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XI QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
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been subject to such filing requirements for thet 88 days. YesXl No O
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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 incorpofayagéference herein contain a number of forwarddlog 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, includirgesinents that address operating
performance, events or developments that manageswpatts or anticipates will or may occur in thiifa, including statements related to
distributor channels, volume growth, revenues, ifability, new products, adequacy of funds from i@piens, statements expressing general
optimism about future operating results and notehisal information, are forward looking statementsparticular, words such as “believe,”
“expect,” “intend,” “anticipate,” “estimate,” “may;'will,” “should,” “plan,” “predict,” “could,” “fu ture,” “stock,” “target,” variations of such
words, and similar expressions identify forwardKimg statements, but are not the exclusive meaideotifying such statements and their
absence does not mean that the statement is merfiiooking.

Readers should not place undue reliance on thesarfd-looking statements, which are based on manages current expectations &
projections about future events, are not guarargkigure performance, are subject to risks, utateties and assumptions and apply only as
of the date of this Report. Our actual resultsfggarance or achievements could differ materialbnirhistorical results as well as 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 carbtathsoft drink (CSD) strategy, on which our bustpkn and future growth are
dependent to a significant exte

. The inability of our exclusive manufacturer andudisitor (National Beverage Corp.) of Jones Sodaiee and 12-ounce cans
and 1-liter PET bottles and Jones Energy in 16-ewans in the grocery and mass merchant chanpertorm adequately, which
would impair our ability to gain market acceptaitéhe 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 é&v and to predict the timing and amount of oues;

. Our inability to establish and maintain distributtiarrangements directly with retailers and natigatdil 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 inability to realize the benefits expected freamious trade promotion and marketing expenditt

. 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 andlatbdity of raw materials
. Our inability to source our flavors on acceptalelerts from our key flavor supplier

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

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

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

. Litigation or legal proceedings (including pendsegurities class actions), which could expose wigtuificant 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 meet the covenants of our baniditrénes;
. Our inability to comply with the many regulatiorswhich our business is subject; ¢

. Our inability to compete successfully against mlacger, well-funded established companies currelgrating 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 revietvcamsider the various disclosures made by ussrRbport 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 revagy forward-looking statements, whether as dtrebnew information, future events or
otherwise.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

JONES SODA CO. AND SUBSIDIARIES

Consolidated Balance Sheets

June 30, 2008 with comparative figures for Decen®ier2007

Assets
Current asset:
Cash and cash equivalel
Shor-term investment
Total cash and she«term investment
Accounts receivabl
Taxes 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: 26,354,313 common shad@3 — 26,251,183

Additional paic-in capital
Accumulated other comprehensive inca
Deficit

See accompanying notes to interim consolidatedh&izd statements.

June 30, December 31,
2008 2007
(Unaudited)
$12,275,22 $17,857,80
7,477,82! 9,935,401
19,753,04 27,793,20
7,106,97. 4,474,55!
98,68: —
8,135,97! 5,745,88!
1,377,45 822,62(
36,472,13 38,836,27
117,85( 117,85(
1,237,24: 1,078,911
1,306,64. 1,418,511
156,01! 173,04(
$39,289,88  $41,624,59
$10,841,36 $ 6,993,222
147,20: 156,84"
— 203,37
10,988,56 7,353,45:
399,14 474,22¢
314,92( —
714,06 474,22
43,956,47 43,855,92
4,288,93I 3,990,71.
107,45 129,47:
(20,765,60) (14,179,19)
27,587,26 33,796,91
$ 39,289,88 $41,624,59
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JONES SODA CO. AND SUBSIDIARIES

Consolidated Statements of Operations
(Unaudited)
Three months and six months ended June 30, 2003G0W

Three Months Ended June 30

Six Months Ended June 30

2008 2007 2008 2007
Revenue $11,699,45 $13,012,47 $21,102,96 $22,200,51
Cost of goods sol 8,718,89! 8,563,34. 16,199,92 14,235,22
Gross profit 2,980,56: 4,449,13 4,903,03! 7,965,29:
Licensing revenu 58,00 47,79 108,50: 193,74:
3,038,56! 4,496,92 5,011,53 8,159,03
Operating expenses (1
Promotion and sellin 3,481,61 3,474,14. 6,483,39! 5,832,86:
General and administrati\ 2,227,13l 1,526,63 5,087,22! 3,257,80:
5,708,74 5,000,78! 11,570,62 9,090,67.
Loss before interest income and income t: (2,670,18) (503,85)  (6,559,09) (931,63)
Interest\other income, ne 87,40: 416,26! 234,83 857,35t
Loss before income te (2,582,781 (87,584  (6,324,25) (74,287
Income tax benefit (expense) (note
Current (150,274 (150,58 (262,16 (146,86()
Deferred — 278,89 — 320,18
(150,27Y 128,31( (262,167 173,32(
Earnings (loss) for the peric $(2,733,05) $ 40,72t $(6,586,41) $  99,03¢
Earnings (loss) per share, ba $ 0.10) $ 0.0C $ (0.2 $ 0.0C
Earnings (loss) per share, dilut $ (0.10) $ 0.0C $ (0.25) $ 0.0C
Weighted average number of common st
Basic 26,347,95 25,771,97 26,306,80 25,782,27
Diluted 26,347,95 26,385,73  26,306,80 26,311,61
(1) Includes nc-cash stoc-based compensation as follows (note
Promotion and sellin $ (29,63) $ 131,080 $ 116,65¢ $ 199,08t
General and administratiy $ (55,769 $ 194,33: $ 21323! $ 334,23

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

Consolidated Statements of Shareholders’ Equity@Gomprehensive Loss

Six months ended June 30, 2008 (Unaudited)
Year ended December 31, 2007

Common
Stock
Number

Additional
Comprehensive
Paid-in

Amount Capital

Accumulated
Other
Income (Loss

Shareholders’
Deficit

Total
Equity

Balance, December 31, 20
Proceeds from employee equity incentive pl 613,69:
Stocl-based compensatic —
Exercise of stock optior —
Loss for the yea —
Other comprehensive income, realized losses on

available-for-sale short-term investments

reclassed to incorr —
Other comprehensive income, unrealized gait

available-for-sale sho-term investment —
Comprehensive loss for the ye —

25,637,49 $41,890,77 $ 2,832,86!

1,604,19; —
— 1,518,80!
360,95¢ (360,959

$ 96,01¢

11,73¢

21,71¢

$(2,550,16¢

(11,629,02)

$ 42,269,49
1,604,19.
1,518,80!

(11,595,57)

Balance, December 31, 20 26,251,18
Proceeds from employee equity incentive pl 103,13(
Exercise of stock optior —
Stocl-based compensatic —
Loss for the perio —
Other comprehensive losses, unrealized losses on

available-for-sale sho-term investment —
Other comprehensive income, realized gains

available-for-sale short-term investments

reclassed to incorr —
Comprehensive loss for the peri

4385592  3,990,71
68,87¢ —
31,66¢ (31,66¢)

— 329,89

129,47:

(295)

(21,719

(14,179,19)

(6,586,41)

33,796,91
68,87¢

329,89

(6,608,42)

Balance, June 30, 20(

26,354,31 $43,956,47 $ 4,288,93!

$ 107,45

$ (20,765,60)

$ 27,587,26

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

Consolidated Statements of Cash Flows
(Unaudited)
Six months ended June 30, 2008 and 2007

Cash flows from (used in) operating activiti
Earnings (loss) for the peric
Items not involving cast
Depreciation and amortizatic
Deferred income ta
Stock compensation exper
Changes in assets and liabiliti
Accounts receivabl
Taxes receivabl
Inventory
Prepaid expenst
Taxes payabl
Accounts payable and accrued liabilit
Long term liabilities— other
Net cash (used in) operating activit
Cash flows from (used in) investing activitit
Purchase of capital assi
Purchase of other ass:
Sales of sho-term investmen-net

Net cash from investing activitie
Cash flows from (used in) financing activiti¢

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

Supplemental disclosure of r-cash financing activities
Assets acquired under capital le

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

Six Months Ended June 30,

2008 2007
$(6,586,41) $  99,03¢
324,65t 288,72
— (320,18()
329,89 533,31
(2,632,41)  1,078,96.
(98,687) —
(2,390,09) (2,082,361
(554,83)  (1,214,26)
(203,379 (147,13)
3,813,98. 1,299,40
277,92 —
(7,719,35) (464,48)
(228,62f) (278,05()
(54,317) —
2,435,55' 938,77
2,152,62; 660,71
(84,725 (44,829
68,87¢ 1,109,99.
(15,846  1,065,16
(5582,58)  1,261,40.
17,857,80  13,905,87
$12,275,22  $15,167,27
$ — $ 67273
$ (294,13) $ (813,04(
$ 32689 $ 28840

See accompanying notes to interim consolidatedh&izd statements.

8
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JONES SODA CO. AND SUBSIDIARIES
Notes to Interim Consolidated Financial Statements
Six months ended June 30, 2008 and 2007 (Unaudited)

1.

Nature and continuance of operations

Jones Soda Co. develops, produces, markets, lganskdistributes premium beverages and relatatlipte. Our primary product lines
include the brands Jones Pure Cane Sodad'hremium soda; Jones 24C™, an enhanced waterag®; Jones Organics™, a ready to
drink organic tea; Jones Energy™, a high energykdiVhoopAss Energy DrinR, a high energy drink; and Jones Natufala non-
carbonated juice and tea drink. We are a Washinggooration and our corporate offices are locate?234 9" Avenue North, Seattle,
Washington. We have three operating subsidiar@®slSoda Co. (USA) Inc., Jones Soda (Canada)imd.myjones.com, Inc., as well
as one non-operating subsidiary, Whoopass USA Inc.

Significant accounting policies:

(@)

(b)

(©

(d)

Basis of presentatiol

These unaudited interim consolidated financiakestents have been prepared using generally accaptednting principles in the
United States of America (“GAAP”) and United Stafescurities and Exchange Commission (“SEC”) rutes r@gulations
applicable to interim financial reporting. The acgmanying unaudited interim consolidated financiateaments are prepared in
accordance with GAAP but do not include all infotina 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 Hievant periods have been made. Results for teanmperiod 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 accountiagjcies and the notes to the consolidated findisté&ements 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.

Use of estimates

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, depadte lives of capital assets,
prepaid assets, other assets and intangible agaktation allowances for receivables, trade praomst stock-based compensation
expense, income taxes, valuation allowances farded income tax assets and contingencies. Aatsalts could differ from

those estimates.

Seasonality

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

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 wasnetjto be applied for fiscal years beginning aNevember 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.
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Effective January 1, 2008 we adopted SFAS No. Ifled “The Fair Value Option for Financial Assetisd Financial
Liabilities—Including an amendment of FASB Statemidn. 115" (“FAS No. 159")FAS No. 159 permits companies to choos
measure many financial instruments and certainrdths at fair value that are not currently regdito be measured at fair value
and establishes presentation and disclosure reneires. Unrealized gains and losses on items fochwthie fair value option has
been elected will be reported in earnings. FAS M. is effective for fiscal years beginning aftevidmber 15, 2007. The
adoption of FAS No. 159 had no significant impattonr consolidated financial statements.

In December 2007, the FASB ratified the EITF's Garsus for Issue No. 07-1, “Accounting for Collaliwe

Arrangements” (“EITF 07-1"), which defines collaltive arrangements and establishes reporting rmgeints for transactions
between participants in a collaborative arrangeraadtbetween participants in the arrangement drdighrties. EITF 07-1 will
become effective beginning with our first quarte2809. We are currently evaluating the impachny, of this standard on our
Consolidated Financial Statements.

In May 2008, the FASB issued SFAS No. 162, “Thergfiehy of General Accepted Accounting Principléhis statement
documents the hierarchy of the various sourcesaunting principles and the framework for selegtine principles used in
preparing financial statements. This statement fleagffective 60 days following the Securities &ahange Commission’s
approval of the Public Company Accounting Oversigbard amendments to AU Section 411, The Meanirigre$ent Fairly in
Conformity With Generally Accepted Accounting Pijples. SFAS No. 162 will not have a material impaictour 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 estihmeet 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 recordiragiditional provisions for obsolete inventory. ¥igions for obsolete inventory are
recorded as cost of goods sold.

December 31

June 30,
2008 2007
Finished good $6,227,14;  $3,797,88
Raw material 1,908,83 1,948,00.

$8,135,97'  $5,745,88!

4. Segmented information and export sales

We operate in one industry segment, with operatiturgng the first six months of 2008 primarily met United States and Canada.
During the six-month period ended June 30, 2008ssa the United States were approximately $17,21 (2007—%9,395,000), sals
in Canada were approximately $3,148,000 (2007—$2(8®), and sales to other countries totaled apmabely $245,000 (2007—
$274,000). Sales have been assigned to geograjglaitdns based on the location of customers.

During the six-month period ended June 30, 200&mrees from one customer represented $4,691,000 2&2,502,000) of the total
revenue.

5. Long term liabilities:

Long term liabilities include certain amounts rethto our sponsorship agreement with the Seatdb&weks, non-identifiable benefits
and deferred gains on the sale and leasebacktafrcequipment.

Sponsorship agreement with the Seattle Seah $277,92:
Deferred gain of sale/leaseback of equipn 36,99¢
$314,92(

10
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6. Earnings per share:

The computation for basic and diluted earningsspare is as follows:

Earnings (loss) for the peric

Weighted average number of common stock outstan

Basic
Dilutive stock option:
Diluted

Earnings (loss) per shal
Basic
Diluted

Three Months Ended June 30,

Six Months Ended June 30,

2008 2007

2008 2007

$(2,733,05) $  40,72¢

26,347,95 25,771,97
— 613,76:

$(6,586,41) $  99,03¢

26,306,80 25,782,27
— 529,33¢

26,347,95 26,385,73

$ (010 $ 0.0C
$ (010 $ 0.0C

26,306,80 26,311,61

$ (029 $ 0.0C
$ 0.25 $ 0.0C

As of June 30, 2008, due to the net loss for ti@eall outstanding equity options are anti-diveti

Shareholders’ equity:

In 1996, we adopted a stock option plan (the 1986)Rhat provides for the issuance of incentived 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 thereunder. There are no options odisguinder the 1996 plan. On May 31, 2007, at tireual shareholders meeting, the
shareholders approved another amendment to thePia82o permit awards of restricted stock grantsthe 2002 Plan was renamed to
the “2002 Stock Option and Restricted 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 graotsest 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 generallyéha five- or ten-year term.

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

Outstanding Options

Average
Number of Exercise
Shares Price
Balance at December 31, 2C 1,424,02! $ 4.0F
Options grante: 339,50( 19.1¢
Options exercise (613,69)) (2.67)
Options cancelle (77,097 (14.60
Balance at December 31, 2C 1,072,73 8.91
Options grante: 658,25( 3.45
Options exercise (87,500 2.4¢
Options cancelle (168,73) 11.7¢
Balance at June 30, 20 1,474,74 $ 6.4¢
Exercisable, June 30, 20 744,34:. $ 6.5¢€

11
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The following table summarizes information abowicktoptions outstanding and exercisable under tmeksncentive plans at June 30,

2008:

Weighted Weighted
average Weighted average Weighted

remaining remaining
contractual  Average contractual average
Number exercise Number exercise

outstanding life (years) price exercisable  life (years) price

$1.10 to $2.9¢ 97,00( 0.5z $ 2.1t 97,00( 0.5z $ 2.1t
$3.00 to $4.0( 754,50! 6.8¢ 3.44 202,50( 6.8¢ 3.9¢
$4.01 to $5.0: 2,00( 2.11 5.01 2,00( 2.11 5.01
$5.02 to $9.3: 416,00( 3.27 7.1: 375,27 3.27 6.95
$9.35 to $22.9! 205,24 3.8t 18.4¢ 67,57 3.8t 18.51
1,474,74 5.0z $ 6.4¢ 744,34 3.9t $ 6.5¢

The total intrinsic value for options exercisedidgrthe three and six months ended June 30, 2088Wh6,798 and $126,705,
respectively. The total intrinsic value for optiomeercised during the three and six months endee 30, 2007 was $7,465,000 and

$9,325,000, respectively.

The aggregate intrinsic value of options outstagdinJune 30, 2008 was $116,990 and for optionTsable was $103,790.
During the six-month period ended June 30, 2008nadifications were made to outstanding stock aygti@nd there were no stock-

based compensation costs capitalized as part aioteof any asset.
(b) Restricted stock award

During the six months ended June 30, 2008, thedoaDirectors granted 66,850 shares of restristedk to certain employees and
directors under our revised 2002 Stock Option aestifitted Stock Plan, which was approved by ouredtaders in May 2007. No

monetary payment is required from the employeeadirectors upon receipt of the restricted stock awafhe shares of restricted stock
vest over a period of forty-two months in equal amts every six months. At June 30, 2008, the wsttistock had an aggregate

intrinsic value of approximately $1,540.
A summary of our restricted stock activity is abdws:

Unvested restricted stock at December 31, 2
Granted

Vested

Stock Cancelle

Balance at June 30, 20

(©

Stocl-based compensation expen

Weighted-
Weighted- Average
Restricted Grant Date Contractual
Shares Fair Value Life
129,50( $ 10.11 2.86 yr
66,85( 3.2¢4
(15,829 10.1( -
(56,426 9.1z —
124,09! $ 6.8 2.86 yr

We account for stock-based compensation in accoedaith Financial Accounting Standards Board (“FAgBtatement No. 123(R),
Share-Based PaymeftFAS 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 eoragtion expense by type of awards:

Stock options
Restricted stoc

12

Six Months Ended

June 30,
2008 2007
$ 363,59 $ 533,31¢
(33,709 —
$329,89: $533,31!
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Shares of restricted stock are valued at the glaiet market price of the underlying securities, #nr@dcompensation expense is
recognized on a straight-line basis over the fostg-month vesting period based on the estimatedoenmf awards expected to vest.

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optidcirg model employing the
following key assumptions. Expected stock priceatitties are based upon the historical volatibfyour daily stock closing prices over
a period equal to the expected life of each opgi@mt. 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 opdrased on historical employee
stock option exercise behavior, the vesting terfrith@respective option and a contractual lifeieé to ten years. Our stock price
volatility and option lives involve management’'sbestimates at that time, and both of these nsdtripact the fair value of the option
calculated under the Black-Scholes methodology altichately, the expense that will be recognizedrahe requisite service period.

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

Three months Six months
ended June 30, ended June 30,
2008 2007 2008 2007

Expected dividend yiel — — — —
Expected stock price volatilil 71.4% 55.(% 71.1% 55.(%
Risk-free interest rat 3.4% 4.% 2.7% 4.9%
Expected term (in year 4.t 2.7¢ 4.t 2.7¢
Weightec-average grant date f-value $1.81 $4.8¢ $1.97 $4.8¢

SFAS 123R also requires that we recognize compiensatpense for only the portion of stock optionsestricted stock that is expec
to vest. Therefore, we apply estimated forfeitates that are derived from historical employee ilesition behavior. If the actual
number of forfeitures differs from those estimabgdnanagement, additional adjustments to stockebagmpensation expense may be
required in future periods. During the quarter ehdiene 30, 2008, as a result of the departurertdineemployees and directors, we
increased our estimated forfeiture rate from 11% tange of 13% -60% on outstanding stock optiomsrastricted stock. We also
cancelled 12,857 unvested shares of restricted stioane of our directors. The cumulative impactto$ forfeiture rate re-estimate and
cancellation of restricted stock was a reductiosto€k based compensation expense of approxim®4&lg,000, which was recognized
in the quarter ended June 30, 2008. At June 3,286 unrecognized compensation expense reladdk options and unvested
restricted stock was $2,655,000 and $984,000, ctispsy/, which are to be recognized over weightgdrage periods of 3.03 years and
2.86 years, 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 incladkd financial statements which
differ from our tax returns.

The determination of our provision of income taaesd 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. We analyze theatian allowances on our deferred taxes on a quptiasis.

During the fourth quarter of fiscal 2007, we recagd a full valuation allowance against our net.W4i&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 half of 2008 and insezhour cumulative losses in our U.S. operatiosssu#ch, we reasonably expect to
continue to record a full valuation allowance om future U.S. deferred tax assets until we sustaiappropriate level of taxable inco
through U.S. operations and tax planning stratefesvaluation allowance was recorded for the defetax assets recorded in the
Canadian subsidiary, as this subsidiary remainfitaite.

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 comsaéd financial statements. At June 30, 2008 are¢@Dber 31, 2007, we had no
unrecognized tax benefits that, if recognized, Waffect our effective income tax rate over thetdgxmonths.
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The current and deferred tax provision rates aletzed at the effective federal statutory raagjrg into consideration expected
permanent differences, state income taxes, alteenatinimum taxes and the recording of valuatidovaances.

A portion of our outstanding stock options quabfyincentive stock options (ISO) for income taxgmses. As such, a tax benefit is not
recorded at the time the compensation cost retattite options is recorded for book purpose dubédact that an ISO does not
ordinarily result in a tax benefit unless thera gisqualifying disposition. Stock option grantsnoh-qualified options result in the
creation of a deferred tax asset, which is a teanpatifference, until the option is exercised. Doi¢he treatment of incentive stock
options for tax purposes, our effective tax raterduany quarter is subject to variability.

As of June 30, 2008, we are evaluating the dedilittibf stock option expenses not included in poasly filed tax returns. To the
extent these unrecognized potential tax benefitg Imeaultimately recognized, they will impact théeetive tax rate in a future period.

9. Commitments and contingencie:
Commitments

Payments Due By Period

Less thar More Than 5
Years Years
(Dallarsin Thousands) Total 1 Year 2-3 4-5 Years
Purchase Obligatior $23,22: $4,97: $11,95¢ $4,227 $ 2,06/

During the six months ended June 30, 2008 we hatditments aggregating approximately $23,223,00Ckhépresent commitments
made by us to various suppliers of raw materiatsfanished goods, commitments to co-packers fodpation equipment and
commitments under our Sponsorship Agreements WilSeattle Seahawks and the New Jersey Nets iamgetor exclusive beverage
rights for certain soft drinks at Qwest Field ahd proposed new arena in Brooklyn, New York, ad asgbkignage, advertising and other
promotional benefits to enhance our brand awarefié®&se obligations vary in terms.

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 an&ection 10(b) and 20(a) of the Securities Exghakct of 1934, as amended, and
Rule 10b-5 promulgated thereunder. The case iezh®altzman v. Jones Soda Company, et al., Cas®@MNCV-1366-RSL, and
purports to be brought on behalf of a class of pasers of our common stock during the period M&2007, 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 timfa of federal securities laws
based on, among other things, false and mislealatgments and omissions about our financial ieanldl business prospects. The
complaints seek unspecified damages, interestnatie’ fees, costs, and expenses. On October 28, Bfese seven lawsuits were
consolidated as a single action entitled In re S@wmda Company Securities Litigation, Case No.\0I366-RSL. On March 5, 2008,
the Court appointed Robert Burrell lead plaintifthe consolidated securities case. On May 5, 2@8ead plaintiff filed a First
Amended Consolidated Complaint, which purportsiiega claims on behalf of a class of purchaseuofcommon stock during the
period of January 10, 2007, to May 1, 2008, agdahestCompany and Peter van Stolk, our former Chiefcutive Officer, former
Chairman of the Board, and current director. ThetAmended Consolidated Complaint generally abegelations of federal securiti
laws based on, among other things, false and ndisigatatements and omissions about our agreemhtsetailers, allocation of
resources, and business prospects. Defendantafiteation to dismiss the amended complaint on Jduljhe motion is scheduled to be
fully briefed and submitted for consideration inlg@ctober.

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 thenpany, against certain of our current officers emdaent and former directors. The
case is entitled Cramer v. van Stolk, et al., Q¥4se07-2-29187-3 SEA (“Cramer Action”). The Compaalgo was named as a nominal
defendant. Four other shareholders filed substangienilar 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 Cramer Action under the caption In re 3o8eda Co. Derivative Litigation, Lead Case No20631254-4 SEA. On April 28,
2008, plaintiffs in the consolidated action filed @amended complaint based on the same basic aiegatf fact as in the federal
securities class actions and alleging, among dttiegs, that certain of our current and formerasffs and directors breached their
fiduciary duties to the Company and were unjustisiached in connection with the public disclosuresttare the subject of the federal
securities class actions. On May 2, 2008, the Czigrted a stipulation and order staying the proicgsdn the consolidated Cramer
Action until all motions to dismiss in the consaitdd federal securities class action have beemiadjied.
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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 fedeexivative cases consolidated them under thaaaexton v. Van Stolk, et al., Ce
No. 07-1782RSL (“Sexton Action”), and appointed &m/P. Sexton lead plaintiff. The Court also estdiald a case schedule, which,
among other things, sets the close of fact disgoasrJanuary 4, 2009, and sets a trial date of 1@p09. The actions comprising the
consolidated Sexton Action are based on the sasie Glegations of fact as in the securities chagons filed in the U.S. District Col
for the Western District of Washington and the Geawction, filed in the Superior Court for King Qaty. The actions comprising the
Sexton Action allege, among other things, thatagerf our current and former directors and offickereached their fiduciary duties to
the Company and were unjustly enriched in connedatiith the public disclosures that are the sulbpéthe federal securities class
actions. The complaints seek unspecified damagsstution, disgorgement of profits, equitable amjdnctive relief, attorneys’ fees,
costs, and expenses. On June 3, 2008, the paktigafjoint motion to stay the Sexton Action utll motions to dismiss in the federal
securities class action have been adjudicatedu®a 3, 2008, the Court granted the motion and dtéye Sexton action.

The Cramer Action and Sexton Action are derivaiivaature and do not seek monetary damages frof@ ¢éhgpany. 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 obliges for payment of defense costs and indemnitioatvhich could be material.

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

We are involved in various other claims and legdiloms arising in the ordinary course of busin@sduding 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 otidated financial position, results of operatiamdiquidity.

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

You should read the following discussion and ansglysconjunction with our unaudited consolidatethficial statements and related
notes included elsewhere in this Report and th& 2Q@lited consolidated financial statements an@sittiereto included in our Annual
Report on Form 1-K, which was filed with the Securities and Excla@pmmission on March 17, 2008.

This Quarterly Report on Form 10-Q and the documémtorporated herein by reference contain forwévdking statements. These
statements relate to future events or our futurarfcial performance. In some cases, you can igefaifvard-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 statetagpou should specifically consider various fastancluding the risks outlined at the
beginning of this report under “Cautionary Noticegarding 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 lawumndertake no obligation to publicly release anyisans to these forward-looking
statements that may be made to reflect eventg@rrostances after the date hereof or to reflectobeurrence of unanticipated events.

Overview

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

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

. Jones 24(™, an enhanced water bevera

. Jones Organic™, a read-to-drink organic tea

. Jones Energ™, a citrus energy drinl

. WhoopAss Energy Drirfk, a citrus energy drink; and

. Jones Natural®, a non-carbonated juice & tea.
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We currently sell and distribute our products tlgloout the United States and Canada through ouronketef 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 mg&8D) with the introduction of 12-ounce cans @fids Pure Cane Soda, which are
manufactured and distributed by National BeveraggCOn grocery and mass merchant channels in tBe plrsuant to an exclusive
agreement we entered into with National Beveradgeiptember 2006. Through this arrangement, weifgeartd secure various national and
regional retailers across the United States forpoemium carbonated 12-ounce soft drinks and 1@&®emergy drink products, and we are
responsible for all sales efforts, marketing, atisiely and promotion. Using concentrate supplieddyes, National Beverage both
manufactures and sells on an exclusive basis thatupts directly to retailers. National Beverageeigponsible for the manufacturing, delivery
and invoicing of the sales of our products in thannel.

With respect to our DSD channel, we have focusedales and marketing resources on the expansbpemetration of our products
through our independent distributor network in oare markets consisting of the Northwest, SouthwedtMidwest U.S. and Western
Canada, as well as targeted expansion into ouplrsstrated markets consisting of the NortheasSanutheast U.S. and Eastern Canada.

We launched our DTR business strategy in 2003casrplementary channel of distribution to our DSRmhel, targeting large national
retail accounts. Through these programs, we negdligectly with large national retailers, primgnremier food service-based businesses, to
carry our products, serviced through the retaileppointed distribution system. We currently haigtrithution arrangements with Barnes &
Noble, Panera Bread Company, Target CorporatiorSam's Club. Wal-Mart discontinued the sale of Jonedé&b2eounce bottles during tf
guarter ended June 30, 3008.

We are a Washington corporation formed in 2000 sigcaessor 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 caodiaind results of operations is based upon ouwsalahated financial statements,
which have been prepared in accordance with act@uptinciples generally accepted in the United&taThe preparation of these financial
statements requires us to make estimates and judgriat affect the reported amounts of assets|itias, revenues and expenses, and
related disclosure of contingent assets and ltadsliOn an on-going basis, we evaluate our estisnatluding, but not limited to, those
affecting revenues, the allowance for doubtful acts, the salability of inventory and the usefué§ of tangible and intangible assets,
valuation allowances for receivables, trade proomstj stocksased compensation expense, valuation allowanceeferred income taxes a
liabilities and contingencies. The brief discusdigfow is intended to highlight some of the judgiseand uncertainties that can impact the
application of these policies and the specificatoimounts reported on our financial statementsb¥$e our estimates on historical
experience and on various other assumptions théelieve to be reasonable under the circumstatioesesults of which form our basis for
making judgments about the carrying values of asmed liabilities that are not readily apparentrfrather sources. Actual results may differ
from these estimates under different assumptiom®ditions, or if management made different judgteer utilized different estimates.
Many of our estimates or judgments are based doipaited future events or performance, and as atefiorward-looking in nature, and are
subject to many risks and uncertainties, includivgse discussed below and elsewhere in this Reiardo not undertake any obligation to
update or revise this discussion to reflect anyriievents or circumstances.

We have identified below some of our accountingqies that we consider critical to our businessragiens and the understanding of
our results of operations. This is not a complisteof all of our accounting policies, and thereyrb@ other accounting policies that are
significant to us. For a detailed discussion onapglication of these and our other accountingcedi see Note 2 to the Consolidated
Financial Statements included in this Report ardstiimmary of accounting policies and notes toitrential statements included in our
annual report on Form 10-K for the year ended Déxer1, 2007.

Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, delivery has occurred, thesgqaice 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 industagtices, 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 bamioduct.
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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 manufactuaimdydistribution 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 Custorelgding 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 aetbasiza reduction of revenue over the term of ttemgement. Typically, we amortize
slotting fees over a period not exceeding 12 mosititgect to recoverability consideration. We evtdithe recoverability of any deferred
slotting fees on a quarterly basis.

Cash consideration and promotion allowances (inetudlotting fees) that we pay to customers orithistors are accounted for as a
reduction of revenue when expensed or amortizediirstatements of operations. For the six-montfodegnded June 30, 2008, our revenue
was reduced by approximately $3,263,000 (2007-&88), primarily on account of promotion allowancgstting fees and cash
considerations.

We entered into a Sponsorship Agreement with Fdattmathwest LLC (d/b/a Seattle Seahawks) and Rir§oal, Inc. on May 22,
2007 and with Brooklyn Arena LLC and New Jerseys\@asketball, LLC on November 8, 2007, both of whicovide us with the exclusive
beverage rights for certain soft drinks as webigaage, advertising and other promotional bentfienhance our brand awareness. We have
allocated amounts under the agreements to theifidére benefits including signage, advertising atlder promotional benefits based on t|
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, aseorded as an expense.

Allowance for Doubtful Accounts; Bad Debt Reserve

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

Additionally, if we receive notice of a disputecteévable balance, we accrue such additional amaaiate 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 testomers, but is spread among a number of custoidevgever, another factor that could
cause us to change our estimates would be a dawinttine economy that we determine has the potentatfect 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 estahabsolescence, on a first in-first out
basis. These valuations are subject to customeptarace, planned and actual product changes, defoatig 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®hge. amount and timing of write-downs for any pergmdild change if we make different
judgments or use different estimates. We also oeter whether an allowance for obsolescence is reduin products that are over 12 mo
from production date. During the six months endateJ30, 2008, we decreased inventory obsolesceneisions for discontinued raw
material and finished goods. At June 30, 2008 wkdrainventory obsolescence provision of approxatya$388,000 ($565,000 at
December 31, 2007). As of June 30, 2007, we hadvamtory obsolescence provision of $291,000.
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Deferred Income Taxes

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

During the fourth quarter of fiscal 2007, we comted that it was appropriate to record a chargg@pfaimately $5,483,000 to establ
a full valuation allowance against the tax benefiising from losses in our U.S. operations. ADetember 31, 2007, we had incurred
cumulative losses in recent years with respectitd bS. operations. We incurred additional lossesur U.S. operations during the first half
of 2008 and increased our cumulative losses irJo8r operations. In accordance with the relevaobvaeting guidance, we considered future
projections of U.S. pretax income as a materidbfain our analysis of the realizability of our n¢iS. deferred tax assets. Nonetheless, it was
difficult to overcome the cumulative losses andsthwe continue to establish a full valuation abmee against our net U.S. deferred tax
assets. This is due to the fact that the relevestiumnting guidance puts more weight on the negatiyective evidence of cumulative losse:
recent years than the positive subjective evidefideture projections of pretax income. We analijerealizability of our deferred tax assets
on a quarterly basis, but reasonably expect tamaato record a full valuation allowance on futité. tax benefits until we sustain an
appropriate level of taxable income through impb\eS. operations and tax planning strategies. 8leation allowance was recorded for
deferred tax assets recorded in the Canadian salysids this subsidiary remains profitable.

We adopted the provisions of Financial Accountimgn8ards Board Interpretation No. 48 (“FIN 48”)danuary 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 tahilities 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 six months ended June 3@ Rorsuant 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 aradrtbent of loss can be reasonably estimated. Weiaecliability and charge to operations
for estimated costs of adjudication or settlemeak @nasserted claims existing as of the balancet slate.

As of June 30, 2008, no loss contingencies have heerued for any class action or derivative latgsais we are unable to predict the
outcome of these cases. An adverse court deterioninatany of these actions against us could résugignificant liability and could have a
material adverse effect on our business, resultgefations 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 thithnd, stock-based compensation expense is reaafusing the fair-value based method
for all awards granted on or after the date of idopWe 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 diffignificantly from these estimates, our
stock-based compensation expense and results aitmpes could be materially impacted. During thamer ended June 30, 2008, as a result
of the departure of certain employees and directeesincreased our estimated forfeiture rate frd¥ 1o a range of 13%—60% on
outstanding stock options and restricted stock.al¥e cancelled 12,857 unvested shares of restrittetk of one of our directors. The
cumulative impact of this forfeiture rate re-estimand cancellation of restricted stock was a rédlnof stock based compensation expense
of approximately $456,000, which was recognizethenquarter ended June 30, 2008.

During the six months ended June 30, 2008, thedofbDirectors granted restricted stock award6®850 shares and stock option
awards for 658,250 shares under our 2002 Stoclo@ptid Restricted Stock Plan, which was approveapyhareholders 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 recognizeebg@gense over the requisite service period.
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We amortize stock-based compensation for both stptibn grants and restricted stock awards, in nmssances, over a period of 42
months, with the first 1/7th vesting six monthsnfrthe grant date and the balance vesting in egoaliats every six months thereafter.

Results of Operations for the Three and Six Month&nded June 30, 2008

Revenue
Three Months Ended June 30, Six Months Ended June 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Gross Revenue (: $14,01: $13,26: 5.6% $24,36¢ $22,531 8.1%
Less: Promotion allowances and slotting fees (2,317) (250 824.&% (3,263 (337) 867.1%
Net Revenut $11,69¢ $13,01: -10.1% $21,10: $22,20( -4.9%

(1) Gross revenue, which excludes the impact dfistpfees and promotional allowances, is a non-®Akancial measure. The most
directly comparable GAAP measure is net revenueseUGAAP, slotting fees and promotional allowanaesrecorded as a reduction
of revenue in calculating net revenues. Gross revé@nused by management to monitor operating pagoce, including in comparison
to prior years, as it allows evaluation of saledqgrenance before the effects of any slotting fees promotional items, which can mask
certain performance issues. We believe that theepttation of gross revenues provides useful infiomdo investors because it allows
a more comprehensive presentation of the Compamgsating performance. However, gross revenueddinog be used alone as an
indicator of operating performance in place of leeenues. Gross revenues may not be realized ifiotimeof cash receipts as slotting
fees and promotional payments and allowances majtected from payments received from customers. table reconciles gross
revenues to net revenu

(2) Although the expenditures described in thie tem are determined in accordance with GAAP andtrGAAP requirements, the
disclosure thereof does not conform with GAAP préston 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 ictthereof on the determination of net revenuesilustrates the spending levels
incurred to secure such sal

For the three months ended June 30, 2008, netuesamere approximately $11,699,000, a decreasg, 813,000, or 10.1%, over the
approximately $13,012,000 in net revenues for ltineet months ended June 30, 2007. The decreastrieveaues over the same period of the
prior year was primarily attributable to an incre@s promotion allowances and slotting fees, whiffeet increased sales through the DSD
channel (as discussed below) and increased satemoéntrate to National Beverage (as discussedvpeThe decrease in net revenues over
the same period of prior year was also impacteddayease in sales in the DTR channel due to redsaled to Wal-Mart stores during the
quarter ended June 30, 2008, which offset gaima fsar launch as the exclusive supplier of cannekh $o Alaska Airlines. Revenues in our
DSD channel increased compared to the same thra#hrperiod of the prior year, primarily due to shignts of 24C as we continued to
introduce the product across North America. Inadasase sales in our DSD channel of all productiseérNortheast, Southeast, Eastern
Canada and Western Canada were partially offsdebyeased case sales in the Midwest, NorthwesBanthwest. Additionally, revenue in
the second quarter of 2007 included sales of 1&®gans for which there were no comparable sal2808. Increased case sales in the
Northeast and Southeast are due to new distribasdliag our products. Increased case sales indzaa® due to new product placerr
arrangements with Loblaws, a Canadian grocery sfoae. Although our overall business in the Nokinand Southwest is growing due to
increased brand development, we believe case agl&sounce bottles (which fall into our DSD chab)rire the Northwest and Southwest
were negatively affected by a lack of strong presen the grocery chain distribution. We also hadi¢he decline in sales of our 12-ounce
bottles in the Midwest and West may be attributabléhe introduction of 12-ounce cans in thoseargi

For the three-month period ended June 30, 20083mss revenue was reduced by $2,312,000 on acobpnbmotion allowances and
cash discounts of approximately $1,658,000 andirstpfees of approximately $654,000, compared tedaiction of promotion allowances
and cash discounts of $250,000 in the comparabée-#month period in 2007. We incurred increasednptmn allowances and slotting fees
in the CSD and DTR channels to activate placemeshfpromotions related to new product introductiohdones Cola, Jones Sugar Free (
Jones Lemon Lime, and 24C.

For the six months ended June 30, 2008, net regenaee approximately $21,103,000, a decrease 6021000, or 4.9%, over the
approximately $22,200,000 in net revenues for then®nths ended June 30, 2007. The decrease imevetues over the same period of the
prior year was primarily attributable to an incre@s promotion allowances and slotting fees, whiffeet increased sales through the DSD
and DTR channels (as discussed below). The decieast revenues over the same period of the gaar was also attributable to decreased
sales of concentrate to National Beverage Corpligrsissed below).
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For the six-month period ended June 30, 2008, mssgevenue was reduced by $3,263,000 on accopmmotion allowances and
cash discounts of approximately $2,609,000 andisipfees of approximately $654,000, compared poanotion allowance and cash
discounts reduction of $337,000 in the comparaialer®nth period in 2007. We incurred increased prtom allowances and slotting fees in
the CSD and DTR channels to activate placemenpamtotions related to new product introductiondaries Cola, Jones Sugar Free Cola
and Jones Lemon Lime.

Revenues in our DSD network increased compareduaetedme six-month period of the prior year, pritpatue to shipments of 24C as
we continued to introduce the product across NArtterica. Increased case sales of all productsamtbrtheast, Southeast, Eastern Canada
and Western Canada were partially offset by deertaase sales in the Midwest, Northwest and SowthWhe Northeast and Southeast
regions were positively impacted by shipments twent distributors and new distributors purchaslonges products. Shipments in Canada
increased compared to the same period of 2007adilne taddition of new retailers and the implemeéotadf new retailer programs. We
believe the decrease in case sales in the Midwasidwe to general economic conditions, and thaildrthwest and Southwest were impau
negatively by a changeover of distributors and glearin the distribution network.

The increase in revenues in our DTR network contpréhe same six-month period of the prior yeas dae primarily to increased
case sales to Sam’s Club and Wal-Mart, which adsalfor approximately 22% of our first six montifsevenue. We were selected by
Sam'’s Club as a Volume Producing Items (VPI) partae2008, under which we expected to have opmities for enhanced in-store
placement and promotions. This selection positiuelyacted our sales to Sam’s Club in the first secbnd quarters, as we commenced
shipments under this program. However, during ge®sd quarter of 2008, Sam’s Club reduced the nuwit&tores carrying Jones Soda
under the VPI program. As a result, we expect sal&am’s Club under the VPI program to have aeledsgmn planned positive impact in
future quarters of 2008. Our status as a VPI padoes not guarantee any minimum sales levels anld e terminated or further limited at
any time, so there can be no assurance in thisdeDaring the quarter, Wal-Mart also discontinwadrying the Jones Soda 12-ounce bottles
although they continue to carry the 12-ounce can.

Our concentrate sales to National Beverage incdeager the comparable 3-month period in 2007 duregnily to concentrate
shipments relating to our new product introductiohgones Cola, Jones Sugar Free Cola and JonesnLieme. We also shipped our
traditional flavors this quarter. In the future, eepect National Beverage to order concentrateddous flavors based on its production ne
and inventory levels, as they already have sufitdieventory of most of our traditional and newwfbas for current orders and will only re-
order based on demand. Concentrate sales to NbBenarage decreased over the comparable six-npmrthd in 2007 because we did not
ship any significant amount of concentrate in i fjuarter of 2008, as we believe National Begeraad sufficient concentrate inventory
current orders. This decrease in the first quat@008 offset the increase in the second quaft2d08.

Case sales

Historically, we have reported our sales volumerf cases of finished products sold by us thromghDTR and DSD channels.
Starting in 2008, we are also reporting for infotimaal purposes sales volume of unit cases of Jbremsded finished products sold by
National Beverage (through the CSD channel) toowerretailers. This does not change our revenwgnition policy. These are finish
goods bearing our trademarks where we provide riagkeupport and from the sale of which we deriger®mmic benefit. We believe that
this measurement, together with finished produletsse our DTR and DSD channels, provides anotiaication of the strength of our brand
and acceptance of our products in the marketplace.

Consolidated case sales of finished products #ilees and distributors through our DSD and DTRmeteds for the six-months ended
June 30, 2008, expressed as 288-ounce equivakeed,agere 1,722,000. This is an increase of 176866s, or 11.5%, over total comparable
case sales for the same period in 2007. Durin@ittesix-months of 2008, total case sales of Jamasided finished products sold directly by
National Beverage to retailers in the CSD chanrekvb69,000, an increase of 1.8%, compared to 669¢0 the same period in 20(

We also intend to continue to report consolidateskcsales of concentrate to National Beverage.&hrate case sales represents the
amount of concentrate sold by us to National Beyer&Ve recognize revenue from these sales upoipt@téhe concentrate by National
Beverage in accordance with our revenue recognit@itcy. Case sales of concentrate to National Beyeand total cases of finished
products sold by National Beverage to retailersi¢iviare discussed above) are not necessarily eguialg any given period. Factors such as
seasonality, National Beverage inventory practitesng of price increases, new product introdutsioretailer demand and changes in
product mix can impact unit case volume and coma&nsales and can create differences betweenafatescentrate by us and sales of
finished products to retailers by National Beverage

Consolidated case sales of concentrate to NatBeadrage for the six-months ended June 30, 20@8esged as 288-ounce equivalent
cases, were 1,072,000. This is a decrease of 828dXes, or 43.6%, over total case sales for tipamble six month period in 2007,
resulting primarily from the fact that we did ndiig any significant amount of concentrate to NagiodBeverage in the first quarter of 2008, as
discussed above.
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288-ounce equivalent case sales by Jones Soda

Three Months Ended June 30, Six Months Ended June 30,

2008 2007 Change 2008 2007 Change
Finished products case sales to DTR and DSD chs 940,000 947,00( -0.7% 1,722,000 1,545,00! 11.5%
Concentrate case sales to National Beve 1,037,000 776,00( 33.6% 1,072,000 1,900,000 -43.%

288-ounce equivalent case sales by National Bevegag

Three Months Ended June 30, Six Months Ended June 30,

2008 2007 Change 2008 2007 Change
Jones branded finished products case sales byrdhB@veragt 679,00( 1,148,000 -40.9% 1,174,000 1,316,000 -10.t%

Gross Profit
Three Months Ended June 30, Six Months Ended June 30,

(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Gross profit $2,981  $4,44¢ -33.(% $4,90:  $7,96¢ -38.4%
Percentage of Reven 25.5% 34.2% 23.2% 35.¢%

For the three-month period ended June 30, 2008sgmofit decreased by approximately $1,469,008300%, over the approximately
$4,449,000 in gross profit for the three-month peended June 30, 2007. For the three-month periddd June 30, 2008, gross profit as a
percentage of revenue decreased to 25.5% from 3#2#e comparable period in 2007. The decreasggass profit for the quarter was
primarily attributable to increased promotionabalainces (as discussed above) recorded in the guartzall increased freight costs (caused
by the volatility in the commodity markets and #ieitdown of our St. Louis co-packer, which in tegaulted in longer shipping distances to
our customers in the Midwest and Southeast) andiadal provisions of approximately $130,000 rethte obsolete and discontinued raw
materials, finished goods and raw material commitisieT his offset the positive impact on gross madiom the shipments of concentratt
National Beverage during the quari

For the six-month period ended June 30, 2008, giaxf& decreased by approximately $3,062,000 o4®@8Bover the $7,965,000 in
gross profit for the six-month period ended Jung2BD7. For the six-month period ended June 308 26fdss profit as a percentage of
revenue decreased to 23.2% from 35.9% for the coabpeperiod in 2007. The decrease in gross peofitimarily attributable to increased
promotional allowances recorded in the first ha$f fiscussed above), overall increased freighs oaused by the volatility in the
commodity markets and the shutdown of our St. Leoipacker, which in turn resulted in longer shigpdistances to our customers in the
Midwest and Southeast), additional provisions giragimately $705,000 related to obsolete and dicoad raw materials, finished goods
and raw material commitments and decreased sat@megntrate.

Licensing Revenue

Three Months Ended June 30, Six Months Ended June 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Licensing revenu $ 58 $ 48 21.2% $ 10¢ $ 194 -44.(%

Licensing revenue during the second quarter of 2688 primarily due to our exclusive licensing agaments with Big Sky Brands for
Jones Soda Flavor Booster Hard Candy. For the-thieh period ended June 30, 2008, we receivedtyogayments of approximately
$58,000, an increase of 20.8% compared to $48,80@:d in the same period of 2007. For the six-mpetiod ended June 30, 2008 we
received royalty payments of approximately $109,@00ecrease of 43.8% compared to $194,000 eanrtbd same period of 2007. This
decrease is due to the fact that, for the firstiguaf 2007, licensing revenue also included #raaining royalty payments on the sale of 12-
ounce cans pursuant to our exclusive licensinghgement with Target Corporation, which ended Deaarfh, 2006.

Total Operating Expenses

Three Months Ended

June 30, Six Months Ended June 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Promotion and sellin $3,482  $3,47¢ 0.2% $ 6,48° $5,83: 11.2%
General and administrati 2,221 1,527 45.8% 5,087 3,25¢ 56.1%
Total operating expens $5,70¢  $5,001 14.2% $11,57:  $9,091 27.%%
Percentage of reveni 48.8% 38.4% 54.&% 40.%
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Total operating expenses for the three-month pesiated June 30, 2008 were approximately $5,7094100crease of $708,000, or
14.2%, over operating expenses of approximatel@@5000 for the three-month period ended June Q7.2

For the threanonth period ended June 30, 2008, total operatipgreses as a percentage of revenue increasedB #&m 38.4% ove
the comparable period in 2007. The increase in tqtarating expenses was primarily attributablariancrease in costs related to employee
compensation, marketing expenses, and legal aritifaad. This increase offset a reduction in stoolpensation resulting from a forfeiture
re-estimate as a result of the departure of empged directors during the quarter.

Total operating expenses for the six-month perizdkee June 30, 2008 were approximately $11,571&0Mcrease of $2,480,000 or
27.3% over operating expenses of $9,091,000 fosithenonth period ended June 30, 2007. For thergirth period ended June 30, 2008,
total operating expenses as a percentage of reveongased to 54.8% from 40.9% over the companadili®d in 2007. The increase in total
operating expenses was primarily attributable tinarease in costs related to employee compensatiarketing expenses, and legal and
audit fees. This increase offset a reduction iglstmmmpensation expense resulting from a forfeitarestimate as a result of the departure of
employees and directors during the second quaffZdas.

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

Promotion and selling expenses

Three Months Ended June 30, Six Months Ended June 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Promotion and sellin $3,48:  $3,47¢ 0.2% $6,48:  $5,83: 11.2%
Percentage of reveni 29.8% 26.1% 30.7% 26.2%

Promotion and selling expenses for the three mostkded June 30, 2008 were approximately $3,482@@@senting an increase of
$8,000 over promotion and selling expenses of apmprately $3,474,000 for the three-month period ehdlene 30, 2007. Promotion and
selling expenses as a percentage of revenue iectéa29.8% for the three-month period ended JOn@@08 from 26.7% over the
comparable period in 2007. The increase in totaimtion expenses was primarily attributable torameaase in costs related to sales salaries
and marketing program expenses. Sales salariasgdiné threanonths ended June 30, 2008 reflected an increabe mployee count in t
sales and marketing department. During the quarehired 28 regional sales representatives to thiaimplementation of our model market
initiative in three selected regions. We believe itiodel market initiative, which includes deep oegi market support, allows us to develop
and strengthen our distribution infrastructuredar current and future products. This increaseostsoffset a reduction in stock compens:
expense that resulted from a forfeiture rate ravede as a result of the departure of employeeslandtors during the quarter.

Promotion and selling expenses for the six montised June 30, 2008 were $6,483,000, an increg&@560f000 over promotion and
selling expenses of $5,833,000 for the six-montiopdeesnded June 30, 2007. Promotion and sellingesgs as a percentage of revenue
increased to 30.7% for the six-month period enderk B0, 2008 from 26.30% over the comparable péni@d07. The increase in promotion
and selling expenses for the six months ended 3002008 was due to the increase in the numbempfayees in sales and marketing and
increased marketing program expenses, includints cekated to our sponsorship agreement with tlatiBeSeahawks. This increase offset a
reduction in stock compensation expense which tegditom a forfeiture rate re-estimate as a rasfthe departure of employees and
directors during the second quarter of 2008.

At June 30, 2008, we had 69 employees in salesramileting compared to 45 such employees at Jun20BQ, Our sales salaries for
the period increased due to an increase in the aunflnew sales director and vipeesident level positions, as well as the intromuncof new
regional sales representatives for our model manktive.

General and Administrative Expenses

Three Months Ended June 30, Six Months Ended June 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
General and administratiy $2,227  $1,527 45.¢% $5,087  $3,25¢ 56.1%
Percentage of reveni 19.(% 11.7% 24.1% 14.7%

General and administrative expenses for the threetimperiod ended June 30, 2008 were approxim&&B27,000, representing an
increase of $700,000, or 45.8%, compared to apprately $1,527,000 for the three-month period enhiete 30, 2007. General and
administrative expenses as a percentage of reveorgased to 19.0% for the three months ended 3002008 from 11.7% 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 and administrativersedeand benefits (due primarily to additional
compensation paid to our Chief Executive Officed anr Chief Operating Officer and to increased keadt in the Operations and Finance
departments). This increase offset a reductiondokscompensation expense, which resulted fronrfaifare rate resstimate as a result of t
departure of employees and directors during theteua
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General and administrative expenses for the sixtimperiod ended June 30, 2008 were $5,087,000haedse of $1,829,000, or
56.1%, compared to $3,258,000 for the six-montliopeended June 30, 2007. General and administrakigenses as a percentage of revenue
increased to 24.1% for the six-months ended Jun2@IB from 14.7% for the comparable period in 200 increase in general and
administrative expenses was due to an increasgal fees (primarily related to our ongoing sesititigation and to executive transition
matters), audit fees, insurance expenses (primaidfed to higher premiums) and administrativarses and benefits (due primarily to
additional compensation paid to our Chief Execu@fficer and our Chief Operating Officer and torieased headcount in the Operations and
Finance departments).

Interest/Other income, net

For the three-month period ended June 30, 200&gst/other income was approximately $87,000 coetptr interest/other income of
approximately $416,000 in same period in 2007. déerease in interest income/other income was ddedreased interest income due to
lower levels of cash and short-term investmentslawer levels of effective interest rates comparethe same period in 2007.

For the six-months ended June 30, 2008, interestiie was approximately $262,000, compared to isténeome of approximately
$857,000 in the same period in 2007. The decresisgarest income/other income was due to decreiasedst income due to lower levels of
cash and short-term investments and lower levedsfettive interest rates compared to the samegéni 2007.

Income taxes

Provision for income taxes for the three and sinthe ended June 30, 2008 were approximately $16@&A6 $262,000 respectively.
This compares to a recovery of taxes of approxim&28,000 and $173,000 for the same comparabledgsein 2007.

The tax provision for the three and six months entime 30, 2008 relates to the tax provision oarmefrom our Canadian operations,
as this subsidiarg’income remains fully taxable. No recovery of taierecorded for the loss in our U.S. operaticnwea have recorded a f
valuation allowance on our U.S. net deferred taetss We expect to continue to record a full vaduedllowance on our U.S. net deferred tax
assets until we sustain an appropriate level alibxincome through improved U.S. operations.

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

Net Income (loss)

Net loss for the three and six months ended Jun2®IB was approximately $(2,733,000) and $(6,58H,0espectively. This compares
to net income of approximately $41,000 and $99@8pectively, for the three and six months ende@ B0, 2007. The decrease in net
income for the comparable periods was due to iseegaromotion allowances in the DTR, DSD and CS&naobls, provisions for
discontinued inventory, increased freight costsreased salaries incurred in sales and adminstraaind increased marketing expenses, legal
fees and audit fees. Each of these factors is sksclin greater detail above.

Liquidity and Capital Resources

Cash, cash-equivalents and short-term investmesits approximately $19,753,000 as of June 30, 28@8pared to approximately
$27,793,000 as of December 31, 2007. Net cashinsggkrating activities was approximately $7,719,88@ the six-month period ended
June 30, 2008, primarily due to our loss from oflena and an increase in working capital itemshsaginventory, 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 $2,153,000 for the six-month periaded June 30, 2008, primarily due to the sale oftdlerm investments. Net cash used by
financing activities was approximately $16,000tfoe six-month period ended June 30, 2008, and siusof repayment of capital lease
obligations offset by proceeds from the exercissto€k options.

On August 21, 2007, we entered into a Loan Agree¢méh Key Bank National Association, providing famrevolving line of credit in
principal amount of up to $15 million. This new ditefacility matures on August 21, 2009. The crédadility 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&grent) 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
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(b) LIBOR plus 1.00% per annum. The credit facilgysecured by a grant of a first priority secunitierest in all of our assets. Concurrently
with the Loan Agreement, on August 21, 2007, westt into a Security Agreement in favor of Key Bafke Loan Agreement and Security
Agreement contain customary representation andawbes, affirmative and negative covenants andtswardefault. Upon an event of
default, outstanding amounts under the creditifg@lccrue interest at the prime rate plus 5.00%0#/the date of this Report, we were in
compliance with the above financial covenants aachad not borrowed any amounts under the crediityac

As of June 30, 2008, we had working capital of agjmately $25,484,000, compared to working capfedpproximately $31,483,000
as of December 31, 2007. Decrease in working dapéa primarily due to cash used in operating #@@iw of approximately $7,719,000.

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 epéquirements, planned capital
expenditures, purchase obligations and slotting feeat least the next twelve months.

Accounts receivable increased from December 317 200une 30, 2008 from approximately $4,475,00@proximately $7,107,000.
This increase was due to a seasonal increasegmshis taking place during the second quarter. Ausopayable increased from
December 31, 2007 to June 30, 2008 from approxign&6:993,000 to approximately $10,841,000. Thigéase was primarily due to
increased accruals for purchases of inventoryglfiteprofessional fees, trade promotion expensésampensation expenses at June 30,
2008.

Various class action lawsuits and derivative ddtge been filed against us and certain directadsofficers as of June 30, 2008. We are
unable to predict the outcome of these cases. A&arad court determination in any of these actiaarest us could result in significant
liability and could have a material adverse effatiour business, results of operations or finareadition, subject to the limits of our
insurance policies.

Contractual Obligations and Off-Balance Sheet Arragements

Our purchase obligations as of June 30, 2008 wgeoaimately $23.2 million, including approximate$t.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 SeahawkihamNew 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 commitments
represent approximately 45% of our total purchdsigations. Approximately $4,900,000 of our purohabligations are due in 2008,
approximately half of which relate to the purchas® HARMA GABA. In addition to our purchase obligats, as of June 30, 2008, we had
approximately $1,400,000 of capital and operatesgé obligations. All commitments vary in terms aachmit us to payments from 2008 to
2014.

We have no off-balance sheet arrangements.

Seasonality

As is typical in the beverage industry, our salessgasonal. In a typical year, approximately 60%uo sales by volume occur from
April to September and approximately 40% occur fl@ntober to March. As a result, our working capitgjuirements 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 continuegfiect 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 operatiare not necessarily meaningful and should notled upon as any indication of future
performance. While we look to expand our distribnthetwork and increase market penetration, suasoselity may not be easily discerni
from results of operations. Due to all of the farieq) factors, our operating results in a particglaarter may fail to meet market expectations.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

In the normal course of our business, our finarigition is routinely subject to a variety of sk he principal market risks (i.e., the
risk of loss arising from adverse changes in markiets and prices) to which we are exposed ar&ufitions in energy and commaodity 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.aféealso
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subject to market risks with respect to the costashmodities because our ability to recover inadasosts through higher pricing is limited
by the competitive environment in which we operéteaddition, we are subject to interest rate askour investment portfolio and foreign
exchange risk due to our sales and co-packing tipesan Canada. We are also subject to other asksciated with the business
environment in which we operate, including the ectihbility of accounts receivable and obsolescenagventory due to changes in market
conditions or new product initiatives. We belieliattour exposure to these risks as of June 30, B0& 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 protectinghagshortages of raw materials.

With respect to foreign currency risk, the functibourrency for substantially all of our operatiégnshe U.S. dollar. However, we held
aggregate cash and operating assets in Canadiansdalued at approximately U.S. $1,078,000 akiok 30, 2008.

At June 30, 2008, the majority of our debt consisikfixed rate debt under our capital leases. mthe six-months ended June 30,
2008, we did not make any draws on our line ofitred

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Control and Procedures

Under the supervision and with the participatiothef Company’s management, including our Chief Eiee Officer and our Chief
Financial Officer, the Company has evaluated tfiecéf/eness of its disclosure controls and procesl(as defined in Rule 13a-15(e) under
the Securities Exchange Act of 1934) as of Jun€308, the end of the period covered by this ref@ased upon that evaluation, our Chief
Executive Officer and our Chief Financial Officeave concluded that these disclosure controls anckpures were not effective as of
June 30, 2008. The basis for this determinationtvais as discussed below, we have identified @r@tveakness in our internal control
over financial reporting, which we view as an imgart of our disclosure controls and procedufss material weakness is briefly
described below and is described in detail in oanifjement’s Report on Internal Control Over Finarigeporting that is included in our
Form 10-K for the year ended December 31, 2007¢chvhias filed with the Securities and Exchange Casimn on March 17, 2008. As of
June 30, 2008, we had not fully remediated thiskwess.

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 timeliew of the financial statements. Although wedawt fully remediated this material
weakness as of June 30, 2008, we have made, drzbwniinue to make, improvements to our policiescpdures, systems and staff who t
significant roles in internal control to address thternal control deficiencies identified by uslaur independent registered public accour
firm. We have initiated the following remediatioegs to address the material weakness describeg:abo

. In the first quarter of 2008, we hired a Managetefal Affairs to support all contract analysis &tIC 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 aiméfice staff with the commensurate knowledge, é&pee, and training
necessary to complement the current staff in thenitial reporting functions, in addition to thefsbdred in 2007.

. We will continue to focus on improving the skilllsef our accounting and finance staff through @tioo and training

. We have previously engaged qualified professionakualtants where we did not have sufficient intereasources, 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 beagther changes in our internal control over finaheporting during the quarter
ended June 30, 2008 that have materially affectedre reasonably likely to materially affect, auternal control over financial reporting.
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PART Il. OTHER INFORMATION

ITEM 1. 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 en&ection 10(b) and 20(a) of the Securities Exghact of 1934, as amended, and Rule
10b-5 promulgated thereunder. The case is ent#dtzman v. Jones Soda Company, et al., Case NGVO¥366-RSL, and purports to be
brought on behalf of a class of purchasers of ourrnon stock during the period March 9, 2007, to ygi@, 2007. Six substantially similar
complaints subsequently were filed in the sametceome of which allege claims on behalf of a clafssurchasers of our common stock
during the period November 1, 2006, to August 22Bome of the subsequently filed complaints addedefendants certain directors and
another officer of the Company. The complaints galheallege violations of federal securities lalgsed 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@0PG, these seven lawsuits were consolidatedsargke action entitled In re Jones Soda
Company Securities Litigation, Case No. 07-cv-18&8-. On March 5, 2008, the Court appointed Robertd&| lead plaintiff in the
consolidated securities case. On May 5, 2008,g¢aé plaintiff filed a First Amended Consolidatedn@aint, which purports to allege claims
on behalf of a class of purchasers of our commacksturing the period of January 10, 2007, to Mag2d08, against the Company and Peter
van Stolk, our former Chief Executive Officer, faemChairman of the Board, and current director. Finst Amended Consolidated
Complaint generally alleges violations of fedeedwities laws based on, among other things, fatsemisleading statements and omissions
about our agreements with retailers, allocatioregburces, and business prospects. Defendantsfiteation to dismiss the amended
complaint on July 7. The motion is scheduled tdully briefed and submitted for consideration inlg&ctober.

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
entitled Cramer v. van Stolk, et al., Case No. 29287-3 SEA (“Cramer Action”). The Company alscswemed as a nominal defendant.
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 lsonsolidated with the Cramer
Action under the caption In re Jones Soda Co. @é&wig Litigation, Lead Case No. 07-2-31254-4 SEA.April 28, 2008, plaintiffs in the
consolidated action filed an amended complaintdasethe same basic allegations of fact as inedertal 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 paldlisclosures that are the subject of the fede@lrities class actions. On May 2, 2008, the
Court signed a stipulation and order staying tlee@edings in the consolidated Cramer Action ufitin@tions to dismiss in the consolidated
federal securities class action have been adjieticat

The two remaining shareholder derivative actionsawited in the U.S. District Court for the Westddistrict of Washington. On
April 10, 2008, the Court presiding over the fedlelexivative cases consolidated them under thaaa@exton v. Van Stolk, et al., Case
No. 07-1782RSL (“Sexton Action”), and appointed BryanSexton lead plaintiff. The Court also establishedse schedule, which, among
other things, sets the close of fact discoveryaasidry 4, 2009, and sets a trial date of May 49208e actions comprising the consolidated
Sexton Action are based on the same basic allegatibfact as in the securities class actions fiteithe U.S. District Court for the Western
District of Washington and the Cramer Action, filadhe Superior Court for King County. The actimmnprising the Sexton Action allege,
among other things, that certain of our currentfamcher directors and officers breached their fiducduties to the Company and were
unjustly enriched in connection with the publicdiisures that are the subject of the federal siesidlass actions. The complaints seek
unspecified damages, restitution, disgorgementafitp, equitable and injunctive relief, attorneysés, costs, and expenses. On June 3, 2008
the parties filed a joint motion to stay the Sextanion until all motions to dismiss in the fedesalcurities class action have been adjudicated
On June 5, 2008, the Court granted the motion tayed the Sexton action.

The Cramer Action and Sexton Action are derivaiivaature and do not seek monetary damages frof@ éhgpany. 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 thesmas against us could result in
significant liability and could have a material adse effect on our business, results of operatiofigancial 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¢i2008.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SHAREHOLDERS
We held our 2008 annual meeting of shareholderduoe 5, 2008. At the meeting, the shareholdershvartethe election of directors.

The shareholders elected the following seven dirscteceiving the number of votes set forth opedsieir respective names:

Director Votes For Votes Withheld
Richard S. Eiswirth, < 19,753,28 1,134,12.
Michael M. Fleming 19,756,57 1,130,82.
Stephen C. Jone 19,208,84 1,678,55!
Matthew K. Kellogg 19,738,65 1,148,75!
Jonathan J. Rict 19,842,31 1,045,009
Susan A. Schrete 19,855,89 1,031,51.
Peter M. van Stol 19,687,81 1,199,58!

ITEM 6. EXHIBITS

ITEM 6. EXHIBITS
10.1* Employment Offer Letter between Stephen C. Jondslanes Soda Co., dated June 3, 2008. (Previdlesiwiith, and
incorporated herein by reference to, Exhibit 10.bar current report on Forn-K, filed on June 9, 2008; File No. C-28820)
10.2* Form of Restricted Stock Purchase Agreement un@@? Stock Option and Restricted Stock Plan (Fileckwith.)
31.1 Section 302 Certification of CE- Stephen C. Jones, Chief Executive Officer (Filetekvith.)
31.2 Section 302 Certification of CF- Hassan N. Natha, Chief Financial Officer (Fileddweth.)
32.1 Section 906 Certification of CEO - Stephen C. Jofdsef Executive Officer of Jones Soda Co., punsta 18 U.S.C. 1350,
as adopted pursuant to Section 906 of the Sar-Oxley Act of 2002 (Filed herewith
32.2 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.

August 8, 2008

JONES SODA CO

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

By: /s/ Hassan N. Natt
Hassan N. Nath
Chief Financial Office
(principal financial and accounting office
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Exh. 10.:

JONES SODA CO.
— RESTRICTED STOCK PURCHASE AGREEMENT —
No.

This Restricted Stock Purchase Agreement (“Agredthenmade and entered into as of the date of dwat forth below (“Date of
Award”) by and between Jones Soda Co., a Washingigooration (“Company”), and the participant narbetbw (“Participant”).
Capitalized terms not defined herein shall havadispective meanings ascribed to them in the Cogip2002 Stock Option and Restricted
Stock Plan (“Plan”). A copy of the Plan has beeawvjated to Participant.

Participant’s Name:
Participant’s Address:

Total Number of Shares:
Purchase Price per Share:
Date of Award:

Vesting Commencement Date:

1. Purchase and Sale of the Shargsbject to the terms and conditions of this Agreet, the Company agrees to sell to Participant and
Participant agrees to purchase from the Compatieatlosing (as defined below) the total numbestares of Common Stock of the
Company set forth above (“Shares”) at the purcipaise per share set forth above (“Purchase Priédl'yeferences to the number of Shares
and the Purchase Price of the Shares in this Agreesahall be adjusted to reflect any stock spiitcls dividend or other similar change in the
Shares which may be made after the date of thiséxgent.

2. Closing.

(a) The purchase and sale of the Shares shall ateuclosing (the “Closing”) to be held on theedfitst set forth above, or at any
other time mutually agreed upon by the CompanyRarticipant. The Closing will take place at thenpipal office of the Company or
such other place as shall be designated by the @wynpt the Closing, Participant shall deliver #ggregate Purchase Price set forth
above to the Company by cash or personal or casloieeck payable to the Company, and the Compahyssiie, as promptly
thereafter as practicable, a stock certificateisteged in the name of the Participant, reflecting
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the Shares. Notwithstanding the foregoing, Pauicipnay not purchase any Shares under this Awdedsisuch sale and issuance
complies with all relevant provisions of applicalde/s and regulations and the requirements of togksexchange upon which the
Company common stock is then listed.

(b) In addition, at Closing Participant shall exiecand deliver to the Company (i) two copies of Alssignment Separate From
Certificate (with the date and the number of Shiftidlank) substantially in the form attachedhis Agreement as Exhibit And
(i) one copy of the Joint Escrow Instructions dabsally in the form attached to this Agreemengabibit B .

3. Repurchase Optian

(@) In the event the Participant ceases to be qulogiee, consultant or director of the Company (eactservice Provider”jor any
or no reason, including without limitation, by reasof Participant’s death, Disability, resignatimminvoluntary termination, with or
without Cause, the Company shall upon the dateic sermination (as reasonably fixed and determibyethe Company) have the
right, but not the obligation (the “Repurchase Opf), for a period of 90 days from such date (atslonger period as may be agreed to
by Participant and the Company), to repurchaseSdmayes which have not yet vested as of the terinmdate. In addition, in the event
Participant is terminated for Cause, the Compamyl blave a Repurchase Option for a period of 9Gdaym the date of termination (or
such longer period as may be agreed to by Pantitgrad the Company), to repurchase all Shares,Jsstted and unvested. The Shares
to which the Repurchase Option relates pursuathisdSection 3(a) shall be referred to as the “Settfphares”.

(b) The Company may exercise its Repurchase Optidirepurchase all or any of the Subject Sharagste per share equal to
the Purchase Price (the “Repurchase Price”). ThmiRRbase Option shall be exercised by the Compwrelivering written notice to
the Participant or, in the event of the Particifmdeath or disability, Participant’s executor, ahhshall identify the number of Subject
Shares to be repurchased and shall notify Partitipiathe time, place and date for settlement chquurchase, which shall be schedt
by the Company within the term of the Repurchastd@pThe Company shall be entitled to pay for &upject Shares repurchased
pursuant to its Repurchase Option at the Compaptisn by check or by offset against any indebtedraving to the Company by
Participant, or by a combination of both. Upon iy of such notice and the payment of the aggeeBapurchase Price, the Subject
Shares being repurchased shall be cancelled afidethan to the Company’s authorized but unisscagital stock, and all rights and
interests therein or relating thereto shall be teated.

(b) The Company in its sole discretion may desigreid assign one or more employees, officers,tdingcstockholders, affiliate
successors or assigns of the Company or othermemsmrganizations to exercise all or a part ef@mmpany’s Repurchase Option to
purchase all or a part of the Subject Shares.
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4. Vesting; Release of Shares From Repurchase ©pfio long as Participant’s continuous status asrei& Provider has not yet
terminated in each such instance, the Shares @sliand be released from the Repurchase OptiorE[RYSVESTING SCHEDULE].

5. Acceleration of Vesting upon Corporate Transerctin the event of a Corporate Transaction (as ddfin the Plan), unless otherw
determined by the Board or Committee at the timgraht or by amendment (with the Participant’s enrisall outstanding Shares shall
become fully vested and released from the RepuecBasion.

6. Investment Representation® connection with the purchase of the Commorti§tBarticipant represents to the Company the
following:

(a) Participant is aware of the Company'’s busiréfssrs and financial condition and has acquirefficant information about the
Company to reach an informed and knowledgeablesibecto acquire the Shares. Participant is acqyittie Shares for investment for
his / her own account only and not with a viewdofor resale in connection with, any “distributichereof within the meaning of the
Securities Act.

(b) Participant can properly evaluate the merits @gks of an investment in the Shares and caregrdis / her own interests in
this regard, whether by reason of his / her ownrass and financial expertise, the business amahfial expertise of his / her
professional advisors, or his / her preexistingrmss or personal relationship with the Compangror of its officers, directors or
controlling persons. Participant realizes thatghechase of the Shares involves a high degreslkfaind that the Company’s future
prospects are uncertain. Participant is able td tie Shares indefinitely if required, and is abléear the loss of his / her entire
investment in the Shares.

(c) Participant acknowledges that unless and thilCompany files a registration statement undeSicurities Act with respect
to the Shares, the Shares are “restricted seciréied the Shares may not be resold unless sugloged resale is registered or pursuant
to an available exemption under the Securities Aeé Company is under no obligation to registerShares or any subsequent
proposed resale of the shares. The certificateeacidg the Shares will be imprinted with a legerdol prohibits the transfer of the
Shares unless such transfer is registered or ggg$tration is not required in the opinion of caeirfsr the Company.
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7. Restrictions on Transfer

(a) Restrictive Legends. Participant understandsaamnees that the Company shall cause the legenfisrth below, or
substantially equivalent legends, to be placed wgncertificate(s) evidencing ownership of the8hatogether with any other legends
that may be required by the Company or by appl&atdte or federal securities laws:

“THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBCT TO A REPURCHASE OPTION HELD BY THE ISSUER
OR ITS ASSIGNEE(S) AS SET FORTH IN THE RESTRICTEDGCK PURCHASE AGREEMENT BETWEEN THE ISSUER AN
THE ORIGINAL HOLDER OF THESE SHARES, A COPY OF WHHOMAY BE OBTAINED AT THE PRINCIPAL OFFICE OF
THE ISSUER. ANY TRANSFER OR ATTEMPTED TRANSFER OMX SHARES SUBJECT TO SUCH OPTION IS VOID
WITHOUT THE PRIOR EXPRESS WRITTEN CONSENT OF THE MBANY.”

(b) StopTransfer Notices Participant agrees that to ensure compliance thélrestrictions referred to herein, the Compaay m
issue appropriate “stop transfer” instructionstsatiansfer agent.

(c) Refusal to TransferThe Company shall not be required (i) to transfeits books any Shares that have been sold erwite
transferred in violation of any of the provisiorfalus Agreement or (ii) to treat as owner of si&tares or to accord the right to vote or
pay dividends to Participant or other transfere@ttom such Shares shall have been so transferred.

(d) Unvested SharedNotwithstanding anything to the contrary in tAigreement, neither any Unvested Shares nor anyfibee
interest in such Unvested Shares shall be solgdyifransferred, encumbered or otherwise dispokedany way (whether by operati
of law or otherwise) by the Participant.

8. Escrow. As security for the faithful performance of tiligreement, Participant agrees to deliver, immediatpon receipt of the
certificate(s) evidencing the Shares, and authstéael directs the Company to cause the stockicatés evidencing the Shares to be
delivered, to the Secretary of the Company orétsighee (the “Escrow Agent”). These documents $tealeld by the Escrow Agent pursuant
to the Joint Escrow Instructions of the Company Badicipant set forth in Exhibit B this Agreement, which instructions are incorpeda
into this Agreement by this reference, and whidtrinctions shall also be delivered to the Escrowmgfter the Closing Date.

9. Rights as ShareholdeSubject to the provisions of this Agreement, iBgrant shall exercise all rights and privilegesaafhareholder
of the Company with respect to the Shares fromadtet the date that Participant delivers a fullg@xted copy of this Agreement (including
all exhibits and attachments hereto) and full paynfier the Shares to the Company, including thbtrig vote the Shares, even if some or all
of the Shares have not yet vested and been relfasedhe Company’s Repurchase Option. From the dathe Company’s exercise of its
Repurchase Option, Participant shall have no furtights as a holder of the Subject Shares repsszhy the Company, other than the right
to receive payment for the Subject Shares so rbépsedl in accordance with the provisions of thisegrent.

10. Tax Consequence®articipant has reviewed with his / her own texisors the federal, state, local and foreign @xsequences of
this investment and the transactions contemplagetiib Agreement. Participant is relying solelysarch advisors and not on any statements
or representations of the Company or any of itseggéarticipant understands that
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Participant (and not the Company) shall be resjpdm$or any tax liability that may arise as a résdithe transactions contemplated by this
Agreement. Participant understands that Code Se88daxes as ordinary income the difference beatvtlee Purchase Price for the Shares
and the fair market value of the Shares as of #te dny restrictions on the Shares lapse. In tngext, “restriction” includes the right of the
Company to repurchase the Shares pursuant to fneréese Option. Participant understands thatdf@atit may elect to be taxed at the t
the Shares are purchased, rather than when ahd &hares vest, by filing with the IRS an electioder Code Section 83(b) within 30 days
from the date of purchase. THE FORM FOR MAKING THBECTION 83(b) ELECTION IS ATTACHED TO THIS AGREEMHE AS
EXHIBIT C AND PARTICIPANT (AND NOT THE COMPANY OR ANY OF ITRAGENTS) SHALL BE SOLELY RESPONSIBLE FOR
APPROPRIATELY FILING SUCH FORM, EVEN IF PARTICIPANREQUESTS THE COMPANY OR ITS AGENTS TO MAKE THIS
FILING ON PARTICIPANT'S BEHALF.

11. Payment of Withholdings TaxeBurchaser acknowledges that he / she is respeffisitpaying or providing for any applicable
federal or state tax withholdings as a result of &ward. Purchaser may satisfy all or part of Raser’s tax withholding obligations by
(a) paying cash to the Company, (b) having the Gompvithhold an amount from any cash amounts otiserdue or to become due from
Company to Purchaser, (¢) authorizing the Companyithhold Shares that would otherwise become destesuant to this Award (up to the
employer’'s minimum tax withholding rate) or (d) aeking to the Company already owned and unencuethehares of Common Stock (up
to the employes minimum required tax withholding rate). Notwithstling the previous sentence, Purchaser acknovdettgkagrees that t
Company or any affiliate has the right to deduetrfrpayments of any kind otherwise due to Purchasgfederal, state, local or foreign taxes
of any kind required by law to be withheld with pest to this Award. Unless the tax withholding ghtions that arise in connection with this
Award are satisfied, the Company shall have nagakibn to issue a certificate for such Shares lease such Shares from any escrow
provided for herein.

12. Employment at Will; No Employment or Servicen@act. Participant acknowledges and agrees that théngest Shares pursuant
to this Agreement is earned only by continuing Beras an employee, director or consultant of tom@any. Neither this Award nor anyth
in this Agreement (including the vesting scheduat@)stitutes an express or implied promise of caigtihengagement as an employee, dire
or consultant, and shall not interfere with Paptgit’s right or the Company’s right to terminatetgpant’s relationship with the Company
any time, with or without Cause.

13. Interpretation Any dispute regarding the interpretation of thgreement shall be submitted by Participant orGbenpany to the
Committee for review. The resolution of such a dispby the Committee shall be final and bindingle Company and Participant.

14. Notices Any notice required to be given or deliveredite Company under the terms of this Agreement $lesaith writing and
addressed to the Corporate Secretary of the Comgtatsyprincipal corporate offices. Any notice nged to be given or delivered to
Participant shall be in writing and addressed wi€pant at the address indicated above or to
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such other address as such party may designatgtingifrom time to time to the Company. All noticehall be deemed to have been given or
delivered upon the earlier of: (a) when receiv®jiwhen delivered personally; (c) four days aftepasit in the U.S. malil, first class with
postage prepaid and properly addressed; (d) oriedassday after deposit with any return receiptresp courier (prepaid); or (e) one busir
day after transmission by facsimile (transmissionfcmed).

15. Successors and AssigriBhe Company may assign any of its rights underAlgreement. This Agreement shall be binding uaod
inure to the benefit of the successors and assifjiiee Company. The rights granted to the Partittip@der this Agreement are not assigni
by the Participant under any circumstances. Subjettte restrictions on transfer set forth herthirg Agreement shall be binding upon
Participant and Participant’s heirs, executors, iaghtnators, legal representatives and successors.

16. Entire AgreementThe Plan is incorporated herein by references Agreement and the Plan constitute the entirecaggat of the
parties with respect to the purchase of the SHardse Participant and supersede all prior writieoral undertakings and agreements,
including, but not limited to, any representatiomsde during any interviews, discussions or negotiatwhether written or oral.

17. Severability Should any provision of this Agreement be foumtbe illegal or unenforceable, the other provisisinall nevertheless
remain effective and shall remain enforceable ¢ogiteatest extent permitted by law.

18. Governing Law This Agreement shall be governed by and constiuedcordance with the laws of the State of Wagtoin, withou
regard to its provisions regarding conflicts of faw

20. CounterpartsThis Agreement may be executed in one or morateoparts, each of which will be deemed an origibat all of
which together will constitute one and the sameagrent. Facsimile copies of signed signature psigasbe binding originals.

DATED as of the Date of Award set forth above.
JONES SODA CO
By:

Its:
Name,




Acceptance by Participant

Participant acknowledges receipt of a copy of tlaa PParticipant has reviewed the Plan and this@grent in their entirety, has had an
opportunity to obtain the advice of counsel pribekecuting this Agreement and fully understantipralisions of the Plan and this
Agreement. Participant acknowledges that there Ineagdverse tax consequences upon purchase oritd@pos$ the Shares and that

Participant should consult a tax adviser priorrg such exercise or disposition. Participant accps Agreement subject to all of the terms
and provisions of the Plan and this Agreement.

Date signed:

(Signature

(Print Name,



EXHIBIT A
ASSIGNMENT SEPARATE FROM CERTIFICATE

For value received and pursuant to that certairirReessd Stock Purchase Agreement (the “Agreemettt®,undersigned Participant
hereby sells, assigns and transfers to Jones Sm¢a @/ashington corporation (“Company”), ( ) shares of the
Common Stock of the Company, standing in the ungieesl’s name on the books of said corporation sepred by Certificate No.
herewith and do hereby irrevocably constitute gopbant as attorney-in-fact to transfer the said stockhentiooks of the
Company with full power of substitution in the priees. This Assignment may be used only in accomarith and subject to the terms and
conditions of the Agreement, in connection with teacquisition of shares of Common Stock of the famy issued to the undersigned
Participant pursuant to the Agreement, and onthécextent that such Shares remain subject to ¢inep@ny’s Repurchase Option under the
Agreement.

Dated:

Participant’s Signature:

Participan’s Name

(please print



EXHIBIT B

JOINT ESCROW INSTRUCTIONS
20__

Corporate Secretary
Jones Soda Co.

234 Ninth Avenue North
Seattle, Washington 98109

Dear Sir/Madam:

As Escrow Agent for both Jones Soda Co., a Washingbrporation (the “Company”), and the undersigresipient of stock of the
Company (“Recipient”), you are hereby authorized dimected to hold the documents delivered to yansygant to the terms of that certain
Restricted Stock Purchase Agreement (“Agreememt’accordance with the following instructions:

1. In the event Recipient ceases to render sertick® Company or an affiliate of the Company dgihe vesting period set forth in-
Agreement, the Company or its assignee will givRéaipient and you a written notice specifying tinat shares of stock shall be transferred
to the Company. Recipient and the Company herebyacably authorize and direct you to close thegaation contemplated by such notice
in accordance with the terms of said notice.

2. At the closing you are directed (a) to date stogk assignments necessary for the transfer istigue (b) to fill in the number of
shares being transferred, and (c) to deliver sémgether with the certificate evidencing the sharfestock to be transferred, to the Company.

3. Recipient irrevocably authorizes the Compangeposit with you any certificates evidencing shafestock to be held by you
hereunder and any additions and substitutionsitbséeres as specified in the Agreement. Recifiergby irrevocably constitutes and
appoints you as Recipient’s attorney-in-fact anelnador the term of this escrow to execute witlpees to such securities and other property
all documents of assignment and/or transfer anstadlk certificates necessary or appropriate toensdlksecurities negotiable and complete
any transaction herein contemplated.

4. This escrow shall terminate upon vesting ofghares or upon the earlier return of the shardset€ompany. From time to time, ug
written request of Recipient, duly confirmed by ®empany, you will deliver to Recipient a certifieaepresenting the shares that have
vested and that have been released from the Corispampurchase option.
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5. If at the time of termination of this escrow yshould have in your possession any documentstisespor other property belonging
to Recipient, you shall deliver all of same to Ré&mnt and shall be discharged of all further olilmy@s hereunder.

6. Your duties hereunder may be altered, amendedified or revoked only by a writing signed by aflthe parties hereto.

7. You shall be obligated only for the performan€such duties as are specifically set forth heagid may rely and shall be protecte
relying or refraining from acting on any instrumeaasonably believed by you to be genuine ande baen signed or presented by the
proper party or parties or their assignees. Yoll sbabe personally liable for any act you mayatammit to do hereunder as Escrow Agen
as attorney-in-fact for Recipient while acting imogl faith and any act done or omitted by you purstmthe advice of your own attorneys
shall be conclusive evidence of such good faith.

8. You are hereby expressly authorized to disregaydand all warnings given by any of the partieseto or by any other person or
corporation, excepting only orders or process oftsoof law, and are hereby expressly authorizezbtoply with and obey orders, judgments
or decrees of any court. In case you obey or comfily any such order, judgment or decree of anytcgou shall not be liable to any of the
parties hereto or to any other person, firm or coapon by reason of such compliance, notwithstag@iny such order, judgment or decree
being subsequently reversed, modified, annulletdaside, vacated or found to have been entereautijarisdiction.

9. You shall not be liable in any respect on actafithe identity, authority or rights of the pasiexecuting or delivering or purporting
to execute or deliver the Agreement or any documenpapers deposited or called for hereunder.

10. You shall not be liable for the outlawing ofyaights under any statute of limitations with respto these Joint Escrow Instructions
or any documents deposited with you.

11. You shall be entitled to employ such legal mimnd other experts as you may deem necessggriyréo advise you in connection
with your obligations hereunder, may rely uponaldgice of such counsel, and may pay such counasbnable compensation therefor.

12. Your responsibilities as Escrow Agent hereursthad! terminate if you shall cease to be Secreaiftiie Company or if you shall
resign by written notice to each party. In the éxarany such termination, the Company may appayt officer or assistant officer of the
Company as successor Escrow Agent and Recipieabheonfirms the appointment of such successou@ressors as his attorney-in-fact
and agent to the full extent of your appointment.

13. If you reasonably require other or furtherrimstents in connection with these Joint Escrow utdtons or obligations in respect
hereto, the necessary parties hereto shall jdiarimshing such instruments.
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14. It is understood and agreed that should amgutisarise with respect to the delivery and/or awhi@ or right of possession of the
securities, you may (but are not obligated to)ineitayour possession without liability to anyorieax any part of said securities until such
dispute shall have been settled either by mutudflemragreement of the parties concerned or bgal €irder, decree or judgment of a court of
competent jurisdiction after the time for appea bapired and no appeal has been perfected, bughalube under no duty whatsoever to
institute or defend any such proceedings.

15. Any notice required or permitted hereunderldt@biven in writing and shall be deemed effedyiv@ven upon personal delivery or
upon deposit in the U.S. mail, by registered otifted mail with postage and fees prepaid, addiésseach of the other parties hereunto
entitled at the following addresses, or at sucle#udresses as a party may designate by ten\dette’n notice to each of the other parties
hereto:

Company: Jones Soda Ci
234 Ninth Avenue Nortl
Seattle, Washington 981(
Attn: Chief Executive Office

Recipient:

Escrow Agent Jones Soda Ci
234 Ninth Avenue Nort|
Seattle, Washington 981(
Attn: Corporate Secreta

16. By signing these Joint Escrow Instructions peaome a party hereto only for the purpose of 3aiidt Escrow Instructions; you do
not become a party to the Agreement.

17. This instrument shall be binding upon and irtarthe benefit of the parties hereto, and theipeetive successors and permitted
assigns. It is understood and agreed that refesenctyou” or “your” herein refer to the originasEBrow Agent and to any and all successor
Escrow Agents. It is understood and agreed thaCthapany may at any time or from time to time assig rights under the Grant Notice ¢
these Joint Escrow Instructions in whole or in part

Very truly yours,
JONES SODA CO RECIPIENT:
By: Signature
Name Name:
Title:
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Agreed and Accepted:
ESCROW AGENT:

By:

Name:

Title: Corporate Secretal



EXHIBIT C
SECTION 83(b) ELECTION

The undersigned taxpayer hereby elects, pursua@dtion 83(b) of the Internal Revenue Code of 188Gmended, to include in his or her
gross income for the current taxable year, the amnoliany compensation taxable to him or her inn@mtion with his or her receipt of the
property described below:

(1) The taxpayer who performed the service:
Name:
Address:

Social Security No.:

(2) The property with respect to which the elecimmade is shares (“Shares”) of common stock of Jones Soddthm.
“Compan”).
(3) The Shares were transferred to the undersigne , 20

(4) The taxable year for which the election is madé@éscalendar year 20_

(5) The Shares may be repurchased by the Compaitg,assignee, if for any reason taxpayer’s serwith the Company is terminated.
The Compan’s repurchase right lapses with respect to a podidhe Shares over tim

(6) The fair market value of such Shares at the tfitransfer (determined without regard to anyrieifon other than a restriction which by
its terms will never lapse) is

(7) The amount, if any, paid for such Shares

(8) A copy of this statement was furnished to tleen@any, for whom taxpayer rendered the servicesnlyidg the transfer of such
property.
(9) The foregoing election may not be revoked exceft tie consent of the Commission

Dated: ,20

Spouse (if any Taxpayel

This election must be filed with the Internal RexeeBervice Center with which the Employee fileohiser Federal income tax returns and
must be filed within 30 days after the date of pase. This filing should be made by registeredestified mail, return receipt requested. The
Employee must retain two copies of the completed for filing with his or her Federal and state teaturns for the current tax year and
additional copy for his or her records.



EXHIBIT 31.1

CERTIFICATION
I, Stephen C. Jones, 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 informatidatmeg 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 August 8, 2008.

/sl Stephen C. Jon
Stephen C. Jone
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 informatidatmeg 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 August 8, 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 10-Q for the fisgahrter ended June 30, 2008 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), I, Stephen C. Joneselxecutive Officer of the Company,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to Section 906 of the Sarbanes-Oxley AR06R, 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 August 8, 2008
Stephen C. Jone
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 10-Q for the fisgahrter ended June 30, 2008 as filed
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 AR06R, 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. Natk August 8, 2008
Hassan N. Nath
Chief Financial Officel






