grossed up. Health benefilisbe based on the prevailing health plan of EMIPMER.

4. On March 31, 2008, EMPLOYER will pay EMPLOYEBbanus in the amount of $112,500.00, less applicatiteholdings.

5. EMPLOYEE acknowledges that this Agreement inekidompensation and benefits he would not othefpasentitled to receive
under his employment agreement or any existing eyeg benefit plans provided by EMPLOYE



6. EMPLOYEE must submit any and all outstandingesge reports by March 31, 2008. All such reportstmamply with
EMPLOYER'’s expense policy for reimbursement to éssu

7. The parties will issue a joint press releasangigg this termination on March 31, 2008.

8. EMPLOYEE accepts the benefits contained in Algiseement in full satisfaction of all his rightscaimterests relating to his
employment with EMPLOYER and, in consideration #iere, EMPLOYEE hereby releases EMPLOYER, its iaffls and subdivisions,
successors, past and present officers, directgesits, and employees from all claims (other thamtd for the payments provided for under
this Agreement), causes of action or liabilitiasspected or unsuspected and irrespective of asgpréack of knowledge of any possible
claim or of any fact or circumstance pertaining ¢he, which EMPLOYEE may have or claim to have agaEMPLOYER arising from or
during his employment or as a result of his separdtom employment, including, but not limited teprkers’compensation claims, claims
discrimination based on age (including claims unilerfederal Age Discrimination in Employment Lawg¢e, color, national origin, sex,
marital status, sexual orientation, physical or takdisability under any federal, state, or lo@al] rule, or regulation; claims under state or
federal law governing the payment of wages; anandainder any express or implied contract. EMPLOYeEeby covenants not to assert
any such claims or causes of action. This relepphes to all claims which arose up to the datéhif Agreement. Excluded from this Release
are any claims which cannot by law be releasedaagctlaims related to the enforcement of the tesfitkis Agreement.

9. EMPLOYEE represents that he has read, considanetfully understands this Agreement and alidts, and executes it freely and
voluntarily.

10. EMPLOYEE acknowledges that:

(a) Pursuant to applicable law, he has been offgredpportunity to review a copy of this Agreemfemta period of twenty-one
(21) days (the “Review Period”);

(b) EMPLOYER advised EMPLOYEE at the beginninglad Review Period to consult with an attorney comicgr the terms and
conditions of this Agreement, including without itation the release set forth in this Agreementt an

(c) The terms and conditions of this Agreement hastebeen amended, modified, or revoked duringRieiew Period.
EMPLOYER and EMPLOYEE agree that EMPLOYEE shalldaeven (7) calendar days (the “Revocation Perifudfywing the date
on which EMPLOYEE signs this Agreement to revokeddgceptance of the Agreement and the releaserteirf this Agreement, and
this Agreement shall not become effective until Revocation Period has expired.
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11. EMPLOYEE acknowledges the Confidentiality Agremt dated April 2, 2007, between EMPLOYER AND EMIPXEE, and
hereby affirms his continuing obligations pursu@nthe terms of that agreement.

12. During the Severance Period, EMPLOYEE agreesftain from directly or indirectly soliciting th€ompany’s employee’s or
independent agent so as to induce them to leaurectimployment relationship with EMPLOYER.

13. EMPLOYEE agrees to cooperate in a reasonabimenavith EMPLOYER during the Severance Period wétpect to transitional
matters relating to EMPLOYEE's duties at the compdurthermore, EMPLOYEE agrees that during theegawe Period and thereafter,
EMPLOYEE will cooperate with EMPLOYER in connectiaith any past, present, or potential litigatiam;luding any and all class action
lawsuits against EMPLOYER; such cooperation widllirde, but not be limited to, making himself avhitato testify and preserving any and
all possible evidence in the case, such as docsnesies, and electronic materials. EMPLOYER agteesimburse EMPLOYEE for all
reasonable out of pocket reasonable expenses atesbuaiith such cooperation,

14. The parties agree that the terms and conditbttgs Agreement and the negotiations regardiigAgreement are strictly
confidential. With the exception of EMPLOYEE'S imdiate family, counsel, and financial advisors, &PLOYER’s counsel and
financial advisors or as necessary to effectuaeaeims of this Agreement, EMPLOYEE and EMPLOYEPresent that the terms and
conditions of this Agreement have not and shallb®otlisclosed, discussed, or revealed to any p#nsons, entities, or organizations, with
prior written approval. EMPLOYEE and EMPLOYER fuethagree to take all reasonable steps necessanstwe that confidentiality is
maintained by any of the individuals referencedvato whom disclosure is authorized, and agreesctept responsibility for any breach of
confidentiality by any individual to whom they disse the terms and conditions of this Agreementhidg in this paragraph or Agreement,
however, shall prevent the parties from responttran order or subpoena from an administrative e@gena court of competent jurisdiction.

15. The parties agree not to make any public seésror take any actions to disparage, place ggative light, or impair the
reputation, goodwill, or commercial interest of titber party; provided, however, that this provisghall not prevent the parties from
responding to an order or subpoena from an admatiig® agency or a court of competent jurisdiction.

16. EMPLOYEE represents that in entering into thigeement, he does not rely and has not relied apgrrepresentation or statement
made by EMPLOYER or any of its employees or ageatgerning this Agreement.
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17. EMPLOYEE represents that his rights and dutereunder are personal to him, and not assignalgthers, except by will or by the
laws of descent and distribution. EMPLOYEE représéimat he is the true party in interest and tleadis not filed any complaints, charge:
lawsuits against EMPLOYER and agrees that he wilido so at any time hereafter relating to or aggiut of events occurring prior to the
date of this Agreement. EMPLOYER may assign itetsgunder this Agreement, along with the assumpifats obligations hereunder, in
connection with any merger or consolidation of EMDMER or any sale of all or any portion of EMPLOYERissets. All the terms and
provisions of this Agreement shall be binding upon shall inure to the benefit of and be enforaehllthe parties hereto and their respe:
successors and permitted assigns.

18. Promptly following EMPLOYEES's termination offi@loyment, EMPLOYEE shall return to EMPLOYER albperty of
EMPLOYER (in whatever medium), and all copies tloéren EMPLOYEE's possession or under his control.

19. EMPLOYEE acknowledges that any violation of tlmsolicitation provisions of this Agreement (gaephs 12 above) will cause
irreparable harm to EMPLOYER, and EMPLOYER shalkeinditled to extraordinary relief in court, inclagj, but not limited to, equitable
relief, such as injunctive relief.

20. This Agreement is intended to constitute adall final resolution of EMPLOYEE’s employment teaship with EMPLOYER.
Interpretation of this Agreement shall be under Kitagton law. If any action is necessary to enfdhmeterms of this Agreement, it shall be
brought in a court of appropriate jurisdiction imf County, Washington, and the substantially pitexgaparty shall be entitled to receive
reasonable attorneys’ fees and costs.

EMPLOYEE

/sl Peter Burn 2/15/08
Peter Burns DATE
EMPLOYER

Jones Soda Ci

/sl Scott Bedbur 2/15/08
By Scott Bedbur DATE
Its Chairmau



Exhibit 10.4

234 Ninth Avenue Nort| T 20€-624-3357
Seattle, WA F 20€-624-6857
98109 www.jonessoda.cor

March 10, 2008

Tom O'Neill
27 Ironwood
Mission Viejo, CA 92692

Re: Employment, Executive VP of Sales

Dear Tom:

| am pleased to offer you the position of Executiree President of Sales, with an effective statedf March 31, 2008This offer is subjec
to a background check as per the company policy.

As a senior executive for the company, your suciteie role of Executive Vice President of Salél lve based on your ability to lead,
inspire and develop your Jones Soda sales teamgihraccountability, discipline and achieving gnesults. You will have responsibility for
all three sales groups (CSD, DSD and DTR) the dimgraxpense budget and sales plan that coincittbseach of those teams.

We will draft and agree to a set of goals togetherthey will include reference to the followingu@lity of our people; execution of business
plan initiatives; structured planning for your teamstore execution and appropriate measuremspgsxific volume, revenue and profit
targets; achievement of customer goals; achieveofgrbfessional, world class respect from our eomrs, distributors and suppliers; and
creating the world’s most creative, innovative parfance oriented structure. The EVP of Sales posibes not require you to move your
family to Seattle, however it is expected that goe in Seattle a minimum of 1 week per month &siihportant that we develop a cross
functional, team oriented approach to our business.

Your compensation will be as follows:

Salary: $220,000.00 per annu

Review Period: There will be a review after the first three montfigour employment with quarterly reviews
thereafter

Bonus: Bonuses are set annually and follow the corporateib plan. Annual bonus for your position is

set at 50% of base salary with the achievemen00%dof plan. There is an opportunity to achi
additional dollars based on incremental achieveroéptan. The agreed bonus plan is subject to
final approval by the compensation commit!

Your bonus will be prorated for 2008 based on Hate.

Car Allowance: $750/month plus Gas Expense for Company Busi
Cell Phone Allowance $150/montt
Benefits: Medical, Dental, Vision, R;

Jones Soda Co. offers a very competitive healtd gkan for you and your family. You will be
eligible for the plan the 1st of the month followiB0 days of employment. Jones Soda will pay
for your Cobra during the 90 day period leadingagour participation in the company health
care plan



401(k) Eligible for the Compar’s 401(k) plan after 90 days of employm
Vacation: 4 weeks per annu

Stock Options: 40,000 stock options or a combination of stock tgéstock grants have a different valuation as
determined by GAAP and such the amounts grantetbaes) to be offered by the company in 30
days from the signing of the offer letter by bo#rtfes. All options are subject to the company
stock option plan as filed with the Securities &xdhange Commission. You will receive 40,000
stock options and or stock grants annually set imitBO days of the anniversary date of your
employment with the Company or in accordance withgetting of options as set by the comp:

Severance: The Company realizes there may be issues out afgantrol related to company ownership. If
during the time period of acceptance of offer argt bfficial day of employment the company is
sold and there will be a long term change of cdritr® company is prepared to offer you a six (6)
month severance and payment of Cobra for you andfamnily for that period

The Company realizes that there may be issuesithaiut of your control regarding the reporting
structure. Therefore the company is prepared t&r @ffsix (6) month severance. The severance
requires a minimum of ninety (90) days of employimend or a change in the current reporting
structure. In addition the company is preparedfer the following severance after 12 months of
employment

In the event of a change of control during anygeof your employmen

i)12 months salary and a target bonus (paid pronpth lump sum
i) Continuation of benefits for EVP and family f&a2 months
iif) 100% of your outstanding Stock options and tReted stock grants will vest immediate

No severance or vesting will be provided if you emeninated for cause. Cause is definec

i) conviction of any felony or of a misdemean

ii)Breach of Jones Soda’s Code of Ethics or Insidading Policy or Jones Regulation FD
policies, as now in effect or as modified in thaufe;

iii) Attempt to obstruct or failure to cooperatetivany investigation authorized by Jones Soda or
any governmental or seregulatory entity

You will be required, as a condition of your emptognt with Jones Soda Co., to sign the company’di@emtiality Agreement. By signing
this letter, you represent that you are under ariraotual commitments inconsistent with your oliigias to Jones Soda Co. You will also be
required to sign, promote and enforce our CodeasfdDct.

You are expected to abide by the Jones Soda emgplwmedbook and policies during your term of empleghwith Jones Sod



I look forward to having you on board as my leagfethe Sales Team and leading Jones Soda to rebiarkaccess.
If you have any questions please give me a cglbat convenience.

If you are in agreement with the above, pleaseicuoriielow.

Sincerely, Confirmed and agree:
Jones Soda Ci

Per:

/s/ Joth Ricc /s/ Tom C Neill

Joth Ricci Per

Chief Operating Office Tom C'Neill

Finance Approva
CFO: Date:
/s/ Hassan N. Natt 4/7/0¢



EXHIBIT 31.1
CERTIFICATION
I, Stephen C. Jones, certify that:

1. | have reviewed this quarterly report on FormQ0f Jones Soda Co.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

b. Designed such internal control over financigloiting, or caused such internal control over fahreporting to be designed under
our supervision, to provide reasonable assuramading the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in the tegig's internal control over financial reportirttat occurred during the registranthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tregistrant’s internal control over financial
reporting; and

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invalvaeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Dated as of May 12, 2008.

/sl Stephen C. Jon
Stephen C. Jone
Interim Chief Executive Office




EXHIBIT 31.2

CERTIFICATION
I, Hassan N. Natha, certify that:

1. I have reviewed this quarterly report on Forra0f Jones Soda Co.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedoreaused such disclosure controls and procedaites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

b. Designed such internal control over financigloiting, or caused such internal control over fahreporting to be designed under
our supervision, to provide reasonable assuramading the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in the tegig's internal control over financial reportirttat occurred during the registranthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tregistrant’s internal control over financial
reporting; and

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

a. All significant deficiencies and material weagses in the design or operation of internal coravelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that invalvaeanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Dated as of May 12, 2008

/s/ Hassan N. Natt
Hassan N. Natha
Chief Financial Officel




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Joned&@Go. (the “Company”) on Form XD-for the fiscal quarter ended March 31, 2008 lasl
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Stephen C. Jonegrim Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135QGdispted pursuant to Section 906 of the Sarbanesy@dt of 2002, that, to the best of my
knowledge and belief:

1. the Report fully complies with the requiremesttSection 13(a) or 15(d) of the Securities ExcleaAgt of 1934 (15 U.S.C. 78m or 780(c
and

2. the information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

/sl Stephen C. Jon May 12, 2008
Stephen C. Jones
Interim Chief Executive Office




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Joned&@Go. (the “Company”) on Form XD-for the fiscal quarter ended March 31, 2008 lasl
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Hassan N. Nathae€hinancial Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley ARO6R, that, to the best of my knowledge

and belief:

1. the Report fully complies with the requiremesttSection 13(a) or 15(d) of the Securities ExcleaAgt of 1934 (15 U.S.C. 78m or 780(c
and

2. the information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

/sl Hassan N. NatF May 12, 2008
Hassan N. Natha
Chief Financial Officel






