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EXPLANATORY NOTE

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 incorpoffaéeein by reference contain a number of forwarddiog 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,” “target,” variations of such words,
and similar expressions identify forward-lookingtements, but are not the exclusive means of igérgisuch statements and their absence
does not mean that the statement is not forwarkiihgo

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 ability to successfully refocus our businessmn our core product

. Our ability to implement our business plan in therent global economic crisis, which could adversdfect demand for our
products and make it more difficult for us to secadditional financing, if necessa

. Our inability to generate sufficient cash flow fraperations, or to obtain funds through additidimencing, to support our
business plan, which may force us to delay, cuotadliminate some or all of our product developmararketing or distribution
programs or to pursue various other strategiesdars additional financing, which may include, witih limitation, public or
private offerings of debt or equity securitiespjoientures with one or more strategic partnersathdr strategic alternative

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

. Our inability to continue developing new produaissatisfy our consume’ changing preference

. Litigation or legal proceedings (including pendsegurities class actions), which could expose wigtuificant liabilities and
damage our reputatio

. The inability of our exclusive manufacturer andudpitor (National Beverage Corp.) of Jones Sodaiiee 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 acceptant¢he CSD industry

. Our ability to establish lor-term agreements with our distributors and our ghiit attract and maintain key distributo
. Our ability to carefully manage our inventory levaind to predict the timing and amount of our s:

. Our ability to establish and maintain distributimmangements directly with retailers and natioe#dit accounts, on which our
business plan and future growth are dependentrin
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. Our ability to successfully implement our carbowageft drink (CSD) strategy, on which our businglss and future growth are
dependent to a significant exte

. Our ability to realize the benefits expected fromm sponsorship agreements, to which we have dedicahd expect to continue
dedicate, significant resource

. Our ability to realize the benefits expected froanious 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 ability to secure a continuous supply and aidlity of raw materials

. Our ability to source our flavors on acceptablentefrom our key flavor supplier

. Our ability to maintain brand image and productliyand the risk that we may suffer other prodissties such as product rece
. Our ability to attract and retain key personneljolitwould directly affect our efficiency and resutif operations

. Our ability to effectively manage our growth andaerces in order to execute on our business

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

. Our inability to remediate a material weaknessunioternal control over financial reporting, whicbuld adversely impact our
ability to report accurate financial results iriradly manner

. Our inability to build and sustain proper infornwatitechnology infrastructur
. Our ability to comply with the many regulationswich our business is subje

. Our ability to compete successfully against muchdg, well-funded established companies currentlgrating in the beverage
industry; anc

. Our inability to sustain compliance with the contd listing requirements of The Nasdaq Capital Marikicluding the $1
minimum bid price requirement, which could resaltelisting of our common stock and adversely afitsamarket price and
liquidity.

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

Condensed Consolidated Balance Sheets
September 30, 2008 with comparative figures forddeger 31, 2007

September 30, December 31,
2008 2007
(Unaudited)
Assets
Current asset:
Cash and cash equivalel $ 15,648,00 $17,857,80
Shor-term investment — 9,935,40!
Total cash and sh«-term investment 15,648,00 27,793,20
Accounts receivabl 4,670,85: 4,474,55!
Taxes receivabl 98,68: —
Inventory (note 3 6,823,28! 5,745,88!
Prepaid expenst 762,44: 822,62(
28,003,26 38,836,27
Deferred income tax asset (note 117,85( 117,85(
Capital asset 1,217,28: 1,078,91
Other asset 1,364,07. 1,418,511
Intangible asset 148,00¢ 173,04(
$ 30,850,48 $ 41,624,59
Liabilities and Shareholde Equity
Current liabilities:
Accounts payable and accrued liabilit $ 7,362,63 $ 6,993,222
Current portion of capital lease obligatic 150,19( 156,84
Taxes payabl — 203,37¢
7,512,82. 7,353,45;
Capital lease obligations, less current por 360,45¢ 474,22¢
Long term liabilities- Other (note 5 306,38: —
666,84 474,22t
Commitments and contingencies (note
Shareholder equity (note 7
Common stock
Authorized: 100,000,000 common stock, no par v
Issued and outstanding: 26,368,881 and 26,251 1&@s, respectivel 43,956,47 43,855,92
Additional paic-in capital 4,632,08! 3,990,711
Accumulated other comprehensive inca 107,75. 129,47:
Deficit (26,025,49) (14,179,19)
22,670,82 33,796,91
$ 30,850,48 $41,624,59

See accompanying notes to interim condensed coiasedl financial statements.
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JONES SODA CO. AND SUBSIDIARIES

Condensed Consolidated Statements of Operations
(Unaudited)
Three months and nine months ended September 88,&2@ 2007

Net Revenut
Cost of goods sol

Gross profit
Licensing revenu

Operating expenses (1
Promotion and sellin
General and administrati

Loss before interest income and income t:
Interest\other income, ne

Loss before income te

Income tax benefit (expense) (note
Current
Deferred

Loss for the perio
Loss per share, basic and dilu

Weighted average number of common stock, basidantkd
(1) Includes nc-cash stoc-based compensation as follows (note

Promotion and sellin
General and administrati

Three Months Ended
September 30,

Nine Months Ended
September 30,

2008 2007 2008 2007
$ 8,684,261 $11,737,46 $29,787,15 $33,932,41
7,718,300  8,374,98 23,918,223  22,770,20
965,95(  3,362,47 5,868,091  11,162,21
43,06 87,08: 151,56« 280,82
1,009,01'  3,449,55 6,020,47'  11,443,03
3,481,31  4,276,21! 9,967,08.  10,103,52
2,72393 _ 1,842,96 7,808,72.  4,940,77!
6,20525.  6,119,18 17,775,80  15,044,29
(5,196,23)  (2,669,62) (11,755,32)  (3,601,26)
66,03 492,35 300,87  1,349,71
(5,130,20)  (2,177,26) (11,454,45)  (2,251,54)
(118,43f) (139,22) (358,107 (286,08:)
(11,24%) 793,01 (33,749  1,113,19:
(129,68 653,79 (391,84) 827,11
$(5,259,88) $(1,523,47)  $(11,846,30) $(1,424,43)
$ (020 $ (0.0 % 0.45 $  (0.09
26,354,17  26,136,56 26,324,227  25,902,07
$ 10548. $ 160,40( $ 22214 $ 359,48
$ 237,660 $ 234,60 $ 450,90 $ 568,83

See accompanying notes to interim condensed cdiased financial statements.
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JONES SODA CO. AND SUBSIDIARIES

Condensed Consolidated Statements of Shareholgguity and Comprehensive Loss
Nine months ended September 30, 2008 (Unauc

Accumulated

Additional Other
Common Stock Paid-In Comprehensive Shareholders
Share Amount Capital Income (Loss) Deficit Total Equity
Balance, January 1, 20 26,251,18 $43,855,92 $3,990,71. $ 129,47. $(14,179,19) $ 33,796,91
Loss for the perio — — — — (11,846,30) (11,846,30)
Proceeds from employee equity incentive pl 117,69¢ 68,87¢ — — — 68,87¢
Exercise of stock optior — 31,66¢ (31,669 — — —
Stocl-based compensatic — — 673,04 — — 673,04
Other comprehensive losses, unrealized losses on
available-for-sale sho-term investment — — — (21,719 — (21,719
Balance, September 30, 20 26,368,88 $43,956,47 $4,632,080 $ 107,75. $(26,025,49) $22,670,82

See accompanying notes to interim condensed cdiased financial statements.
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JONES SODA CO. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows
(Unaudited)
Nine months ended September 30, 2008 and

Operating activities
Loss for the perio
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Deferred income ta
Stocl-based compensation expel
Cash provided/used by changes in operating assetisailities:
Accounts receivabl
Taxes receivabl
Inventory
Prepaid expenst
Taxes payabl
Accounts payable and accrued liabilit
Long term liabilities— other
Net cash used in operating activit
Investing activities
Purchase of capital assi
Purchase of other ass:
Sales of sho-term investmen-net

Net cash from investing activitie
Financing activities

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:

Nine Months Ended
September 30,

2008

2007

$(11,846,30) $(1,424,43)
531,36t 670,10
— (1,113,19)
673,04 928,31¢
(196,295 (28,817
(98,68:) (162,43¢)
(1,077,401 (978,67¢)
60,17¢ (992,807
(203,379 (150,14:)
335,25! 599,43
277,92 —
(11,544,28)  (2,652,64)
(325,19 (441,41
(202,45¢) —
9,013,68. _ 6,690,84
9,386,020  6,249,43
(120,42 (84,27%)
68,87¢  1,318,03;
(51,54  1,233,76.
(2,209,80)  4,830,54
17,857,80  13,905,87
$15,648,00 $18,736,41
$ — $ 67273
$ (429,879 $(1,288,74)
$ 32689 $ 591,46

See accompanying notes to interim condensed cdiased financial statements.
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JONES SODA CO. AND SUBSIDIARIES
Notes to Interim Condensed Consolidated Financialt&tements
Nine months ended September 30, 2008 and 2007 (lited)

1.

Nature and continuance of operations

Jones Soda Co. develops, produces, markets, leanskdistributes premium beverages and relatetlpts. Our primary product lines
include the brands Jones Pure Cane Sodahremium soda; Jones 24C™, an enhanced waterdggy Jones Organics™, a ready to
drink organic tea; Jones Energy™, a high energykdiVvhoopAss Energy DrinR, a high energy drink; and Jones Natufala
noncarbonated juice and tea drink. We are a Wasldringprporation and our corporate offices are ledat 234 9' Avenue North,
Seattle, Washington. We have three operating siasid, Jones Soda Co. (USA) Inc., Jones Soda (@ahac., and myjones.com, In
as well as one nonoperating subsidiary, Whoopa¥s [d&

On October 6, 2008, we implemented a reductionarkforce that reduced our staff by approximately63&fter this reduction, our
total headcount was 68. The workforce reduction wedemented in an effort to reduce ongoing opagaéixpenses and improve our
overall efficiency. Severance and termination bignéd the affected employees are not expecte@ tmditerial to our financial results
the fourth quarter of 2008.

On November 5, 2008, our $15 million line of credith KeyBank National Association was terminatégiadiscussions that were
initiated by KeyBank given the current economienaie and our financial condition and operating ltesWe considered different
borrowing alternatives with KeyBank but these alégives would not offer us a net borrowing positionthe line. As a result, we
elected not to pursue such alternatives. We rerdaineompliance with all covenants through the ieation date. We are examining
other financing options, including asset basedilendolutions, to replace the KeyBank facility haltigh there can be no assurance that
we will secure a replacement facility on acceptabtens, if at all.

We believe that our cash and cash equivalentshandash provided by operations will be sufficienimeet our anticipated cash needs
for working capital and capital expenditures throtige end of fiscal 2009. This will depend on obitity to effectively manage our
costs and to generate sufficient cash flow fronratpens, which will depend to a significant extentour ability to meet our revenue
expectations. To achieve this, we are focusing2@® business plan on our higheargin core products, including our Jones Sodas
bottle and 24C business, new higher-margin promhiciductions in 2009, and further cost reducticarg] we intend to continually
monitor and adjust our business plan as necessaegpond to developments in our business, ouretgdnd the broader economy. A
revenue shortfall could deplete our limited finahcesources or cause us to take additional actonsgnage our costs.

If we are unable to generate sufficient cash floowT operations to cover our working capital anditedyexpenditure requirements, we
may need to obtain funds through additional finegcivhich may not be available to us on acceptegstas, if at all.

Significant accounting policies:
(a) Basis of presentatiol

These unaudited interim condensed consolidateddinbstatements have been prepared using genaagpted accounting
principles in the United States of America (“GAARId United States Securities and Exchange Cononi¢$$EC”) rules and
regulations applicable to interim financial repogti The accompanying unaudited interim condensedatwlated financial
statements are prepared in accordance with GAARdubt include all information and footnotes reqdiby GAAP for annual
financial statements. However, in the opinion ohagement, all adjustments (which consist only ofirad recurring adjustments)
necessary for a fair presentation of the resultgpefations for the relevant periods have been nResults for the interim period
are not necessarily indicative of the results t@xgected for the full fiscal year or for any otivgerim period. These financial
statements should be read in conjunction with thrersary of accounting policies and the notes tactivesolidated financial
statements for the year ended December 31, 20@mesded by note 2(d) below, included in our anredrt on Form 10-K.

The condensed consolidated financial statemenhsdadhe accounts of our company and our wholly-@dvsubsidiaries.
Intercompany accounts and transactions have baemated on consolidation.

(b) Use of estimate:

The preparation of the condensed consolidated diabatatements requires management to make a muhbstimates and
assumptions relating to the reported amounts @ftassd liabilities and the disclosure of contirigessets and liabilities at the d
of the condensed consolidated financial statenmsmdshe reported

9
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(d)

amounts of revenue and expenses during the reggréiriod. Significant items subject to such esteaatnd assumptions include,
but are not limited to, inventory valuation, depatxde lives of capital assets, valuation of oth&seds and intangible assets,
valuation allowances for receivables, trade proamliabilities, stock-based compensation expensleiation allowances for
deferred income tax assets and contingencies. Aesalts 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 pronounceme

Effective January 1, 2008 we adopted FASB issue8 RA. 157 entitled “Fair Value Measurements” (“FNB8. 157”). This
statement clarifies the definition of fair valuepimvide greater consistency and clarity on exgstincounting pronouncements that
require fair value measurements, provides a framle¥ew using fair value to measure assets andliiesi and expands disclosut
about fair value measurements. FAS No. 157 wasnedjto be applied for fiscal years beginning alevember 15, 2007 and
interim periods within that year, but FASB StaffsRimn 157-2 defers the effective date of FAS No7 1o fiscal years beginning
on or after November 15, 2008 for all non-finaneia$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 StatemBlat. 157, the Company
has deferred application of SFAS No. 157 untildlsgear 2009, in relation to nonrecurring nonfinahassets and nonfinancial
liabilities including goodwill impairment testingsset retirement obligations, long-lived asset impents and exit and disposal
activities. Effective January 1, 2008 we adoptedSNo. 159 entitled “The Fair Value Option for Fimtgal Assets and Financial
Liabilities—Including an amendment of FASB Statemidn. 115" (“FAS No. 159")FAS No. 159 permits companies to choos
measure many financial instruments and certainrdtims at fair value that are not currently regdito be measured at fair value
and establishes presentation and disclosure regeirts. Unrealized gains and losses on items fochwihie fair value option has
been elected will be reported in earnings. FAS N8 is effective for fiscal years beginning aftenidmber 15, 2007. The
adoption of FAS No. 159 had no significant impattonir 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 collalbtive arrangements and establishes reporting Emeints for transactions
between participants in a collaborative arrangeraadtbetween participants in the arrangement ardigharties. EITF 07-1 will
become effective beginning with our first quarte2009. We are currently evaluating the impacny, of this standard on our
Consolidated Financial Statements.

In May 2008, the FASB issued SFAS No. 162, “Thergfiehy of General Accepted Accounting Principléghis statement
documents the hierarchy of the various sourcesadumnting principles and the framework for selagtine principles used in
preparing financial statements. This statement Blea¢ffective 60 days following the Securities &ahange Commission’s
approval of the Public Company Accounting Oversigbard amendments to AU Section 411, The Meanirigresent Fairly in
Conformity With Generally Accepted Accounting Piles. SFAS No. 162 will not have a material impactour consolidated
financial statements.

In October 2008, the FASB issued Staff Position18@-3, “Determining the Fair Value of a Financias&ét When the Market for
That Asset is Not Active” (FSP 157-3). FSP 157&ifies the application of SFAS 157, which the Camp adopted as of
January 1, 2008, in cases where a market is neeadthe Company has considered the guidance prdigt FSP 157-3 in its
determination of estimated fair values as of Sepwm0, 2008, and the impact was not material.

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. The pomasor obsolete inventory are based on currenketaalue of inventories. Cost is
determined principally using actual cost on a finsfirst-out basis. A significant

10
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change in demand for certain products as compargatécasted amounts may result in the recordiredditional provisions for
obsolete inventory. Provisions for obsolete inventre recorded as cost of goods sold.

September 3C December 31

2008 2007
Finished good $4,869,11 $3,797,88.
Raw material 1,954,17 1,948,00.

$6,823,28i $5,745,88:

4.  Segmented information and export sales:

We have one operating segment, with operationsiguhie first nine months of 2008 primarily in theitéd States and Canada. During
the nine-month period ended September 30, 2008s gakhe United States were approximately $240885(2007—29,132,000), sale
in Canada were approximately $4,717,000 (2007—&40@®), and sales to other countries totaled apmately $415,000 (2007—
$378,000). During the three months ended SepteBhe2008, sales in the United States were apprdgimnd6,745,000 (2007 -
$9,695,000), sales in Canada were approximate§681000 (2007 - $1,939,000) and other countrie® 0D (2007 - $104,000). Sales
have been assigned to geographic locations basttdocation of customers.

During the nine-month period ended September 308 2@venues from one customer represented $5@10y019.8% (2007 —
$5,038,000 or 14.8%) of total revenue. During tire¢-month period ended September 30, 2008, regdrama one customer
represented $882,000 or 10.1% (2007 - $1,800,005%.@%6) of total revenue.

5. Long term liabilities:

Long term liabilities include certain amounts rethto our sponsorship agreement with the Seataaveks, 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 28,46

6. Loss per share:
The computation for basic and diluted loss pereigas follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007

Loss for the perio $(5,259,88) $(1,523,47) $(11,846,30) $(1,424,43)
Weighted average number of common stock outstan

Basic 26,354,17 26,136,56 26,324,27 25,902,07

Dilutive stock option: — — — —

Diluted 26,354,17 26,136,56 26,324,27 25,902,07
Loss per share

Basic $ (0.20) $ (0.06) $ (045 $ (0.0%)

Diluted $ 0.20) % (0.06) $ (0.45) $ (0.0%)

As of September 30, 2008, due to the net losshperiod all outstanding equity options are ailtitite.

7. Stock-based compensation

In 1996, we adopted a stock option plan (the 1986)Rhat provides for the issuance of incentivéd aanqualified stock options to
officers, directors, employees and consultantadidition, in 2002 we adopted a second stock ogtian for the issuance of incentive
and nonqualified stock options to officers, direst@mployees and consultants (the 2002 Plan). {886 Plan and 2002 Plan are
collectively referred to as the “Plans.”) On May, 2806, at the annual shareholders meeting, thelsblalers approved an amendment
to the 2002 Plan to increase the total number of

11
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shares of common stock authorized for issuancengthie life of the plan from an aggregate 3,750 Sitdyres to 4,500,000 shares. The
1996 Plan terminated by its terms on June 18, 20@6no additional options may be granted thereurd@re are no options
outstanding under the 1996 plan. On May 31, 200theaannual shareholders meeting, the sharehdgigreved another amendment to
the 2002 Plan to permit awards of restricted stk the 2002 Plan was renamed as the “2002 Stoti&rOand Restricted Stock Plan.”

Under the terms of our 2002 Plan, our Board of @aEs may grant options or restricted stock to eygés, officers, directors and
consultants. The plan provides for granting of @i or 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 grawtsest over a period of forty-two months, with flist 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

Qutstanding Options

Number of Shares Average Exercise Pric
Balance at December 31, 2C 1,072,73I $ 8.91
Options grante: 658,25( 3.43
Options exercise (87,500 .79
Options cancelle (366,969 9.8:
Balance at September 30, 2( 1,276,51! $ 6.37
Exercisable, September 30, 2( 735,04: $ 6.64
Vested and expected to vi 1,740,04! $ 4.6¢&

(b) Non-vested share:

During the nine months ended September 30, 20@&dard of Directors granted 66,850 shares oficéstt stock to certain employees
and directors under our revised 2002 Stock OptimhRestricted Stock Plan, which was approved bysbareholders in May 2007. No
monetary payment is required from the employeetirectors upon receipt of the restricted stock a@wafhe shares of restricted stock
vest over a period of forty-two months in equal amts every six months. At September 30, 2008, ék#icted stock had an aggregate
intrinsic value of approximately $-0-.

A summary of our restricted stock activity is abdes:

Weighted Grant Weighted Average
Restricted Share: Date Fair Value Contractual Life

Unvested restricted stock at December 31, 2 129,50( $ 10.1Z 3.28 yr¢
Granted 66,85( 3.3C —
Vested (30,680) 8.8¢ —
Stock Cancelle (75,089 2.8¢ —

Balance at September 30, 2( 90,58¢ $ 6.5% 2.61 yre

(c) Stock-based compensation expen

We account for stock-based compensation in accosdaith Financial Accounting Standards Board (“FABBtatement 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:

12



Table of Contents

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Stock options $208,23. $335,50! $571,82¢ $868,31¢
Restricted stoc 134,91¢ 59,49t 101,21° 60,00(

$343,15( $395,00( $673,04! $928,31!

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

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optitcimg 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 ogdrased 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 Ended Nine Months Ended
September 30, September 30,

2008 2007 2008 2007
Expected dividend yiel — — — —
Expected stock price volatilil — 55.(% 71.1% 55.(%
Risk-free interest rat — 4.% 2.7% 4.9%
Expected term (in year — 2.7¢ 4.t 2.7¢
Weightec-average grant date f-value $ — $ 48¢ $1.97 $ 4.8¢

SFAS 123R also requires that we recognize compensatpense for only the portion of stock optionsestricted stock that is expec

to vest. Therefore, we apply estimated forfeitates that are derived from historical employee ilestion behavior. If the actual
number of forfeitures differs from those estimabgdnanagement, additional adjustments to stockedasmpensation 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% to 85.7% on outstanding stock aptand restricted stock. We also
cancelled 12,857 unvested shares of restrictedt $toone of our directors. At September 30, 2@88,unrecognized compensation
expense related to stock options and unvestedateskistock was $1,838,000 and $677,000, respégtiwhich are to be recognized
over weighted-average periods of 2.43 years arntly&6rs, respectively.

8. Income Taxes:

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

The determination of our provision of income taaesd valuation allowances requires significant judgtnthe use of estimates, and the
interpretation and application of complex tax laivs.the extent management believes it is moreylikgn not that we will not be able
to utilize some or all of our deferred tax assetsrfo their expiration, we are required to esttblaluation allowances against that
portion of deferred tax assets. We analyze theatian allowances on our deferred taxes on a quptiasis.
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9. Commitments and contingencie:
Commitments
Payments Due by Period
More than 5
(Dollarsin Thousands) Total Less than 1 Yea Years 2 -3 Years 4 -5 Years
Purchase Obligations and Capital Expenditure Comarits $25,37: $ 4,36( $14,72: $ 4,22] $ 2,06/

During the nine months ended September 30, 200Badecommitments aggregating approximately $25,318,8xcluding our

operating and capital lease obligations, whichespnt commitments made by us to various supplfe@mmaterials and finished
goods; commitments to co-packers for productioriggant; commitments under our Sponsorship Agreesnith the Seattle
Seahawks and the New Jersey Nets in exchange d¢tuséxe beverage rights for certain soft drinkQatest Field and the proposed new
arena in Brooklyn, New York, as well as sighage/estising and other promotional benefits to enhamaebrand awareness; and
commitments under our supply agreement relatifgHARMA GABA to purchase raw materials through tinel ef the term of the
agreement in July 2010. These obligations vargims and commit us to payments from 2008 to 2014.

Legal proceedings

On September 4, 2007, a putative class action aintplas filed against us, our then serving chxefcaitive officer, and our then
serving chief financial officer in the U.S. DistriCourt for the Western District of Washingtongagiing claims under Section 10(b) and
20(a) of the Securities Exchange Act of 1934, asratad, and Rule 10b-5 promulgated thereunder. ase is entitled Saltzman v.
Jones Soda Company, et al., Case No. 07-CV-1366-&81 purports to be brought on behalf of a cldggiochasers of our common
stock during the period March 9, 2007, to Augu2@)7. Six substantially similar complaints subsedly were filed in the same court,
some of which alleged claims on behalf of a cldgsuochasers of our common stock during the pelodember 1, 2006, to August 2,
2007. Some of the subsequently filed complaintseddts defendants certain current and former direeted another former officer of
the Company. The complaints generally alleged timta of federal securities laws based on, amohgrdhings, false and misleading
statements and omissions about our financial reamnidl business prospects. The complaints sougpecified damages, interest,
attorneys’ fees, costs, and expenses. On Octoh@0P&, these seven lawsuits were consolidatedsamyke action entitled In re Jones
Soda Company Securities Litigation, Case No. 02-866-RSL. On March 5, 2008, the Court appointedeRoBurrell lead plaintiff in
the consolidated securities case. On May 5, 20@8lelad plaintiff filed a First Amended Consolidhteomplaint, which purports to
allege claims on behalf of a class of purchasemioftommon stock during the period of January2D0,7, to May 1, 2008, against the
Company and Peter van Stolk, our former Chief EtteeOfficer, former Chairman of the Board, andreat director. The First
Amended Consolidated Complaint generally allegetations of federal securities laws based on, amathgr things, false and
misleading statements and omissions about our s with retailers, allocation of resources, lhnsiness prospects. Defendants
filed a motion to dismiss the amended complainfaly 7, 2008. The motion has now been fully brieded was submitted for
consideration in early October 2008. The Courtr@tsyet scheduled a hearing date for oral argurmethe motion to dismiss.

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 emaent 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 proicggsdn the consolidated Cramer
Action until all motions to dismiss in the consailtdd 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.

On August 27, 2008, Advanced Business Stratedex$ é Complaint for Damages against us in the @it@aurt for the State of Oregon
for breach of contract and breach of implied conemh good faith and fair dealing, seeking damagesxcess of $1.1 million.
Advanced Business Strategies has alleged that wejperly terminated their agreement to provide itk gertain sales and marketing
services. On October 1, 2008, we filed a NoticRefmoval from the State Court to the United Statistriot Court, District of Oregon.
Our answer to the claims was filed on October 832@ve asserted that Advanced Business Strategjindreach of the agreement and
has failed to mitigate its alleged damages. We exghés litigation will go to trial in late 2009 aarly 2010.

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 operatofigancial condition, subject to the
limits of our insurance policies.

We are involved in various other claims and legdiloms arising in the ordinary course of businegsduding proceedings involving
product liability claims and other employee clairasd tort and other general liability claims, fdnieh we carry insurance, as well as
trademark, copyright, and related claims and legtibns. In the opinion of our management, thenate disposition of these matters
will not have a material adverse effect on our ctidated financial position, results of operatiandiquidity.
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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@sttereto included in our Annual
Report on Form 1-K, which was filed with the Securities and Excte@gpmmission 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 idefaifvard-looking statements by
terminology such as “believe,” “expect,” “intend,"anticipate,” “estimate,” “may,” “will,” “should,” “plan,” “predict,” “could,”

“future,” “target,” variations of such words, andimilar expressions. These statements are only ptieds. Actual events or results may
differ materially. In evaluating these statememts) should specifically consider various factorgluding the risks outlined at the beginning
of this report under “Cautionary Notice Regardingiward-Looking Statements” and in Iltem 1A of ourstt@cent Annual Report on Form
10-K filed with the Securities and Exchange Comimmissl hese factors may cause our actual resultiffer materially from any forward-
looking statements. Except as required by law, maertake no obligation to publicly release any séas to these forward-looking
statements that may be made to reflect eventg@rrostances after the date hereof or to reflectobeurrence of unanticipated events.

”u ” o, ”ou " ou

Overview

We develop, produce, market and distribute “New"Aqe'Premium” beverages. We currently produce, ketiand 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 Drirk, a citrus energy drink; and
. Jones Natural®, a non-carbonated juice & tea.

We currently sell and distribute our products tlyloout the United States, Canada and Australia gtrawr network of independent
distributors (our “Direct Store Delivery” channel, DSD) and our national retail accounts (our “Dir€o Retail’channel, or DTR), as well
through licensing and distribution arrangements.

In 2007, we entered the carbonated soft drink mdE&8D) with the introduction of 12-ounce cans @fids Pure Cane Soda, which are
manufactured and distributed by National BeveraggQOn grocery and mass merchant channels in tBe plrsuant to an exclusive
agreement we entered into with National Beveradgeiptember 2006. Through this arrangement, weifgentd 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, atisiilg and promotion. Using concentrate supplieddyes, National Beverage both
manufactures and sells on an exclusive basis thaupts directly to retailers. National Beverageeigponsible for the manufacturing, delivery
and invoicing of the sales of our products in tthiannel.

With respect to our DSD channel, we have focusedales and marketing resources on the expansbpeametration 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 oupkrsstrated markets consisting of the NortheastSmheast U.S. and Eastern Canada.

We launched our DTR business strategy in 2003casrgplementary channel of distribution to our DS@rmhel. Through these
programs, we negotiate directly with national fetai, primarily food service-based businessesatoy@ur products, serviced through the
retailer’s appointed distribution system. Our DTiRenel customers include, but are not limited @rn@s & Noble, Panera Bread Company,
Target Corporation, Cost Plus, Ruby Tuesday, Sugler\Inc., Alaska Airlines and Sam’s Club.
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Critical Accounting Estimates and Policies

The discussion and analysis of our financial caoditind results of operations is based upon ousaatated financial statements,
which have been prepared in accordance with ace@uptinciples generally accepted in the United&taThe preparation of these financial
statements requires us to make estimates and judgriat affect the reported amounts of 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 acits, the salability of inventory and the usefué$ of tangible and intangible assets,
valuation allowances for receivables, trade proomstj stockhased compensation expense, valuation allowanceeferred income taxes a
liabilities and contingencies. The brief discusdi@fow 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 thaselieve to be reasonable under the circumstativesesults of which form our basis for
making judgments about the carrying values of asmad 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 auelfiorward-looking in nature, and are
subject to many risks and uncertainties, includivgse discussed below and elsewhere in this Reardo 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 businessrapiens and the understanding of
our results of operations. This is not a complisteof all of our accounting policies, and thereyrba other accounting policies that are
significant to us. For a detailed discussion onapglication of these and our other 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 Déxeer31, 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
product quality issues, we may take back product.

With respect to our CSD channel, we recognize negdrom the sale of concentrate to National Bevei@grp. on a gross basis and
recognize revenue upon receipt of concentrate liphil Beverage. The selling price and terms of sélconcentrate to National Beverage
are determined in accordance with our manufactuaimydistribution 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 instancesgedo product quality or other custom package comerits, 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 (“EJT$Sue No. 01-9, Accounting
for Consideration Given by a Vendor to a Custoneel(ding a Reseller of the Vendor's Products). &ally, 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 aetbaiza reduction of revenue over the term of ttemgement. Typically, we amortize
slotting fees over a period not exceeding 12 mositiigect to recoverability consideration. We eviduhe recoverability of any deferred
slotting fees on a quarterly basis.

Cash consideration and promotion allowances (irietudlotting fees) that we pay to customers orritlistors are accounted for as a
reduction of revenue when expensed or amortizediirstatements of operations. For the nine-month
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period ended September 30, 2008, our revenue wased by approximately $4,309,000 (2007-$1,653,00@narily on account of
promotion allowances, slotting fees and cash cenatins.

We entered into a Sponsorship Agreement with Fdattmathwest LLC (d/b/a Seattle Seahawks) and Rr§oal, Inc. on May 22,
2007 and with Brooklyn Arena LLC and New Jerseyd\@asketball, LLC on November 8, 2007, both of vathpcovide 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 thefidéle benefits including signage, advertising aider promotional benefits based on tl
fair value and are recognizing such costs in prasnand selling expenses based on our existingy&dir such expenses.

Allowance for Doubtful Accounts; Bad Debt Reserve

We routinely estimate the collectability of our aants receivable. We analyze accounts receivaldtarital bad debts, customer
concentrations, customer credibrthiness, current economic trends and changesricustomer payment terms when evaluating theusis
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 beverayestry 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. In light of current economic conditiows increased our allowance for doubtful accobyt$100,000 or 72% in the third quarter
of 2008.

Additionally, if we receive notice of a disputedeévable balance, we accrue such additional amasiate determine is reflective of the
risk of noncollection. In considering the amounbafl debt allowance we rely heavily on our histwirmo 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, as noted above, we will
change our estimates as we assess the effectwrguda in the economy may have on collections ifage a greater concentration of our
receivables from fewer customers. In such evergsmay be required to record additional chargesweicthis exposure. Material differences
may result in the amount and timing of our bad deipenses for any period if we made different judgta or utilized different estimates.

Inventory

We hold raw materials and finished goods invengynehich are manufactured and procured based osabes forecasts. We value
inventory at the lower of cost or estimated nelizahle value, and include adjustments for estimhatesolescence, on a first in-first out basis.
These valuations are subject to customer acceptpla®med and actual product changes, demandédaguadtticular products, and our estim:
of future realizable values based on these foredattmands. We regularly review inventory detaddétermine whether a write-down is
necessary. We consider various factors in makirsgdétermination, including recent sales historgt predicted trends, industry market
conditions and general economic conditions. Thewarhand timing of write-downs for any period coaltange if we make different
judgments or use different estimates. We also ohéter whether an allowance for obsolescence is redun products that are over 12 mo
from production date. During the nine months enSepdtember 30, 2008, we increased inventory obstescprovisions for discontinued r
material and finished goods. At September 30, 200&ad an inventory obsolescence provision of apprately $950,000 ($565,000 at
December 31, 2007).

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 maiehaEnges to our provision for income taxes.

During the fourth quarter of fiscal 2007, we comted that it was appropriate to record a charggpfaimately $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 in8r
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operations. In accordance with the relevant acéogmuidance, we considered future projections &.ppretax income as a material factor in
our analysis of the realizability of our net U.8fetred tax assets. Nonetheless, it was difficutitercome the cumulative losses and, thus
continue to establish a full valuation allowancaiagt our net U.S. deferred tax assets. This igdltige fact that the relevant accounting
guidance puts more weight on the negative objeeiwdence of cumulative losses in recent years thepositive subjective evidence of
future projections of pretax income. We analyzerdadizability of our deferred tax assets on a tprr basis, but reasonably expect to
continue to record a full valuation allowance otufe U.S. tax benefits until we sustain an appadprievel of taxable income through
improved U.S. operations and tax planning stratedi® valuation allowance was recorded for defetagdhssets recorded in the Canadian
subsidiary, as this subsidiary remains profitable.

We adopted the provisions of Financial Accountitgn8ards 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 talilities are adequate for all open years
based on an assessment of many factors includstgegperience and interpretations of tax law agpiiethe facts of each matter. Therefore,
no reserves for uncertain income tax positions teeen recorded for the nine months ended SepteB@h@008 pursuant 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 amoulussffrom such contingencies. An accrual is malenit is probable that a liability has
been incurred or an asset has been impaired aradrtbant of loss can be reasonably estimated. Weaaecliability and charge to operations
for estimated costs of adjudication or settlemeak @nasserted claims existing as of the balancet slate.

As of September 30, 2008, no loss contingencies baen accrued for any lawsuits to which we arartypas we are unable to predict
the outcome of these cases. An adverse court detgian in any of these actions against us coudltén significant liability and could have
a material adverse effect on our business, regstitiperations or financial condition, subject te thmits of our insurance policies.

Stock-based Compensation

We adopted Statement of Financial Accounting Statalbo. 123R, “Share-Based Payment” (SFAS 123R)gube modified
prospective transition method in 2006. Under thithnd, stock-based compensation expense is re@afusing 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 whtimpes could be materially impacted. During therter ended June 30, 2008, as a result
of the departure of certain employees and directeesncreased our estimated forfeiture rate frd® o a range of 13% to 85.7% on
outstanding stock options and restricted stock.

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 approveanyhareholders 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 recognizeeb@ense over the requisite service period. Notgraare made in the quarter ended
September 30, 2008.

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.
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Results of Operations for the Three and Nine month&nded September 30, 2008

Revenue
Three Months Ended Nine Months Ended
September 30, September 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Gross Revenue (: $9,73( $13,047 -25.2% $34,09¢ $35,58¢ -4.2%
Less: Promotion allowances and slotting fees (1,046 (1,310 -20.2% (4,309 (1,657 160.1%
Net Revenut $8,68/ $11,737 -26.(% $29,787 $33,93: -12.2%

(1) Gross revenue, which excludes the impact dfistpfees and promotional allowances, is a non-GAkancial 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 nevé@nused by management to monitor operating pegoce, including in comparison
to prior years, as it allows evaluation of saledqgrenance before the effects of any slotting fees promotional items. We believe that
the presentation of gross revenues provides usdgrmation to investors because it allows a maneprehensive presentation of the
Company'’s operating performance. However, grossmess should not be used alone as an indicatgreshiing performance in place
of net revenues. Gross revenues may not be realizbe form of cash receipts as slotting fees @noanotional payments and
allowances may be deducted from payments receioed dustomers. This table reconciles gross revetwest revenue:

(2) Although the expenditures described in thie tem are determined in accordance with GAAP andtrGAAP requirements, the
disclosure thereof does not conform with GAAP pnéation 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 September 30, 2008 veniues were $8,684,000, a decrease of $3,053)026,0%, from $11,737,000 in
net revenues for the three months ended Septerib@087. The decrease in net revenues over the garioe of the prior year was primar
attributable to a decrease in DTR channel saldh, twe loss of certain Jones Soda business at Veal-&hd lower Sams’Club business vers
the prior year, as well as lower DSD channel sdles.decrease in net revenues in the DTR chanmiglgdihe quarter ended September 30,
2008, was somewhat offset by gains from our agreeaeethe exclusive supplier of canned soda tok&l#srlines. Revenues in our DSD
channel decreased compared to the same three-pemdid of the prior year, primarily due to loweimhents of Jones Soda in the Midwest
and Northeast, with some of this decrease offsétdrngases in shipments to Eastern Canada. Additigmevenue in the third quarter of 2(
included sales of 16-ounce singlerve cans for which there were no comparable ga2308, as we discontinued this product. Increasese
sales in Eastern Canada are due to new produdrptat arrangements with Loblaws, a Canadian graterg chain. We believe the decline
in sales of our 12-ounce bottles in the Midwesiru2008 may be attributable to the introductiori@founce cans in those regions. Our
Eastern region was negatively impacted by the teatiun of a seasonal sales program at BJ's Whagegddich was in place in 2007.

For the three-month period ended September 30,,2008jross revenue was reduced by $1,046,000cdpmmotion allowances,
compared to a reduction on account of promoticowadhces of $1,310,000 in the comparable three-mpariiod in 2007. The decrease in
promotion allowances in the third quarter of 200&pared to the same period of 2007 was the rekldiver sales, as promotion allowances
are generated by sales.

For the nine months ended September 30, 2008emehues were approximately $29,787,000, a decdad®g 145,000, or 12.2%, over
the approximately $33,932,000 in net revenueshfemine months ended September 30, 2007. The decireaet revenues over the same
period of the prior year was primarily attributabdean increase in promotion allowances and sipties in the first two quarters of 2008.
decrease in net revenues over the same perio@ @frir year was also attributable to decreaseemas in our DSD channel and decreased
sales of concentrate to National Beverage Cormétliscussed below).

Revenues in our DSD channel decreased in thenfinstmonths of 2008 compared to the same peridideoprior year, primarily due to
lower shipments of Jones Soda glass bottles, arsdles of 16 ounce cans, which had contributedlassn 2007. We believe the decrease in
case sales in the DSD channel in the first threetgqrs of 2008 was also due to the reduction @ dbslistribution points at some key retailers
(including Speedway, Fred Meyer and Alberstons)tdugow sales and the introduction of our 12-ouceres (which we believe had a
negative impact on sales of our Jones Soda
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glass bottles). These decreased case sales wégedlypaffset by increased shipments to Canada,2d@ launch late in 2007, which
contributed to 2008 sales, and the addition of retailers and the implementation of new retail@&gpams.

Revenue in our DTR channel in the first nine morh2008 held steady compared to the same perititegbrior year. Primary
contributors to DTR revenue in 2008 are Alaskaid@$ and Sam’s Club. We were selected by Sam’s &ubVolume Producing ltems
(VPI) partner for 2008, under which we expectetddwe opportunities for enhanced in-store placeraedtpromotions. This selection
positively impacted our sales to Sam’s Club infthe and second quarters of 2008, as we commesttigdhents under this program.
However, during the second and third quarters 682@am’s Club reduced the number of stores cayidames Soda under the VPI program.
As a result, our sales to Sam'’s Club under theprBgram have had a lesser than planned positivadhip the third quarter of 2008. Our
status as a VPI partner does not guarantee anynmmisales levels and could be terminated or fultheted at any time, so there can be no
assurance regarding the level of revenue that Weyernerate under this program. Alaska Airlines &aain’s Club’s sales helped offset
reduced revenue from Wal-Mart. Wal-Mart has distwrgd carrying Jones Soda 12-ounce bottles (alth@uzpntinues to carry the 12-ounce
can), which negatively impacted revenue in the hBnnel during the second and third quarters 08200

Our concentrate sales to National Beverage deatéaghe third quarter and first nine months of 2@@er the comparable periods in
2007. New concentrate shipments in the secondeuafr2008 relating to our national launch of JoBet and Jones Lemon Lime, which
were in addition to shipments of our traditionaMibrs, were strong. However, concentrate saldseifiitst and third quarters of 2008 were
lower, due to existing inventory levels, than ie 8ame periods of 2007 when we launched our Jamssmationwide. In the future, we expect
National Beverage to order concentrate for varftawors based on its production needs and invermsls, as they already have suffici
inventory of most of our traditional and new flasdor current orders and will only re-order basadlemand.

For the ninemonth period ended September 30, 2008, our gressiue was reduced by $4,309,000 on account of gfomallowance:
and slotting fees, compared to promotion allowargesslotting fees of $1,653,000 in the comparabie-month period in 2007. We
incurred increased promotion allowances and shpfiées primarily in the CSD channel and, to a leszéent, the DSD channel, in the first
two quarters of 2008 to activate placement and ptams related to additional distribution of our@8usiness along with specific new
distribution points of 24C in the U.S. and Joned&sglass bottles in Canada.

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) toouerretailers. This does not change our revenuwgnrétion policy. These are finishi
goods bearing our trademarks where we provide miagkesupport and from the sale of which we deriger®mic 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 tilees and distributors through our DSD and DTRneteds for the nine months ended
September 30, 2008, expressed as 288-ounce equicakes, were 2,416,000. This is a decrease @0Q tases, or 0.7%, over total
comparable case sales for the same period in ZD@hg the first nine months of 2008, total casesaf Jones-branded finished products
sold directly by National Beverage to retailerstia CSD channel were 1,864,000, a decrease of 1&@@¥%pared to 2,226,000 for the same
period in 2007. This decrease was primarily attabie to the loss of our business at Winco in itg §uarter of 2008 (which accounted for
sales of approximately 214,000 cases in the ningtimscended September 2007), and a decrease ofxapptely 607,000 cases at Wal-Mart
compared to the same period of the prior year duis discontinuation of carrying the Jones Sodad2ce bottles.

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 Bayer&Ve recognize revenue from these sales upoipt@fehe concentrate by National
Beverage in accordance with our revenue recognjt@ity. Case sales of concentrate to National Beye and total cases of finished
products sold by National Beverage to retailersi¢iviare discussed above) are not necessarily dgaivduring any given period. Factors
such as seasonality, National Beverage invent@agtimes, timing of price increases, new producbuhictions, retailer demand and changes
in product mix can
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impact unit case volume and concentrate sales amdreate differences between sales of conceffiyats and sales of finished products to
retailers by National Beverage.

Consolidated case sales of concentrate to NatBenadrage for the nine months ended September 88, 2&pressed as 288-ounce
equivalent cases, were approximately 1,366,006 iBha decrease of 1,211,000 cases, or 47.0%taatcase sales for the comparable nine-
month period in 2007, resulting primarily from docreased shipments to National Beverage in 20@#talthe introduction of new flavors
and the fact that we did not ship any significanbant of concentrate to National Beverage in tra ind third quarters of 2008, as discussed
above.

288-ounce equivalent case sales by Jones Soda

Three Months Ended September 30, Nine Months Ended September 30,

2008 2007 Change 2008 2007 Change
Finished products case sales to DTR and DSD chs 712,30¢ 890,36¢ -20.(% 2,416,20. 2,433,00 -0.7%
Concentrate case sales to National Beve 314,70: 676,69 -53.5% 1,365,78 2,577,111 -47.(%

288-ounce equivalent case sales by National Bevegag

Three Months Ended September 30, Nine Months Ended September 30,
2008 2007 Change 2008 2007 Change
Jones branded finished products case sales byrdhB@veragt 690,49: 910,60¢! -24.2% 1,864,39' 2,226,31! -16.2%
Gross Profit
Three Months Ended September 30, Nine Months Ended September 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Gross profit $ 96¢€ $ 3,36% -71.2% $5,86¢ $11,16: -47.4%
Percentage of Reven 11.1% 28.6% 19.7% 32.%%

For the three-month period ended September 30,,208s profit decreased by approximately $2,39¥,6071.3%, over the
approximately $3,362,000 in gross profit for theethmonth period ended September 30, 2007. Fahtbe-month period ended
September 30, 2008, gross profit as a percentagevenue decreased to 11.1% from 28.6% for the ecaipe period in 2007. The decrease
in gross profit for the quarter was primarily ditriable to lower sales of Jones Soda productsigaasbed above) recorded in the quarter,
along with an increase in the provision for inveptobsolescence by $626,000 for aged inventory.

For the nine-month period ended September 30, 2§108s profit decreased by approximately $5,293@007.4% over the
$11,162,000 in gross profit for the nine-month péended September 30, 2007. For the nine-monitbcbended September 30, 2008, gross
profit as a percentage of revenue decreased t&4dl®om 32.9% for the comparable period in 2007. diberease in gross profit is primarily
attributable to lower sales of Jones Soda prodiratsgased promotion allowances recorded in ths¢ fiivo quarters (as discussed above), and
overall increased freight costs caused by the Nibfah the commodity markets and the shutdowroof St. Louis co-packer, which in turn
resulted in longer shipping distances to our custsnn the Midwest and Southeast.

Licensing Revenue

Three Months Ended September 30, Nine Months Ended September 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Licensing revenu $ 43 $ 87 -50.f% $ 15z $ 281 -45.9%
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Licensing revenue during the third quarter of 20068sisted primarily of our exclusive licensing agaments with Big Sky Brands for
Jones Soda Flavor Booster Hard Candy. For the-thiaeh period ended September 30, 2008, we recedyadty payments of
approximately $43,000, a decrease of 50.5% compar$87,000 earned in the same period of 2007thHenine-month period ended
September 30, 2008, we received royalty paymenéppfoximately $152,000, a decrease of 45.9% cosdpar$281,000 earned in the same
period of 2007. We believe licensing revenue wasrddue to the negative impact on sales resultiognfthe economic downturn.

Total Operating Expenses

Three Months Ended September 30, Nine Months Ended September 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Promotion and sellin $ 3,481 $ 4,27¢ -18.6€% $ 9,967  $10,10¢ -1.3%
General and administrati 2,72¢ 1,84: 47.&% 7,80¢ 4,94( 58.1%
Total operating expens $ 6,208 $6,11¢ 1.4% $17,77¢  $15,04« 18.2%
Percentage of reveni 71.5% 52.1% 59.7% 44.2%

Total operating expenses for the three-month pestmted September 30, 2008 were $6,205,000, areseia $86,000, or 1.4%, over
operating expenses of $6,119,000 for the threedmpatiod ended September 30, 2007. For the thregmperiod ended September 30,
2008, total operating expenses as a percentagw@fiue increased to 71.5% from 52.1% over the coabfmperiod in 2007. The increase in
total operating expenses was primarily attributablan increase in costs related to employee cosgpiem, offset by a decrease in selling
expenses.

Total operating expenses for the nine-month pegitded September 30, 2008 were $17,776,000, aresed $2,732,000 or 18.2%
over operating expenses of $15,044,000 for the-miaeth period ended September 30, 2007. For theemionth period ended September 30,
2008, total operating expenses as a percentagwefue increased to 59.7% from 44.3% over the coabpaperiod in 2007. The increase in
total operating expenses was primarily attributablan increase in costs related to employee cosgiem, marketing expenses, and legal
accounting fees. These increases were offset bglction in stock compensation expense resultimg ft change in estimate as a result o
departure of employees and directors during therskquarter of 2008.

Changes in promotion and selling and general andrasitrative expenses are explained in greatetildetbow.

Promotion and selling expenses

Three Months Ended September 30, Nine Months Ended September 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
Promotion and sellin $3481 $4,27¢ -18.6% $9,967  $10,10¢ -1.3%
Percentage of reveni 40.1% 36.4% 33.5% 29.8%

Promotion and selling expenses for the three maenkded September 30, 2008 were $3,481,000, repiegendecrease of $795,000
over promotion and selling expenses of $4,276,00@he three-month period ended September 30, Z@rotion and selling expenses as a
percentage of revenue increased to 40.1% for tleetmonth period ended September 30, 2008 fron¥@6ver the comparable period in
2007. The decrease in total promotion and selliperses was primarily attributable to a consolaatf our sales management team, offset
somewhat by additional brand building expensesriecduring the quarter and the continuation ofranodel market initiative, which
includes deep regional market sales support, getbelected regions.

Promotion and selling expenses for the nine moatided September 30, 2008 were $9,967,000, a dearé$436,000 over promotion
and selling expenses of $10,103,000 for the ninatimperiod ended September 30, 2007. Promotiorsaltidg expenses as a percentage of
revenue increased to 33.5% for the nine-month derialed September 30, 2008 from 29.8% over the amhfe period in 2007. This
decrease in promotion and selling expenses isaagdduction in trade spending offset by increageuhding on marketing campaigns. Also,
salaries were up as a result of having 64 employesales and marketing at September 30, 2008 s&isemployees at September 30, 2007.

23



Table of Contents

Our sales salaries for the nine-month period irsgdalue to an increase in the number of sales@usitis well as the introduction of
new regional sales representatives for our modeketanitiative. On October 6, 2008, we reduced sales and marketing staff by 48% to 33
employees. This decrease in sales workforce isateg@eao lower our promotion and selling expensesgyforward. See discussion under
“Subsequent Events” in this report for a descriptid this reduction in force.

General and Administrative Expenses

Three Months Ended September 30, Nine Months Ended September 30,
(Dollarsin Thousands) 2008 2007 Change 2008 2007 Change
General and administratiy $2,72¢ $1,84: 47.6% $7,80¢ $4,94( 58.1%
Percentage of reveni 31.4% 15.1% 26.2% 14.€%

General and administrative expenses for the threetimperiod ended September 30, 2008 were $2,724,8presenting an increase of
$881,000, or 47.8%, compared to $1,843,000 fothtee-month period ended September 30, 2007. Gearetaadministrative expenses as a
percentage of revenue increased to 31.4% for tiee tmonths ended September 30, 2008 from 15.7%daromparable period in 2007. The
increase in general and administrative expensesiu@so an increase in administrative salariestemetfits (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, as well as transition payments toigus\executives).

General and administrative expenses for the mpeth period ended September 30, 2008 were $7,809 increase of $2,869,000
58.1%, compared to $4,940,000 for the nine-montlodeended September 30, 2007. General and adnaitivgt expenses as a percentage of
revenue increased to 26.2% for the nine-monthsceBaéptember 30, 2008 from 14.6% for the companadiiod in 2007. The increase in
general and administrative expenses was due tocagase in legal fees (primarily related to ourang securities litigation and to executive
transition matters), accounting fees, insuranceeses (primarily related to higher premiums) andiattrative salaries and benefits (due
primarily to additional compensation paid to ourélixecutive Officer and our Chief Operating Officand to increased headcount in the
Operations and Finance departments, as well asitimnpayments to previous executives).

Interest/Other income, net

For the three-month period ended September 30,,20@8est/other income was approximately $66,08@mared to interest/other
income of approximately $492,000 in same periodldA7. The decrease in interest income/other inomatedue to lower levels of cash and
short-term investments and lower levels of effextivterest rates compared to the same period iwi.200

For the nine months ended September 30, 2008¢sttercome was approximately $301,000, comparauteoest income of
approximately $1,350,000 in the same period in 200ié decrease in interest income/other incomeduago decreased interest income due
to lower levels of cash and short-term investmants lower levels of effective interest rates coragap the same period in 2007.

Income taxes

Provision for income taxes for the three and niratins ended September 30, 2008 were approximat&,800 and $392,000,
respectively. This compares to a tax benefit ofrapmately $654,000 and $827,000 for the same coafyba periods in 2007.

The tax provision for the three and nine monthsen8eptember 30, 2008 relates to the tax provimmimcome from our Canadian
operations, as this subsidiary’s income remainyg fakable. No tax benefit is recorded for the lossur U.S. operations as we have recorded
a full valuation allowance on our U.S. net defet@dassets. We expect to continue to record avélllation allowance on our U.S. net
deferred tax assets until we sustain an approgdasate of taxable income through improved U.S. agfiens.
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Our effective tax rate is based on recurring fagtorcluding the forecasted mix of income beforeain various jurisdictions, estima
permanent differences and the recording of a fillation allowance on our U.S. net deferred tartass

Net Loss

Net loss for the three and nine months ended Sdymes0, 2008 was approximately $5,260,000 and 881080, respectively. This
compares to net loss of approximately $1,523,0@D$47424,000, respectively, for the three and nioaths ended September 30, 2007. The
increase in net loss for the comparable periodsduago lower sales of Jones Soda products, inegga®motion allowances in the DTR,
DSD and CSD channels, provisions for discontinumeemtory, increased freight costs, increased salanicurred in sales and administration,
and increased marketing expenses, legal fees aodmting fees. Each of these factors is discussgdeiater detail above.

Liquidity and Capital Resources

We have accumulated a deficit of approximately $26,000 as of September 30, 2008, an increasepob@mately $11,846,000 from
the same period in 2007. This increase is duetttbases from operations that we have incurrecighef the last four fiscal quarters. During
these periods, we have used a significant amouotioash resources to fund our net losses andingpdapital requirements.

Cash, cash-equivalents and short-term investmests approximately $15,648,000 as of September(@I8,2Zompared to
approximately $27,793,000 as of December 31, 28@7 cash used in operating activities was approtem&11,544,000 for the nine-month
period ended September 30, 2008, primarily duautdass from operations and an increase in workaggjtal items such as inventory and
accounts receivable. The increase in inventoryestd seasonal buildup of inventory. Investing\aiiéis provided approximately $9,386,000
for the nine-month period ended September 30, 2008arily due to the sale of short-term investnseitet cash used in financing activities
was approximately $52,000 for the nim@nth period ended September 30, 2008, and codsiftepayment of capital lease obligations of
by proceeds from the exercise of stock optionsofASeptember 30, 2008, we had working capital greximately $20,490,000, compared to
working capital of approximately $31,483,000 aPetember 31, 2007. This decrease in working capial primarily due to net cash usel
operating activities of approximately $11,544,089 noted above.

We believe that our cash and cash equivalentsnandash provided by operations will be sufficienieet our anticipated cash needs
for working capital and capital expenditures throtige end of fiscal 2009. This will depend on obility to effectively manage our costs and
to generate sufficient cash flow from operationkich will depend to a significant extent on ourlidypko meet our revenue expectations. To
achieve this, we are focusing our 2009 businesstaour higher-margin core products, including dames Soda glass bottle and 24C
business, new higher-margin product introduction®0d09, and further cost reductions, and we intermbntinually monitor and adjust our
business plan as necessary to respond to develtgmesur business, our markets and the broaderoaep. In addition, we have taken act
in the fourth quarter of 2008 to reduce our cogtgiplementing a reduction in our workforce of apgdmately 38%, which we project will
save an estimated $2.6 million in expenses on aoaized basis. A revenue shortfall could depletelionited financial resources or cause us
to take additional actions to manage our costs.

If we are unable to generate sufficient cash floowT operations to cover our working capital anditedyexpenditure requirements, we
may need to obtain funds through additional finegcivhich may not be available to us on acceptegstas, if at all. In this regard, as
described below under Part 11, Item 5 of this répouar $15 million line of credit with KeyBank Natial Association was terminated on
November 5, 2008, so we no longer have this fadlitailable to us to fund any cash flow shortfall&e are examining other financi
alternatives, including asset based lending saistito replace the KeyBank facility. However, thea@ be no assurance that we will secure a
replacement facility on acceptable terms, if gtgirticularly in light of the current economicrakite and our financial condition and result:
operations. Accordingly, in addition to our effottssecure a replacement credit facility, we intemdxplore various strategies to secure any
necessary additional financing, which may includighout limitation, public or private offerings afebt or equity securities, joint ventures
with one or more strategic partners and otheresjiatalternatives. There can be no assurance thaffrts in this regard will result in any
agreements or transactions. In addition, any issiahadditional
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equity or equity-related securities will dilute tbenership interest of existing shareholders andsswance of debt securities could increase
the risk or perceived risk of an investment in company.

If we are unable to generate sufficient cash floonf operations, or to obtain funds through addéldmancing, our operations could be
severely limited and we may not be able to implenoen business plan in a timely manner or at althiat case, we may be forced to delay,
curtail or eliminate some or all of our product dlmpment, marketing or distribution programs oreotaspects of our operations. Any of th
measures could materially adversely affect ourrmss, results of operations and financial position.

Accounts receivable increased from December 317 20@eptember 30, 2008 from approximately $4,4¥%§0 approximately
$4,671,000. This increase was due to a seasomabse in shipments taking place during the thimrigu. Accounts payable increased from
December 31, 2007 to September 30, 2008 from appadely $6,993,000 to approximately $7,363,000sThcrease was due primarily to
outstanding GST taxes and severance payments.

Various class action lawsuits and derivative dugtge been filed against us and certain directadsofficers as of September 30, 2008.
We are unable to predict the outcome of these cAseadverse court determination in any of thes®as against us could result in
significant liability and could have a material adse effect on our business, results of operatiofigmancial condition, subject to the limits of
our insurance policies.

Contractual Obligations and Off-Balance Sheet Arragements
Our commitments as of September 30, 2008 with rtgpeknown contractual obligations were as follows

Payments Due by Period

Less than 1 More than
Contractual obligations Total year 2-3 years 4-5 years 5 years
Capital lease obligatior $ 510,64¢ $ 150,19 $ 264,87 $ 9558. $ —
Operating lease obligatiol 498,74( 165,23( 333,51( — —
Purchase obligatior 25,360,87  4,348,14. 14,721,29 4,227,35(  2,064,09.
Capital expenditure commitmer 12,10( 12,10( — — —
TOTAL $26,382,36 $4,675,66. $15,319,67 $4,322,93. $2,064,09

Our purchase obligations include commitments undersponsorship agreements with the Seattle Seahamdkthe New Jersey Nets,
which represent almost half of our total purchasiégations. Our purchase obligations also includemitments under our supply agreement
relating to PHARMA GABA to purchase an additionppeoximately $1.5 million of raw materials durirtgetfourth quarter of 2008 and to
use our commercially reasonable best efforts tehmge an additional $8.4 million of raw materidi®tigh the end of the term of the
agreement in July 2010. We are required to purchppeoximately $3.4 million of raw materials betwefugust 1, 2008 and July 31, 2009,
not including the $1.5 million referred to aboweorder to maintain the exclusivity of our rightsRHARMA GABA in the United States,
Mexico and Canada for the duration of the supphgament. Our purchase obligations also include cibm@mts made by us to various
suppliers of raw materials and finished goods.

All commitments vary in terms and commit us to payts 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@oiober to March. As a result, our working capitajuirements and cash flow vary
substantially throughout the year. Consumer denfi@ndur products is also affected by weather comalét. Cool, wet spring or summer
weather could result in decreased sales of ourrbges and could have an adverse effect on ourtsesfubperations. Management believes
that the demand for our products will continuedfierct such seasonal consumption patterns. Iniaddibur operating results are highly
dependent upon the
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performance of our independent distributors anailest, as well as competition in the industry gederal economic conditions.

Due to these and other factors, our results ofadjmers have fluctuated from period to period. Assult, management believes that
period-to-period comparisons of results of operetiare not necessarily meaningful and should notlied upon as any indication of future
performance. While we look to expand our distribnthetwork and increase market penetration, suabos@lity may not be easily discerni
from results of operations. Due to all of the farieqg) factors, our operating results in a particglaarter may fail to meet market expectations.

Subsequent Events

On October 6, 2008, the Company implemented a textuin workforce that reduced the Company’s stgfapproximately 38%. After
this reduction, the Company’s total headcount waasT@e workforce reduction was implemented in darefo reduce ongoing operating
expenses and improve the Company’s overall effigieSeverance and termination benefits to the tfteemployees are not expected to be
material to the Company’s financial results for therth quarter of 2008. The Company projects thatreduction in workforce will save an
estimated $2.6 million in expenses on an annuakiseis.

On November 5, 2008, our $15 million line of credith KeyBank National Association was terminatégiadiscussions that were
initiated by KeyBank given the current economienaie and our financial condition and operating ltesWe considered different borrowing
alternatives with KeyBank but these alternativesiamot offer us a net borrowing position on theeliAs a result, we elected not to pursue
such alternatives. We remained in compliance withavenants through the termination date. As dised in the Liquidity and Capital
Resources section in Part |, Item 2 of this repeetare examining other financing options, inclgdasset based lending solutions, to replace
the KeyBank facility, although there can be no emsce that we will secure a replacement facilitypooeptable terms, if at all.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

In the normal course of our business, our finaneialition is routinely subject to a variety of 8sK he principal market risks (i.e., the
risk of loss arising from adverse changes in mardiets and prices) to which we are exposed ar&ufitions in energy and commodity prices
affecting the cost of raw materials (including, bot limited to, increases in the price of aluminfancans, resin for PET plastic bottles, as
well as cane sugar), and the limited availabilitgertain raw materials and co-packer capacity.afealso subject to market risks with
respect to the cost of commodities because outyatulrecover increased costs through higher pgds limited by the competitive
environment in which we operate. In addition, we subject to interest rate risk to the extent wahtaa an investment portfolio for our ca
and to foreign exchange risk due to our sales angbcking operations in Canada. We are also sutgjesther risks associated with the
business environment in which we operate, includirggcollectability of accounts receivable and ddscence of inventory due to changes in
market conditions or new product initiatives. Wdidee that our exposure to these risks as of Sdpte30, 2008 is not material.

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

With respect to foreign currency risk, the functibourrency for substantially all of our operatigashe U.S. dollar. However, we held
aggregate cash and operating assets in Canadiansdalued at approximately U.S. $800,000 as pte&Saber 30, 2008.

At September 30, 2008, the majority of our debtsisted of fixed rate debt under our capital leaBesing the nine months ended
September 30, 2008, we did not make any draws otireuof credit.

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 tifectfeness of its disclosure controls and
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procedures (as defined in Rule 13a-15(e) undeB#uarrities Exchange Act of 1934) as of SeptembeR@08, the end of the period covered
by this report. Based upon that evaluation, oue€hkecutive Officer and our Chief Financial Offideave concluded that these disclosure
controls and procedures were not effective as pfedeber 30, 2008. The basis for this determinatias that, as discussed below, we have
identified a material weakness in our internal colndver financial reporting, which we view as ateigral part of our disclosure controls and
procedures. This material weakness is briefly diesdrbelow and is described in detail in our Mamaget's Report on Internal Control Over
Financial Reporting that is included in our FormK @or the year ended December 31, 2007, which filed with the Securities and
Exchange Commission on March 17, 2008. As of SelpgerB0, 2008, we had not fully remediated this wesak.

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 September 30, 2008, we have matigjilhoontinue to make, improvements to our p@agsiprocedures, systems and staff
who have significant roles in internal control tideess the internal control deficiencies identifigdus and our independent registered public
accounting firm. We have initiated the followingwediation steps to address the material weaknesgsided above:

. In the third quarter of 2008, we hired a new Clrigfancial Officer.

. We also hired in the first quarter of 2008 an eigered Manager of SEC and GAAP reporting to supaodt prepare all SEC
financial filings, as well as a Manager of Legafdifs to support all contract analysis and SEC dampe filings.

. We will continue to add additional accounting aiméfice staff with the commensurate knowledge, égpee, and training
necessary to complement the current staff in thenitial reporting functions, in addition to thefsbdred in the first three quarters
of 2008.

. 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 beather changes in our internal control over finaheporting during the quarter
ended September 30, 2008 that have materiallytaffeor are reasonably likely to materially affesir internal control over financial
reporting.

PART Il. OTHER INFORMATION

ITEM1. LEGAL PROCEEDINGS

On September 4, 2007, a putative class action a@intplas filed against us, our then serving chxefcaitive officer, and our then
serving chief financial officer in the U.S. DistriCourt for the Western District of Washingtongagiihg claims under Section 10(b) and 20(a)
of the Securities Exchange Act of 1934, as ameraied Rule 10b-5 promulgated thereunder. The camatitbed Saltzman v. Jones Soda
Company, et al., Case No. 07-CV-1366-RSL, and ptsgo be brought on behalf of a class of purcteagEour common stock during the
period March 9, 2007, to August 2, 2007. Six suttslly similar complaints subsequently were filadhe same court, some of which alle
claims on behalf of a class of purchasers of ouiroon stock during the period November 1, 2006, ugust 2, 2007. Some of the
subsequently filed complaints added as defendamtaio current and former directors and anothenéarofficer of the Company. The
complaints generally alleged violations of fedesmturities laws based on, among other things, &addamisleading statements and omissions
about our financial results and business prosp&bis.complaints sought unspecified damages, irtteatierneys’ fees, costs, and expenses.
On October 26, 2007, these seven lawsuits wereotidaged as a single
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action entitled In re Jones Soda Company Secutittegation, Case No. 07-cv-1366-RSL. On March 608, the Court appointed Robert
Burrell lead plaintiff in the consolidated seclwggticase. On May 5, 2008, the lead plaintiff fildeirst Amended Consolidated Complaint,
which purports to allege claims on behalf of a€lakpurchasers of our common stock during theopesf January 10, 2007, to May 1, 2008,
against the Company and Peter van Stolk, our fo@méef Executive Officer, former Chairman of theaBd, and current director. The First
Amended Consolidated Complaint generally allegetations of federal securities laws based on, amathgr things, false and misleading
statements and omissions about our agreementsetadtters, allocation of resources, and businesspacts. Defendants filed a motion to
dismiss the amended complaint on July 7, 2008.riibon has now been fully briefed and was submitbeaonsideration in early October
2008. The Court has not yet scheduled a hearirggfdabral argument on the motion to dismiss.

In addition, on September 5, 2007, a shareholdévateve action was filed in the Superior Court #ing County, Washington,
allegedly on behalf of and for the benefit of then@pany, against certain of our current officers emdent and former directors. The case is
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@msbeen voluntarily dismissed and the other kas lbonsolidated with the Cramer
Action under the caption In re Jones Soda Co. @&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 paldisclosures that are the subject of the fedex@lrities class actions. On May 2, 2008, the
Court signed a stipulation and order staying tlee@edings in the consolidated Cramer Action ufitiin@tions to dismiss in the consolidated
federal securities class action have been adjweticat

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 fedelexivative cases consolidated them under thdaa@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 publicdliisures that are the subject of the federal siesidlass actions. The complaints seek
unspecified damages, restitution, disgorgementdfitp, equitable and injunctive relief, attornejsés, 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 &ekd the Sexton action.

The Cramer Action and Sexton Action are derivaiivaature and do not seek monetary damages frof@dhgpany. 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.

On August 27, 2008, Advanced Business Stratedixs i Complaint for Damages against us in the @i@ourt for the State of Oregon
for breach of contract and breach of implied coved good faith and fair dealing, seeking damagesxcess of $1.1 million. Advanced
Business Strategies has alleged that we impropemiyinated their agreement to provide us with éeitales and marketing services. On
October 1, 2008, we filed a Notice of Removal fribira State Court to the United States District Cdbigtrict of Oregon. Our answer to the
claims was filed on October 8, 2008; we assertatiAklvanced Business Strategies is in breach cdgheement and has failed to mitigate its
alleged damages. We expect this litigation willtgarial in late 2009 or early 2010.

We are unable to predict the outcome of these cAseadverse court determination in any of thes®as against us could result in
significant liability and could have a material adse effect on our business, results of 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 busingsduding 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
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management, the ultimate disposition of these msattédl not have a material adverse effect on ansolidated financial position, results of
operations or liquidity.

ITEM 1A. RISK FACTORS

Except for the risk factors set forth below, theee been no material changes that we are awdirenofthe risk factors set forth in Part
[, Item 1A in our Annual Report on Form 10-K foethiear ended December 31, 2007 filed with the Si&Esiand Exchange Commission on
March 17, 2008.

We may have to reduce or cease operationsif we are unable to meet our funding requirements.

We have incurred a net loss from operations in @fthe first three fiscal quarters of 2008 andéhased a significant amount of our
cash resources during this period to fund ourastds and working capital and capital expenditegeirements. As of September 30, 2008,
we had cash, cash-equivalents and short-term imegdtof approximately $15.6 million, compared tpaximately $27.8 million as of
December 31, 2007. Our success in the future witlethd on our ability to effectively manage our s@std to generate sufficient cash flow
from operations, or to obtain funds through addaidinancing, to implement our business plan. Toieve this, we are focusing our 2009
business plan on our higher-margin core produetdyding our Jones Soda glass bottle and 24C basinew higher-margin product
introductions in 2009, and further cost reductiars] we intend to continually monitor and adjust lowsiness plan as necessary to respond tc
developments in our business, our markets andrtiedbr economy. There can be no assurance, hovikaewe will be able to successfully
execute on our business plan or that we will be &thbenerate the level of revenue that we expettiad is necessary to generate the cash
flow from operations that we will require. Moreoy#rere can be no assurance that we will be sutdés®ur efforts to further reduce our
costs or that we will realize the expected cosirgg/from any actions we take.

With respect to additional financing sources, agtdelow under Part Il, Item 5 of this report,Ndovember 5, 2008, our $15 million
line of credit with KeyBank National Association sveerminated. Accordingly, we no longer have thislity available to us to fund any cash
shortfall. Although we never drew on this facilitye may have financing requirements in the future #hhere can be no assurance that
additional debt or equity financing will be availalto us on acceptable terms, particularly in lightur financial condition, results of
operations and the current economic climate.

If we are unable to generate sufficient cash flomnf operations, or to obtain funds through addéldimancing, our operations could be
severely limited and we may not be able to implenoen business plan in a timely manner or at althiat case, we may be forced to delay,
curtail or eliminate some or all of our product dlpment, marketing or distribution programs oreotaspects of our operations. For
example, on October 6, 2008, we implemented a temuin workforce that reduced our staff by approately 38%, reducing our sales and
marketing resources. In addition, we may have tsymivarious other strategies to secure additiomeahcing, which may include, without
limitation, public or private offerings of debt equity securities, joint ventures with one or mstrategic partners and other strategic
alternatives. There can be no assurance that fartsein this regard will result in any agreememntdransactions. In addition, any issuance of
additional equity or equity-related securities wlilute the ownership interest of existing shardbod and our issuance of debt securities coulc
increase the risk or perceived risk of an investnrethe Company. Our inability to generate suéiti cash flow from operations, or to obtain
funds through additional financing, could have aerally adverse impact on our financial conditi@msl results of operations.

The recent disruptionsin the overall economy and the financial markets may adversely impact our business and results of operations.
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The beverage industry can be affected by macrocemimnfactors, including changes in national, regipand local economic
conditions, employment levels and consumer spenglitigrns. The recent disruptions in the overalheey and financial markets could
reduce consumer confidence in the economy and inelyaaffect consumers’ willingness to purchase products. Moreover, current
economic conditions may adversely affect the gbdftour distributors to obtain the credit neceggarfund their working capital needs,
which could negatively impact their ability or desto continue to purchase products from us irstime frequencies and volumes as they
have done in the past. There can be no assurdratggovernment responses to the disruptions ifilbacial markets will restore consumer
confidence, stabilize the markets or increase difiand the availability of credit. If the curremtonomic conditions persist, sales of our
products could be adversely affected, which coaldeha material adverse impact on our operatindtseand financial condition.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
The following table contains information for sharepurchased during the third quarter of 2008.

Total number of Approximate dollar
shares purchased value of shares that
as part of publicly may yet be purchase
announced plans o
Total number of Average price under the plans or
Fiscal period shares purchased (! paid per share (1 programs programs (in $ ‘000)
July 1 to July 31, 200 — $ — — $ —
August 1 to August 31, 20( 2,66: $ 2.3¢ — —
September 1 to September 30, 200} 3,28 $ 1.7 — —
Total 59 $  20¢ - - $ -

(1) The number of shares reported above as purdtzaeeattributable to shares withheld by the Com@enpayment for withholding taxes
due in connection with the vesting of restricteatktawards issued under the Jones Soda Co. 206R Sfiiion and Restricted Stock
Plan. The average price paid per share reflectatbmge market value per share of the shareseldttibr tax purpose:

(2) The following shares were repurchased during tts¢ duarter of 2008 for the same purposes as itled in footnote (1) abov

Average price
Total number of

Fiscal period shares purchase paid per share
January 1 to January 30, 2C — $ —
February 1 to February 29, 20 2,56¢ $ 5.9C
March 1 to March 31, 20C — $ —
Total 2,56¢ $ 5.9C
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ITEMS5. OTHER INFORMATION

On November 5, 2008, our $15 million line of credith KeyBank National Association was terminatégmadiscussions that were
initiated by KeyBank given the current economienaie and our financial condition and operating ltesWe considered different borrowing
alternatives with KeyBank but these alternativesidaot offer us a net borrowing position on theeliAs a result, we elected not to pursue
such alternatives. We remained in compliance witfirncial covenants under the facility througje termination date. We are currently
examining other financing options, including adsaded lending solutions, to replace the KeyBanititigaalthough there can be no assurance
that we will secure a replacement facility on a¢abfe terms, if at all.
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ITEM 6. EXHIBITS

10.1* Employment Offer Letter between Michael R. O’'Braemd Jones Soda Co., dated August 15, 2008 (Prdyifiesl with, and
incorporated herein by reference to, Exhibit 10.bur current report on Forn-K, filed on August 18, 2008; File No. 0-28820)

10.2* Separation Agreement and Release between Hassha &tad Jones Soda Co., dated August 18, 2008d (félewith.)

31.1 Section 302 Certification of CE- Stephen C. Jones, Chief Executive Officer (Filecktvith.)

31.2 Section 302 Certification of CF- Michael R. C Brien, Chief Financial Officer (Filed herewitt

32.1 Section 906 Certification of CEO - Stephen C. Jodsef Executive Officer of Jones Soda Co., punsta 18 U.S.C. 1350, as
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002 (Filed herewith

32.2 Section 906 Certification of CFO - Michael R. O’&ni, Chief Financial Officer of Jones Soda Co., pant to 18 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.

November 10, 2008

JONES SODA CO

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

By: /s/ Michael R. ( Brien
Michael R. C'Brien
Chief Financial Office
(principal financial and accounting office
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Exh. 10.:
SEPARATION AGREEMENT AND RELEASE

THIS SEPARATION AGREEMENT AND RELEASE (the “Agreemi) is entered into by Hassan N. Natha (hereimaftéerred to as
“Executive”) and Jones Soda Co. (hereinafter refktto as “Employer”).

RECITALS

A. Executive has been employed by Employer, andiiee’s employment at Employer will terminate ogp&mber 14, 2008 (the
“Termination Date").

B. Employer wishes to offer Executive a separapiackage setting forth the terms of Executive’s s and any continuing
obligations of the parties to one another followihg end of the employment relationship.

C. Each of the undersigned parties to this Agreernas had ample opportunity to review the factslandrelevant to this issue, has
consulted fully and freely with competent coundeatochoice if desired, and has entered this Agre knowingly and intelligently without
duress or coercion from any source. Executive hasahreasonable time in which to consider whetbexished to sign this Agreement.

AGREEMENTS

NOW, THEREFORE, in consideration of the foregoiegitals and the mutual promises contained belosvptrties agree as follows:

1. EMPLOYMENT: ENDING DATE AND RESPONSIBILITIES

Executive’s employment with Employer will end orethermination Date. Through the Termination Dateedutive shall assist, as
reasonably required, in transition to Employer's/r@hief Financial Officer. After the Termination @aExecutive will have no further
employment duties to Employer.

2. PAYMENTS AND OTHER BENEFITS TO BE PROVIDED BY EMPLO YER

In exchange for the promises contained in paragrépiee, four and six, below, Employer will provilgecutive with the following
separation benefits:

2.1 One Hundred, Ninety Nine Thousand, Seven Hundratkti One Dollars and Sixty-Six Cents ($199,791,.6épresenting 13.7
months of



2.2

2.3

2.4

2.5

2.6

base salary continuation, payable in 26 equal linstats, twice per month, of Seven Thousand Sixdied Eighty Four Dollars
and Twenty Nine Cents, ($7,684.29) minus requirétihwldings, payments to be made monthly in acamcdavith Employer’s
regular payroll schedule and beginning on Septerdbe2008;

Twenty Four Thousand, Eight Hundred, Thirty-FivellBxs and Sixty-Two Cents ($24,835.62), represgnirecutive’s 2007
Incentive Compensation pro rated to the percentdgalendar days in 2008 Executive was employet @winployer (70.9%),
minus required withholdings, payment to be made limp sum on September 15, 20

Twelve Thousand, One Hundred, Fourteen DollarsSeenty-Two Cents ($12,114.72), minus required ailtiings, for accrued
and unused vacation pay, payment to be made imp swm on or prior to the Termination De

Outplacement services of up to Two Thousand, Fivadted Dollars ($2,500.00) with a vendor of Emplyehoice with the
payment to be made directly to the vendor by Enguir

Four Thousand, Six Hundred, Fourteen Dollars aftgt Beven Cents ($4,614.57), representing Execstiventhly COBRA
premium multiplied by 13.7, payment to be made innap sum on October 15, 20(

Fifty-Percent of Executive'restricted stock and stock options that are uadess of the Termination Date, shall be acceldrate
vest on the Termination Date. This will result iB%7 of 9,714 unvested shares of restricted stodk?$,072 of 52,143 shares
subject to unvested stock options acceleratingb@edming vested and exercisable, as applicablerérhaining unvested portion
of Executive’s stock options shall expire on theri@ation Date, and Executive’s remaining unveseasdricted stock shall be
subject to the repurchase option set forth in #stricted stock purchase agreement under whichrastticted stock was granted.
Except as provided herein, Executive’s restrictedlsand stock options shall remain subject tad¢nms of their respective plans
and any granting documen
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2.7 Inthe event Employer requires the assistance ettkve following the Termination Date with resprany legal or investigati
proceedings, Employer shall reimburse Executivedasonable expenses and will also reimburse Exedat his lost time from
any future employment at Execut’'s then daily rate of pa

2.8 Employer shall pay any outstanding expense regatisitted by Executive in the usual course of basst

3. REAFFIRMATION OF CONFIDENTIALITY AND INVENTIONS COVENANTS

Executive is party to certain confidentiality, iléetual property and noselicitation obligations pursuant to the Employmagteemen
between Executive and Employer (“Employment Agresthalated January 1, 2007. Executive expresskimea and incorporates herein as
part of this Agreement Sections 9, 10, 11, 12 &hdflthe Employment Agreement (the “Post-EmployniRestrictions”) and these Post-
Employment Restrictions will remain in full forcadeffect. If Executive breaches any part of histlBanployment Restrictions, all payme
and benefits still due and owing under Section IPlvei canceled and Executive shall upon demandrbgl&er immediately return any
payments already made pursuant to Section 2.

4. GENERAL RELEASE OF CLAIMS

Executive expressly waives any claims against Eygl¢including, for purposes of this paragraphléparents, affiliates, subsidiaries,
officers, directors, stockholders, managers, Exeest agents, investors, and representatives)aadses Employer (including its parents,
affiliates, subsidiaries, officers, directors, #foalders, managers, Executives, agents, invesiatsrepresentatives) from any claims, whether
known or unknown, which existed or may have existedny time up to the date of this Agreement,uditig claims related in any way to
Executive’s employment with Employer or the endifighat relationship. This release includes, butaslimited to, any claims for wages,
bonuses, employment benefits, stock options, orad@®s of any kind whatsoever, arising out of anyroom law torts, arising out of any
contracts, express or implied, any covenant of dail and fair dealing, express or implied, angatty of wrongful discharge, any theory of
negligence, any theory of retaliation, any thedrgiecrimination or harassment in any form, anyalegstriction on Employer’s right to
terminate Executives, or any federal, state, oglogovernmental statute, executive order, or ordieaincluding, without limitation, Title VII
of the Civil Rights Act of 1964 as amended, theildRights Act of 1991, the Civil Rights Act of 18682 U.S.C. § 1981, the Americans
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with Disabilities Act, the Age Discrimination in Erioyment Act, the Older Workers Benefit Protectiset, the Family and Medical Leave
Act, the Executive Retirement Income Security Al Washington Law Against Discrimination, or artlger legal limitation on or regulatic
of the employment relationship. This waiver aneéask shall not preclude either party from filingwsuit for the exclusive purpose of
enforcing its rights under this Agreement.

Executive represents that Executive has not filgdamplaints, charges or lawsuits against Emplaytr any governmental agency or
any court, and agrees that Executive will notatéj assist or encourage any such actions, exseptjaired by law. Executive further agrees
that if a commission, agency, or court assumesgigtion of such claim, complaint or charge agalfrsiployer on behalf of Executive,
Executive will request the commission, agency arrtto withdraw from the matter.

Executive represents and warrants that he is tleeosmer of the actual or alleged claims, rightajses of action, and other matters
which are released herein, that the same haveeaut &ssigned, transferred, or disposed of in igabperation of law, or in any manner, and
that he has the full right and power to grant, exeand deliver the releases, undertakings, arebaggnts contained herein.

5. NO ADMISSION OF WRONGDOING
This Agreement shall not be construed as an adonisi Executive or Employer of any wrongful act.

6. MUTUAL NON -DISPARAGEMENT

Executive agrees to refrain from making any derogadr disparaging comments to the press or anyicheal or entity regarding
Employer, its business or related activities, erhlationship between the parties. Employer ageeesfrain from making any derogatory or
disparaging comments to the press or any individuahtity regarding Executive.

7. RETURN OF PROPERTY

Executive confirms that Executive has or will imriagdly, upon the Termination Date, return to Empilogll files, memoranda, recort
credit cards, pagers, computers, computer filessyards and pass keys, card keys, or related @ysielectronic access devices, and any
and all other property received from Employer oy ahits current or former Executives or generdigdExecutive in the course of
employment.
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8. BREACH OR DEFAULT

Any party’s failure to enforce this Agreement ir tvent of one or more events that violate thise@grent shall not constitute a waiver
of any right to enforce this Agreement against sghent violations.

9. SEVERABILITY

The provisions of this Agreement are severable, iy part of it is found to be unlawful or unenteable, the other provisions of this
Agreement shall remain fully valid and enforceabl¢he maximum extent consistent with applicab¥e. la

10. ENTIRE AGREEMENT

This Agreement sets forth the entire understantetgieen Executive and Employer and, except aswibeprovided herein,
supersedes any prior agreements or understanéixg®ess or implied, pertaining to the terms of Exiee’s employment with Employer and
the employment relationship. Executive acknowledfasin executing this Agreement, Executive dogsrely upon any representation or
statement by any representative of Employer coigithe subject matter of this Agreement, excepbasessly set forth in the text of the
Agreement. No modification or waiver of this Agreemwill be effective unless evidenced in a writsigned by both parties.

11. GOVERNING LAW

This Agreement will be governed by and construedwesively in accordance with the laws of the Stat&/ashington without reference
to its choice of law principles. Any disputes argsunder this Agreement shall be brought in a colucbmpetent jurisdiction in the State of
Washington.

12. KNOWING AND VOLUNTARY AGREEMENT

Executive agrees that Executive has carefully reaand fully understands all aspects of this Agreemerihcluding the fact that this
Agreement releases any claims that Executive mightave against Employer. Executive agrees that Exegué has not relied upon any
representations or statements not set forth hereior made by Employer’s agents or representatives. Rally, Executive agrees that
Executive has been advised to consult with an attoey prior to executing the Agreement, and that Exadive has either done so or
knowingly waived the right to do so, and now enterfto this Agreement without duress or coercion fron any source. Executive agrees
that he has been provided the opportunity to consit for twenty-one (21) days whether to enter intoltis
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Agreement, and has voluntarily chosen to enter intd@ on this date. Executive may revoke this Agreenma for a period of seven (7) day
following the execution of this Agreement; this Ageement shall become effective following expiratioaf this seven (7) day period.

IN WITNESS WHEREOF, the parties have executedAlgireement as of the dates indicated below.

JONES SODA CO. HASSAN N. NATHA
By: /s/ Jonathan J. Ric /sl Hassan N. NatF
Its:  COO

Dated 8/25/08 Dated Aug. 18/08



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 November 10, 2008

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




EXHIBIT 31.2

CERTIFICATION
I, Michael R. O'Brien, 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 November 10, 2008

/s/ Michael R. ( Brien
Michael R. CBrien
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 fisgabrter ended September 30, 2008 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Stephen Ce3oiChief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. § 135Gdispted pursuant to Section 906 of the Sarbanesy@dt of 2002, that, to the best of my
knowledge and belief:

1. the Report fully complies with the requiremesttSection 13(a) or 15(d) of the Securities ExcleaAgt of 1934 (15 U.S.C. 78m or 780
(d)); 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 November 10, 200

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 fisgabrter ended September 30, 2008 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Michael R. @#h, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. § 135QGdispted pursuant to Section 906 of the Sarbanesy@dt of 2002, that, to the best of my
knowledge and belief:

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

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

/s/ Michael R. ( Brien November 10, 200

Michael R. C Brien
Chief Financial Officel






