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EXPLANATORY NOTE

Unless otherwise indicated or the context vtise requires, all references in this Quarterlp&eon Form 10-Q to “we,” “us,” “our,
“Jones,” “Jones Soda,” and the “Company” are teeddBoda Cd®, a Washington corporation, and our wholly-ownebssdiaries Jones Soda
Co. (USA) Inc., Jones Soda (Canada) Inc., myJoaesloc. and Whoopass USA Inc.

In addition, unless otherwise indicated or¢batext otherwise requires, all references in Qusirterly Report to Jones Sodaand “ Jones
Pure Cane Sod” refer to our premium soda sold under the tradéetibrand name Jones Soda Cd

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEME NTS

We desire to take advantage of the “safe hanmmvisions of the Private Securities Litigation &ah Act of 1995. This Quarterly Report
Form 10-Q (Report) contains a number of forwardklng statements that reflect management’s curriemtsyand expectations with respect to
our business, strategies, products, future reanlisevents, and financial performance. All statémerade in this Report other than statements
of historical fact, including statements that addreperating performance, the economy, eventswala@ments that management expects or
anticipates will or may occur in the future, indlugl statements related to potential strategic fratisns, distributor channels, volume growth,
revenues, profitability, new products, adequacfuatls from operations, cash flows and financing,ahility to continue as a going concern,
statements regarding future operating results andhistorical information, are forward-looking ®tatents. In particular, the words such as
“believe,” “expect,” “intend,” “anticipate,” “estimte,” “may,” “will,” “can,” “plan,” “predict,” “could,” “future,” variations of such words, and
similar expressions identify forward-looking statmts, but are not the exclusive means of identjfnch statements and their absence does
not mean that the statement is not forward-looking.

Readers should not place undue reliance aetfeeward-looking statements, which are based anagement’s current expectations and
projections about future events, are not guaramiggure performance, are subject to risks, utadeties and assumptions and apply only &
the date of this Report. Our actual results, perforce or achievements could differ materially fioistorical results as well as the results
expressed in, anticipated or implied by these fodwaoking statements. Except as required by laevuwdertake no obligation to publicly
update or revise any forward-looking statementsstivr as a result of new information, future eventstherwise.

In particular, our business, including oulfigcial condition and results of operations andadnility to continue as a going concern, may be
impacted by a number of factors, including, butlimtited to, the following:

»  Our ability to successfully execute on our 2010rafirg plan;

» Our inability to secure additional financing, liding making draw downs under our equity line kdit facility, or to generate
sufficient cash flow from operation

» Our ability to use the net proceeds from futuraficings, including draw downs under our equity iferedit facility, to improve ou
financial condition or market valu

» Dilutive and other adverse effects on our exgs8hareholders and our stock price arising fromréusecurities issuances, including
sale of our common stock pursuant to our equity hcredit facility;

» Our ability to establish and maintain distribut@mmangements with independent distributors, ratgilerokers and national ret
accounts, most of whom sell and distribute compgpiroducts, and whom we rely upon to employ sudfitiefforts in managing and
selling our products, including re-stocking thearethelves with our product, on which our busingles and future growth are
dependent in par

* Our ability to manage our inventory levels and tedict the timing and amount of our sal

» The inability of our exclusive manufacturer anstigbutor (National Beverage Corp.) &dnes Soda2-ounce cans in the grocery and
mass merchant channel to perform adequately, wddald impair our ability to meet demar

»  Our ability to modify our sponsorship arrangemeénta timely manner to reduce our obligations or emaky other changes or
realize the benefits expected from our sponsorapipements, to which we have dedicated signifiesdurces

»  Our reliance on third-party packers of our praduwhich could make management of our marketirydistribution efforts inefficient
or unprofitable;
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Our ability to secure a continuous supply and abdlity of raw materials, as well as other factaffecting our supply chair

Our ability to source our flavors on acceptablenefrom our key flavor supplier

Our ability to maintain brand image and productligygand the risk that we may suffer other prodissties such as product reca
Our ability to attract and retain key personneljclitwould directly affect our efficiency and resuttf operations

Our inability to protect our trademarks and tradersts, which may prevent us from successfully etamgy our products ar
competing effectively

Litigation or legal proceedings (including perglsecurities class actions), which could expos® gggnificant liabilities and damage
our reputation

Our inability to build and sustain proper infornatitechnology infrastructur:

Our inability to maintain compliance with the conted listing requirements of The Nasdaq Capitalketrincluding the $1 minimut
bid price requirement, which may adversely affagtmarket price and liquidity

Our inability to create and maintain brand naswognition and acceptance of our products, whiefcetical to our success in our
competitive, bran-conscious industry

Our ability to compete successfully against mucbdg wel-funded, established companies currently operatinbe beverag
industry;

Our inability to continue developing new produaissatisfy our consume’ changing preference
Global economic conditions that may adversely inhpac business and results of operatic

Our ability to comply with the many regulationsvibich our business is subje

For a more detailed discussion of some ofdbtors that may affect our business, results aodpects, see “ltem 1A. Risk Factors” in our
Annual Report on Form 10-K for the year ended Ddmam31, 2009 filed with the Securities and Excha@igenmission on March 31, 2010.
Readers are also urged to carefully review andidenshe various disclosures made by us in thisoRegnd in our other reports we file with
the Securities and Exchange Commission, includimgperiodic reports on Form 10-Q and current repornt Form 8-K, and those described
from time to time in our press releases and otherounications, which attempt to advise interestatigs of the risks and factors that may
affect our business, prospects and results of tipasa
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PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

JONES SODA CO.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands, except share data)

June 30, 201 December 31, 20C

ASSETS

Current assett
Cash and cash equivalel $ 252 $ 4,97¢
Accounts receivable, net of allowance of $122 a8id 3,401 2,50¢
Inventory 3,38¢ 3,711
Prepaid expenses and other current a: 564 49¢
Total current asse 9,87( 11,69:
Fixed assets, net of accumulated depreciation @#and $2,95 43¢ 807
Other asset 281 1,03¢
Total asset $ 10,59C $ 13,53¢

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:

Accounts payabl $ 237" $ 1,39i
Accrued liabilities 1,131 1,571
Taxes payabl 104 69
Note payable, current portic — 12%
Total current liabilities 3,61( 3,162

Note payable — 21¢
Long-term liabilities— other 2 —

Commitments and contingencies (Note
Shareholder equity:
Common stock, no par valu
Authorized— 100,000,000; issued and outstanding sh— 26,564,127 and 26,427,989 at June

2010 and December 31, 2009, respecti 44,08: 43,92t
Additional paic-in capital 6,171 5,771
Accumulated other comprehensive inca 372 41€
Accumulated defici (43,649 (39,96))

Total shareholde’ equity 6,97¢ 10,15!
Total liabilities and sharehold¢ equity $ 1059 $ 13,53¢

See accompanying notes to condensed consolidaiacial statements.
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JONES SODA CO.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(In thousands, except share data)

Three Months Ended June 30

Six Months Ended June 30

2010 2009 2010 2009
Revenue $ 5,36¢ $ 7,482 $ 9,25¢ $ 14,55¢
Cost of goods sol 3,89¢ 5,42¢ 6,97¢ 11,05:
Write-down of excess GABA inventol 17¢€ — 17¢€
Gross profi 1,29: 2,05¢ 2,101 3,501
Licensing revenu 8 23 18 51
Operating expense

Promotion and sellin 1,07¢ 2,241 2,302 4,561

General and administratiy 1,74¢ 1,75¢ 3,42¢ 3,56(

2,82: 4,00( 5,73( 8,121

Loss from operation (1,522) (1,92)) (3,61)) (4,569
Other expense, n (©) (21) (8) —
Loss before income taxi (1,525 (1,942 (3,619 (4,569
Income tax (expense) bene (29 (25 (67) 1
Net loss $ (155) ¢ (196 $ (3680 $ (4,569
Net loss per shal

Basic and dilutet $ (0.06p $ 0.0 % (0.19 % (0.17)
Weighted average basic and diluted common shatstaoding 26,451,21 26,454,59 26,439,59 26,455,58

See accompanying notes to condensed consolidaizacial statements.
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JONES SODA CO.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Six months Ended June 30

2010 2009
OPERATING ACTIVITIES:
Net loss $ (3,68¢) $ (4,56%)
Adjustments to reconcile net loss to net cash usegerating activities
Stoclk-based compensatic 401 441
Depreciation and amortizatic 22¢ 424
Inventory write-down 24¢ —
Write-down of excess GABA inventol 17¢ —
Loss on disposal of fixed ass! 15¢& 21
Deferred income taxe 2 22
Change in allowance for doubtful accou 35 (163)
Other nor-cash charges and crec 7 39
Changes in operating assets and liabilit
Accounts receivabl (965) (1,269
Inventory 201 1,82¢
Prepaid expenses and other current ¢ 25 364
Other asset 74 (1,429
Accounts payabl 98( (12¢)
Accrued liabilities (43€) (903%)
Taxes payabl 37 (16)
Net cash used in operating activit (2,519 (5,32%)
INVESTING ACTIVITIES:
Redemption of certificate of deposit, restric 37¢€ —
Sales of sho-term investment— net — 89C
Purchase of fixed asse (16) (82
Sales of fixed asse — 5
Net cash provided by investing activiti 36C 81:
FINANCING ACTIVITIES:
Proceeds from exercise of stock optir 60 1
Repayment of capital lease obligatic — (75)
Repayment of note payat (345 —
Net cash used in financing activiti (28¢ (74
Net decrease in cash and cash equiva (2,447%) (4,58¢)
Effect of exchange rate changes on ¢ (10 2
Cash and cash equivalents, beginning of pe 4,97¢ 11,73¢
Cash and cash equivalents, end of pe $ 2,52¢ $ 7,14¢
Supplemental disclosur
Cash paid (received) during period f
Interest $ 5 $ 1)
Income taxe: Q) 1

See accompanying notes to condensed consolidaizacial statements.
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JONES SODA CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Nature and Operations and Summary of SignificanAccounting Policies

Jones Soda Co. develops, produces, markegasks and distributes premium beverages anddgledeucts. Our primary product lines
include the brands:

» Jones Pure Cane So®, a premium carbonated soft drink with three new msitens launched in targeted markets during 2
» Jones Refresco De Cafia Py,
*  Our seasonal sodédJones Jumble™, and
« Jones Zilch™our zero calorie offering

« Jones 24(®, an enhanced water bevera

« Jones GAB/®, a functional tea juice blend launched in Febru@9%® anc

*  WhoopAss Energy Drir®, a citrus energy drin}

We are a Washington corporation and have thpeeating subsidiaries, Jones Soda Co. (USA) Jones Soda (Canada) Inc., and
myJones.com, Inc. as well as one non-operatingdiabg, Whoopass USA Inc.

Basis of presentation and consolidation

The accompanying condensed consolidated balktmeet as of December 31, 2009, which has beereddrom audited consolidated
financial statements, and the unaudited interindeased consolidated financial statements as of 3002010, have been prepared in
accordance with accounting principles generallyeptad in the United States of America (GAAP) arel$ecurities and Exchange Commis
(SEC) rules and regulations applicable to inteiimaricial reporting. The condensed consolidatechfifed statements include the accounts of
the Company and its wholly-owned subsidiaries.idtiércompany transactions between the Companytarsibsidiaries have been eliminated
in consolidation.

In the opinion of management, the accompanyimaudited condensed consolidated financial statey®ntain all material adjustments,
consisting only of those of a normal recurring nateonsidered necessary for a fair presentati@muofinancial position, results of operations
and cash flows at the dates and for the periodsepted. The operating results for the interim pkrioresented are not necessarily indicative of
the results expected for the full year. These farstatements should be read in conjunction thighaudited financial statements and notes
thereto included in the Company’s Annual ReporfFonm 10-K for the fiscal year ended December 30920

Use of estimates

The preparation of the condensed consolid@tedcial statements requires management to makardoer of estimates and assumptions
relating to the reported amounts of assets andifiab and the disclosure of contingent assetslatulities at the date of the condensed
consolidated financial statements and the rep@meounts of revenue and expenses during the reggréiriod. Significant items subject to
such estimates and assumptions include, but arénmited to, inventory valuation, depreciable liveesd valuation of fixed assets, valuation
allowances for receivables, trade promotion litib#i, stock-based compensation forfeiture ratestimgencies, and forecasts supporting the
going concern assumption and related disclosuretsiahresults could differ from those estimates.

Seasonality

Our sales are seasonal and we experiencdisagnifluctuations in quarterly results as a resfilmany factors. We historically have
generated a greater percentage of our revenuagdhie warm weather months of April through Septemibiming of customer purchases will
vary each year and sales can be expected to ghiftdne quarter to another. As a result, managebwigves that period-to-period
comparisons of results of operations are not naciéssneaningful and should not be relied uponmgiadication of future performance or
results expected for the fiscal year.
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Recently issued accounting pronouncements

In January 2010, the Financial Accounting 8gads Board (FASB) issued Accounting Standard Up{&SU”) No. 2010-06)mproving
Disclosures about Fair Value Measureme(“ASU No. 2010-06"). The new standard addressesranother things, guidance regarding
disclosure of the different classes of assets iadities, valuation techniques and inputs usetivly in Level 3 fair value measurements, and
the transfers between levels. We adopted ASU NdOZIB on January 1, 2010 and the adoption did aet la material impact on our
consolidated financial statements.

Liquidity

As of June 30, 2010, we had cash and cashlaguis of approximately $2.5 million and workingpital of $6.3 million. Cash provided by
operating activities during the three months entlgtk 30, 2010 totaled $6,000. Our cash flows Jagughout the year based on seasonality.
We traditionally use more cash in the first haltlod year as we build inventory to support ourdristlly seasonally-stronger shipping months
of April through September, and expect cash useaplgyating activities to decrease in the secontddfidhe year as we collect receivables

generated during our stronger shipping months. Wderred a net loss of $1.6 million during the thmeenths ended June 30, 2010, and our
accumulated deficit increased to $43.6 million &3ume 30, 2010.

Our ability to execute on our operating plad 0 manage our costs in light of persisting asweconomic conditions continues to be
critical to the success and the performance obosmess. We considered the macroeconomic fademssing from the global economic
downturn and its effects on our 2009 results, bélgethat these economic conditions will likely ¢tioe throughout 2010. The beverage
industry, and particularly those companies selprgmium beverages like us, can be affected by neaormmic factors, including changes in
national, regional, and local economic conditiamggmployment levels and consumer spending pattetnish together may impact the
willingness of consumers to purchase our produsthay adjust their discretionary spending.

Our operating plan takes into account ouricoletd focus on higher-margin core products, incigdiurJones Pure Cane Sodgass bottle
business, with less emphasis on our Concentrata Bistribution channel, which is a lower marginibess for us. Our operating plan also
factors in the use of cash to meet our remainimgractual obligations for 2010 totaling approxiniatg2.3 million. A substantial portion of
these contractual obligations (approximately 82%heftotal) consists of obligations to purchase maaterials, including sugar and glass under
our supply agreements. We enter into these sugpBeanents in order to fix the cost of these key maaterials, which we expect will be used
in the ordinary course of our business in 2010.rapjately 10% of our contractual obligations rel&d payments for sponsorships, which
have been reduced as the result of the terminafionr sponsorship agreement with the Seattle Sdahasiven our limited cash resources,
intend to attempt to continue to renegotiate oorai@ing sponsorship arrangements to reduce our @atyabligations. However, there can be
no assurance that we will be able to modify thegmsorship arrangements in a timely manner to educ payment obligations or make any
other changes to the terms of our sponsorship geraants.

With respect to our operating expenses, oaramg plan also takes into account the cost @omiant measures we implemented in the
fourth quarter of 2008 and throughout 2009, inalgdieductions in workforce. With this reduced csisticture, we believe our operating plan,
if achieved, would allow us to meet our anticipateadh needs for the remainder of the year. Howéwveuy sales volumes further decline
materially from our expectations during 2010 assult of worsening economic conditions or otherwés®l since we would not likely be able
to further reduce our costs by a sufficient amowetmay be unable to generate enough cash flow Gpenating activities to cover our work
capital requirements for the balance of the year.

In June 2010, we entered into an equity liheredit arrangement with Glengrove Small Cap Valud (Glengrove), pursuant to which
Glengrove is committed to purchase, upon the temmassubject to the conditions of the Purchase Ages establishing the facility, up to
$10 million worth of shares of our common stockeTacility provides that, we may, from time to tinower the 24-month term of the facility
and at our sole discretion, present Glengrove ditw down notices to purchase our common stockpaita equal to the daily volume
weighted average price of our common stock on éaté during the draw down period on which sharegarchased, less a discount of 6%.
(See Note 3). We believe that the equity line efldrarrangement provides a committed source ahfiing that will be sufficient to fund our
working capital requirements through 2010 and bdy@n July 15, 2010, we settled our first draw ddemnet proceeds of approximately
$1.0 million. (See Note 9).

Additionally, we believe we have other finargialternatives available to us. However, thesgraditives may require significant cash
payments for interest and other costs or couldigieyhdilutive to our existing shareholders. We tinne to monitor whether credit facilities
may be available to us on acceptable terms. Trarde no assurance that any new debt or equitgding arrangement will be available to us
when needed on acceptable terms, if at all. Intexidithere can be no assurance that these finguadi@rnatives would provide us with
sufficient funds to meet our long-term capital regunents. If necessary, we may explore strategitstictions in the best interest of the
Company and our shareholders, which may includghowt limitation, mergers or

9
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other business combinations, public or privateraifgs of debt or equity financings, joint ventureish one or more strategic partners and other
strategic alternatives, but there can be no aseardwat we will enter into a definitive agreemeithwespect to any strategic transaction or that
any such transaction we may enter into will ultiehatbe consummated or approved by our shareholdeqsplicable.

We intend to continually monitor and adjust business plan as necessary to respond to devefdprim our business, our markets and the
broader economy. However, we may no longer haviicgrft margin in our plan to absorb further deeragainst our expectations with regard
to the economy or our business. We believe ouratiogy plan already includes the majority of attlieacost cutting measures, which places
greater emphasis on the need to meet our casepsajestions in order to effectively operate ousiness. The economic conditions in 2009
and the first half of 2010 have made forecastingaled for our products extremely difficult, so theyeontinued uncertainty regarding our
ability to meet our revised case sales projectibhgse uncertainties, together with our inabilitymhplement further meaningful cost
containment measures beyond those we have alremftytaken and the extremely difficult environmemwihich to obtain additional equity or
debt financing, continue to raise substantial daldatut our ability to continue as a going conc@ur financial statements for the quarter er
June 30, 2010 were prepared assuming we wouldnuentés a going concern, which contemplates thizagian of assets and the settlement of
liabilities and commitments in the normal courséo$iness. The accompanying consolidated finastagments do not include any
adjustments to reflect the possible future effectshe recoverability and classification of assgtthe amounts and classifications of liabilities
that could result should we be unable to contiraia going concern.

2. Inventory

Inventory consists of the following (in thousis):

June 30, 201 December 31, 20C

Finished good $ 2521 $ 2,79/
Raw materials 85¢€ 917
$ 3,38 $ 3,711

The provision for excess inventory is base@stimated forecasted usage of inventories (see #JoA significant change in demand for
certain products as compared to forecasted ammengesult in recording additional provisions faasolete or excess inventory. During 2009,
we experienced lower than anticipated sale(ookes GABAlue to slower ordering cycles compounded by théimoed economic slowdown
and our inability to direct additional sales andrkesing resources after the product launch givenfioancial constraints. While we believed
we would be able to utilize all of the $1.8 milliohinventory purchased through our normal operetiom 2009 and beyond, several events in
the fourth quarter of 2009 led us to evaluate thewnt of inventory on hand and its valuation. Witk impact of the economic conditions
during 2009 on our business which was more sebarewe expected, including on the launch of our pevductJones GABA and our
inability to direct additional sales and marketiegources after the product launch given our firdmonstraints, it became evident in the
fourth quarter of 2009 that we had excess invenbesond forecasted demand. Additionally, our pragimeline options on alternative uses of
GABA that we had been exploring during 2009 did metterialize by the end of 2009 and are not ardateigh to materialize in any significant
way in the near future. Finally, based on thirdtypawvidence, there was minimal to no value placethe GABA ingredient. As such, in the
fourth quarter of 2009, we wrote-down the GABA int@y that was in excess of our forecasted demasaf June 30, 2010, upon further
review of our forecasted demand for GABA, we inseghthe provision for excess GABA inventory to $illion which reduced the carrying
amount of GABA raw materials and GABA finished gedd reflect the lower of cost or market value.

3. Equity Financing

On June 11, 2010, we entered into a CommockSarchase Agreement (Purchase Agreement) withgedee Small Cap Value, Ltd.
(Glengrove) which provides that, upon the terms sufgject to the conditions set forth in the Purehyagreement, Glengrove is committed to
purchase up to $10 million worth of shares of aumnmon stock over the approximately 24-month terrthefPurchase Agreement; provided,
however, in no event may we sell more than 5,2288tares of common stock, which is equal to oneedleas than 20% of our outstanding
common shares on the closing date of the Purchgeeefent, less 70,053 shares issued to Glengrawe@smitment fee.

From time to time over the term of the PurehAgreement, and at our sole discretion, we maggmieGlengrove with draw down notices to
purchase our common stock over ten consecutivengathys or such other period mutually agreed upeaw Down

10
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Period), subject to limitations based on the poiteur common stock and a limit of 2.5% of our metr&apitalization at the time of such draw
down (which limitations may be waived or modifieg inutual agreement between the parties). In adgit®@lengrove may not purchase any
shares which would result in beneficial ownershig@engrove of more than 9.9% of our then outstagdhares of common stock. Once
presented with a draw down notice, Glengrove isiireq to purchase a prata portion of the shares on each trading dayndutie Draw Dow
Period on which the daily volume weighted averagesfor our common stock exceeds a threshold giatermined by us for such draw do
The per share purchase price for these shareequiil the daily volume weighted average price ofommmon stock on each date during the
Draw Down Period on which shares are purchases delscount of 6.0%. We completed our first drawi under the under the Purchase
Agreement on July 15, 2010, for net proceeds of@pmately $1.0 million (see Note 9).

4. Other Assets

Other assets consists of the following (irugends):

June 30, 201 December 31, 20C

Certificate of depos $ — 8 37€
GABA raw materials — 23¢
GABA finished good: — 64
Other 281 35€

$ 281 % 1,03t

In September 2009, we were required to pl&3H00 in a restricted reserve account to seaurgr@missory note with Key Bank (see
Note 5), invested in a certificate of deposit. Saskets were measured at fair value under LevEtHedair value hierarchy, which means
value of the certificate of deposit was based aotephmarket prices in active markets for identacsdets. In May 2010, the note was paid in
full, and the certificate of deposit was released.

As of June 30, 2010, the provision for exd888BA inventory was increased to write-off the render of the GABA raw materials and
finished goods inventory which were in excess offotecasted inventory demands for the next twetemths for the production dbnes
GABA(see Note 2).

5. Note Payable

In September 2009, we entered into a finanagrgement with Key Bank for $376,000 for the pggpof consolidating our capital leases
with Key Bank, into one promissory note for a lovwrgerest rate. Although our fixed assets wereamgér secured, we were required, as a
of the financing, to place $376,000 in an intelesdring restricted reserve account, invested er@#ficate of deposit, to secure the note. The
terms of the arrangement included monthly paymehgsincipal and interest for 36 months and an ahpercentage rate of prime. In
May 2010, we paid the remaining balance of the jigsary note totaling $293,000, and we receivedchtaemaining balance totaling $83,000
upon the redemption of the certificate of deposit.

11
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6. Stock-Based Compensation

Under the terms of our 2002 Stock Option ardtRcted Stock Plan (the Plan), our Board of Doexmay grant options or restricted stock
awards, which are typically granted at the clogirige of our stock on the date of grant for a fjsear or ten-year term, to employees, officers,
directors and consultants and generally vest oypariad of fortytwo months, with the first 1/7th vesting six monffem the grant date and t
balance vesting in equal amounts every six mottdetfter. At June 30, 2010, there were 843,528 shat unissued common stock author
and available for issuance under the Plan.

(a) Stock options:

A summary of our stock option activity is afidws:

Outstanding Options
Weighted Average

Number of Exercise
Shares Price
Balance at January 1, 20 1,389,49 $ 2.9¢
Option grantec 712,00( 0.81
Options exercise (67,089 0.7¢
Options cancelled/expire (309,43) 2.37
Balance at June 30, 20 1,724,98 $ 2.2C
Exercisable, June 30, 20 914,16! $ 3.14
Vested and expected to vi 1,620,84. $ 2.27
(b) Restricted stock awards:
A summary of our restricted stock activityais follows:
Weighted-
Weighted-Average Average
Restricted Grant Date Contractual
Shares Fair Value Life
Non-vested restricted stock at January 1, 2 33,83: $ 6.0€ 8.01 yrs
Granted —
Vested (7,224 6.2¢
Cancelled/expire: (8,579 5.8¢
Non-vested restricted stock at June 30, 2 18,03¢ $ 5.91 7.55 yrs

Of the vested shares, a total of 808 and 1shabes were withheld by the Company as paymentifbholding taxes due in connection with
the vesting of restricted stock awards issued utitePlan for the three and six months ended JOn2@L0. The average price paid per sha
$2.03 and $1.82 respectively, reflects the avenagiket value per share of the shares withheldsfoptirposes.

(c) Stock-based compensation expense:

Stock-based compensation expense is recogu&ng the straight-line attribution method over #mployees’ requisite service period. We
recognize compensation expense for only the podfatock options or restricted stock that are etgekto vest. Therefore, we apply estimated
forfeiture rates that are derived from historicalpdoyee termination behavior. If the actual numifeforfeitures differs from those estimated
management, additional adjustments to stock-basegbensation expense may be required in future gerio

At June 30, 2010, the unrecognized compensatipense related to stock options and non-vesttdated stock awards was $430,000 and
$55,800, respectively, which is to be recognizeeraveighted-average periods of 2.4 years and Jafsyeespectively.
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The following table summarizes the stock-basmdpensation expense (in thousands):

Three months ended June 3( Six months ended June 3(
2010 2009 2010 2009
Type of awards:
Stock options $ 21: $ 13¢ $ 34¢ $ 364
Restricted stoc 21 7 53 77
$ 234 $ 14t $ 401 $ 441
Income statement account
Promotion and sellin $ 25 $ (13 $ 58 $ 98
General and administrati\ 20¢ 15€ 348 348
$ 234 $ 14t $ 401 $ 441

We employ the following key weighted averagswumptions in determining the fair value of stopkians, using the Black-Scholes option
pricing model.

Six months ended June 30,

2010 2009
Expected dividend yiel — —
Expected stock price volatilit 91.% 87.4%
Risk-free interest rat 2.8% 2.2%
Expected term (in year 5.6 year 5.9 year
Weighte-average grant date f-value $ 0.6C $ 0.5¢

The aggregate intrinsic value of stock optiontstanding at June 30, 2010 and 2009 was $31580®281,000 and for options exercisable
was $188,000 and $16,000, respectively. The intrivalue of outstanding and exercisable stock ogtis calculated as the quoted market |
of the stock at the balance sheet date less theisagrice of the option. The total intrinsic valof options exercised during the three and six
months ended June 30, 2010 and 2009 was $57,0080sswd $58,000 and $0, respectively.

7. Commitments and contingencies

Commitments

In June 2010, we agreed to terminate the Ameéigponsorship Agreement with the Seattle Seahalaksd July 15, 2009, effectively
ending the agreement two years early and withautrimg any material early termination penalties.gk June 30, 2010, we continue to have
commitments under our Sponsorship Agreements Wwéh\tew Jersey Nets and Portland Trailblazers.

These obligations vary in terms. Sponsorshimations in future periods under these commitreemée expected to occur as follows (in
thousands):

2015 and
Total 2010 2011 2012 2013 2014 Thereafter
Sponsorship 7,40¢ 23t 32C 1,55( 1,59¢ 1,641 2,06¢

Legal proceedings

On September 4, 2007, a putative class actomplaint was filed against us, our then servinigfobixecutive officer, and our then serving
chief financial officer in the U.S. District Couur the Western District of Washington, allegingiohs under Section 10(b) and 20(a) of the
Securities Exchange Act of 1934, as amended, afel Rb-5 promulgated thereunder. The case wadeghfialtzman v. Jones Soda Company,
et al., Case No. 07-cv-1366-RSL, and purported to beditban behalf of a class of purchasers of our comstock during the period
March 9, 2007 to August 2, 2007. Six substantisiiyilar complaints subsequently were filed in thene court, some of which alleged claims
on behalf of a class of purchasers of our commaockstiuring the period November 1, 2006 to Augug2dQ)7. Some of the subsequently filed
complaints added as defendants certain currentoaineer directors and another former officer of @@mpany. The complaints generally
alleged violations of federal securities laws basedamong other things, false and misleading statés and omissions about our financial
results and business prospects. The complainthsoagpecified damages, interest, attorneys’ feests, and expenses. On October 26, 2007,
these seven lawsuits were consolidated as a

13




Table of Contents

single action entitleth re Jones Soda Company Securities Litigati@ase No. 07-cv-1366-RSL. On March 5, 2008, therCappointed
Robert Burrell lead plaintiff in the consolidatestarities case. On May 5, 2008, the lead plaifitétl a First Amended Consolidated
Complaint, which purports to allege claims on bébéh class of purchasers of our common stocknduttie period of January 10, 2007, to
May 1, 2008, against the Company and Peter vak,iat former Chief Executive Officer, former Chraan of the Board, and former director.
The First Amended Consolidated Complaint genewdlges violations of federal securities laws basedamong other things, false and
misleading statements and omissions about our exgres with retailers, allocation of resources, basiness prospects. Defendants filed a
motion to dismiss the amended complaint on JuBOD8. After hearing oral argument on February 2 @he Court granted the motion to
dismiss in its entirety on February 9, 2009. Piéimfiled their motion for leave to amend theimaplaint on March 25, 2009. On June 22, 2(
the Court issued an order denying plaintiffedtion for leave to amend and dismissed the cagepsejudice. On July 7, 2009, the Court ent
judgment in favor of the Company and Mr. van St@k. August 5, 2009, plaintiffs filed a notice ofpaal of the Cou’s orders dismissing the
complaint and denying plaintiffs’ motion for leateamend, and the resulting July 7, 2009 judgnEme. parties’ briefing on the appeal was
completed on March 4, 2010, and the Ninth Circwtf@ of Appeals heard oral argument on July 15020lb decision has been issued.

In addition, on September 5, 2007, a sharehaldrivative action was filed in the Superior Qdar King County, Washington, allegedly on
behalf of and for the benefit of the Company, agla@ertain of our former officers and current aodrfer directors. The case is entit@tamer
v. van Stolk, et al.Case No. 07-2-29187-3 SEA (Cramer Action). ThenBany also was named as a hominal defendant. Foeir o
shareholders filed substantially similar derivatbases. Two of these actions were filed in Sup&aurt for King County, Washington. One of
these two Superior Court actions has been volupt@dismissed and the other has been consolidatédtihe Cramer Action under the captiol
re Jones Soda Co. Derivative Litigation, Lead Qése07-2-31254-4 SEA. On April 28, 2008, plaintiffsthe consolidated action filed an
amended complaint based on the same basic allegaifdact as in the federal securities class astand alleging, among other things, that
certain of our current and former officers and clioes breached their fiduciary duties to the Conypeaamd were unjustly enriched in connection
with the public disclosures that are the subjedheffederal securities class actions. On May R82€he Court signed a stipulation and order
staying the proceedings in the consolidated Crakation until all motions to dismiss in the consaitdd federal securities class action have
been adjudicated.

The two remaining shareholder derivative ardivere filed in the U.S. District Court for the S¥ern District of Washington. On April 10,
2008, the Court presiding over the federal derisatiases consolidated them under the caption Sextan Stolk, et al., Case No. 07-
1782RSL (Sexton Action), and appointed Bryan P t&elead plaintiff. The Court also established secechedule, which, among other things,
set the close of fact discovery as January 4, 2008 set a trial date of May 4, 2009. The acti@mprising the consolidated Sexton Action are
based on the same basic allegations of fact deisdcurities class actions filed in the U.S. @is€ourt for the Western District of Washing
and the Cramer Action, filed in the Superior CdartKing County. The actions comprising the Sexfartion allege, among other things, that
certain of our current and former directors andcefls breached their fiduciary duties to the Conypeamd were unjustly enriched in connection
with the public disclosures that are the subjedheffederal securities class actions. The comislai@ek unspecified damages, restitution,
disgorgement of profits, equitable and injunctigbef, attorneys’ fees, costs, and expenses. Thet@as approved a stipulation by the parties
to stay the Sexton Action until the resolutiontod appeal in the securities class action descebege.

The Cramer Action and Sexton Action are deiweain nature and do not seek monetary damages the Company. However, the
Company may be required, throughout the pendendyeohction, to advance payment of legal fees astsdncurred by the defendants and
litigation may result in significant obligationsrfpayment of defense costs and indemnification.

On March 12, 2010, a shareholder filed sudtimst Jones Soda, its Chief Executive Officer, imdirectors, alleging that the defendants
breached their fiduciary duties to the Companygided and abetted such breaches, by entering itareh 9, 2010 letter of intent to merge
Jones Soda with Reed’s, Inc. The case is en@@learabikou v. Jones Soda Co., et,dling County Superior Court Case No. 10-2-10226-4
SEA (March 12, 2010). A substantially similar cages initiated on March 19, entitl&htes v. Jones Soda Co., et,daling County Superior
Court Case No. 10-2-10932-3 SEA (March 19, 2010hiad case, entitleBeasley v. Jones Soda Co., et &ing County Superior Court Case
No. 1(-2-13266-0 SEA, was filed on April 7, 2010. Theethircases purport to have been brought on behaltlefss comprising all current
Jones Soda shareholders. The shareholder plaisiffight to prevent a merger of Jones Soda and ®ded: on the terms announced in the
March 9 letter of intent, and also request attoshées and costs. By agreement of the partiethiae cases have been dismissed without
prejudice.

We are unable to predict the outcome of thimias described above.
In addition to the matters above, we are oy bwinvolved from time to time in various claimsddegal actions arising in the ordinary
course of business, including proceedings involyingduct liability claims and other employee clajmsd tort and other
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general liability claims, for which we carry insace, as well as trademark, copyright, and relak@ichs and legal actions. In the opinion of our
management, the ultimate disposition of these msttél not have a material adverse effect on ammsolidated financial position, results of
operations or liquidity.

8. Segment Information

We have one operating segment with operafioinsarily in the United States and Canada. Salesasigned to geographic locations based
on the location of customers. Geographic informmaifoas follows (in thousands):

Three months ended June 30, Six months ended June 30,

2010 2009 2010 2009
United State! $ 3,78¢ $ 5,48¢ $ 6,48¢ $11,35¢
Canade 1,32z 1,72 2,33t 2,81¢
Other Countrie: 25¢ 267 43¢ 37¢
Total revenu $ 5,36¢ $ 7,48 $ 9,25¢ $ 14,55

During the three months ended June 30, 20d®@A9, three of our customers represented appat&lyn35% and 29%, respectively of
revenue, one of which, A. Lassonde Inc., a Canadi@b distributor, represented approximately 24% B4@b, respectively of revenue. Duri
the six months ended June 30, 2010 and 2009, tfireer customers represented approximately 329@2d@4, respectively of revenue, one of
which, A. Lassonde Inc., a Canadian DSD distributepresented approximately 21% and 11%, respégiieevenue.

9. Subsequent Events

On July 15, 2010, we completed a draw dowreundr equity line of credit arrangement with Glemge, pursuant to which Glengrove
purchased 900,164 shares of our common stock agjgregate purchase price of $1.1 million, or apipnaxely $1.22 per share. Net proceeds
of approximately $1.0 million were received, afeducting offering costs of approximately $65,08@ intend to use the proceeds from sales
of securities under the facility for targeted fumglifor new marketing programs, to secure and gesgelr distributor and national retail
accounts, and for working capital and other gensogborate purposes (see Note 3). The issuand¢eahares of common stock to Glengrove
and the sale of those shares from time to time leyp@ove to the public are covered by our RegistnaStatement on Form S-3 (No. 333-
166556), filed with the Securities and Exchange @dgsion on May 6, 2010, as amended and supplemented

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

You should read the following discussion and anslysconjunction with our unaudited condensed otidated financial statements and
related notes included elsewhere in this Reportthed2009 audited consolidated financial statemants notes thereto included in our Annual
Report orForm 10-K , which was filed with the Securities &dahange Commission (SEC) on March 31, 2010.

This Quarterly Report on Form 10-Q and the documémtorporated herein by reference contain forwérdking statements. These
statements relate to future events or our futunaritial performance. In some cases, you can igefuifvard-looking statements by
terminology such as “believe,” “expect,” “intend,"anticipate,” “estimate,” “may,” “will,” “can,” “pl  an,” “predict,” “could,” “future,”
variations of such words, and similar expressidifsese statements are only predictions. Actual svantesults may differ materially. In
evaluating these statements, you should specificalhsider various factors, including the riskslimatd at the beginning of this report under
“Cautionary Notice Regarding Forward-Looking Statems” and in Item 1A of our most recent Annual Repo Form 10-K filed with the
SEC. These factors may cause our actual resutigffer materially from any forward-looking statemgnExcept as required by law, we
undertake no obligation to publicly release anyisesns to these forward- looking statements thay imamade to reflect events or
circumstances after the date hereof or to refleetaccurrence of unanticipated events.
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Overview

We develop, produce, market and distributenge of premium beverages including the followiogrfbrands:

« Jones Pure Cane So®, a premium carbonated soft drink with three new msitens launched in targeted markets during 2
» Jones Refresco De Cafia Py,
*  Our seasonal sodeJones Jumble™and
« Jones Zilch™our zero calorie offering

« Jones 24(®, an enhanced water bevera

« Jones GAB/®, a functional tea juice blend; al

e WhoopAss Energy Drir®, a citrus energy drin}

We sell and distribute our products primatilypoughout the United States (U.S.) and Canadaigireur network of independent
distributors, which we refer to as our direct stdedivery (DSD) channel, national retail accoumtbjch we refer to as our direct to retail
(DTR) channel, as well as through licensing arramgats. We do not directly manufacture our prodbatsinstead outsource the manufactu
process to third party contract packers.

In 2007, we expanded our distribution to thecgry and mass merchant channel in the U.S. witkerclusive manufacturing and
distribution agreement with National Beverage CéNational Beverage), which we refer to as our emtiate soda distribution (CSD) chan
Through this arrangement, we identify and secuialess across the U.S. fdones Soda2-ounce cans, and we are responsible for all sales
efforts, marketing, advertising and promotion. ldgsooncentrate supplied by Jones, National Bevdratie manufactures and sells on an
exclusive basis the products directly to retailetswever, beginning in 2009, we have changed oategjic direction, emphasizing our higher-
margin, core products, including alwnes Pure Cane Sodgass bottle business, with less emphasis on olx €@nnel, which is a lower
margin business for us.

To this end, in December 2009, we introducednew packaging for our core glass bottles, thet fime our packaging had been completely
refreshed in almost 12 years. The new look isrtitliy Jones, updated with higher resolution prigtitesigned to improve shelf presence fol
brand. We believe the new packaging highlightspmrtfolio of flavors while also delivering a cohesj sustainable brand message to our
consumers.

Our products are sold in 50 states in the En8.nine provinces in Canada, primarily in supekeis, our national accounts as well as
convenience stores, delicatessens, and sandwigs.sWWee also sell various products on-line, whichrefer to as our interactive channel,
including soda with customized labels, wearablaady and other items. We have focused our salesankketing resources on the expansion
and penetration of our products through our inddpendistributor network and national retail acdsun our core markets consisting of the
Northwest, Southwest and Midwest U.S. and Canalaedl as targeted expansion into our less pemetratarkets consisting of the Northe
and Southeast U.S. In addition, we are expandingnternational business outside of North Amerind have secured distribution with
independent distributors in Ireland, the Unitedddom, Australia, Japan and the United Arab Emirates

During the second quarter of 2010, Walmartdathorized us to retail our products in Walmalt's.-based stores. Under the authorization,
we have been allocated three shelf facings forstoou assorted 6-pack of Jones Pure Cane Soda.-paek6will include two bottles each of
some of our most popular flavors — Green AppleBeemonade and Cream Soda. We are also providinRefresco De Cafia Pugroduc
line in Walmart stores in certain localized mark@tsis authorization provides us with the opportyitd expand our retail outlet distribution,
making our core products more accessible to neweaisting consumers. As of the date of this repmrt,existing distribution network
provides coverage to approximately 75% of Walmapproximately 3,800 U.S.-based stores. We areaygtivorking with our distribution
partners to make our product available in thesestand to expand our distribution network to seéingeremainder of the Walmart stores
throughout the country.

Beginning in 2004, we launched our licensingibess strategy as a method to extend our brameh@m-alternative beverage products and
non-beverage products. We currently have licenamgngements with three companies and we beliatenth are able
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to partner with these companies to manufacturesloglated products and extend our Jones brandékat products that we feel enhance our
brand image. We do not expect this business torbatarial part of our operations in 2010.

Our business strategy is to increase salexpgnding distribution of our brands in new andstng markets (primarily within North
America), stimulating consumer awareness anddfialir products, thus leading to increased relesamd purchase intent of our brands. Our
business strategy focuses on:

» expanding points of distribution for our produc

» creating strong alignment with our key distributc

» developing innovative beverage brands and prod

« stimulating strong consumer demand for our existirands and products, with primary emphasis intt& and Canadi

» inviting consumers to participate in our brantlgh submission of photographs to be placed ogldahrough our interactive
application of myJones.com; a

» licensing our brand equity for the creation of etheverage or n-beverage product

In order to compete effectively in the beveragdustry, we believe that we must convince indepat distributors thatones Pure Cane
Sodais a leading brand in the premium soda segmetteoélternative or New Age beverage industry. Adddily, as a means of maintaining
and expanding our distribution network, we introelmew products and product extensions, and wheramtad, new brands. During 2009, we
launched three new product extensions ofJaures Pure Cane Sodlésted above) and one new braddnes GABA

Launched in February 200lnes GABA is our first line of beverage products containftgarma GABA, is offered in a 12-ounce slim can,
and is part of a new emerging category of funclitbeaerages. Our results with respecitmes GABAlepend in part on our ability to market
the product’s benefits of enhanced focus and glénit studies have shown GABA providdenes GABAs our first entry into the new
emerging category of functional beverages and idimsi beverage product containing GABA.

Effective July 28, 2010, we sold the two p&eand all rights thereto (the “Patents8iat covered our patented custom label processhinct
party that intends to pursue opportunities to eikphe Patents. Under the agreement, we will rexaiportion of any compensation that the
third party receives in the future attributablette licensing, enforcement or other exploitationthaf Patents. We have a repurchase right with
respect to the Patents if we do not receive mininadilitional payments from the third party in anijecdar year. We retained a worldwide,
non-exclusive, nontransferable, nonsublicenseata|ty-free, fully-paid, perpetual license in tRatents, solely for use with respect to our
products and services, which is not subject to iteation for any reason. Under the agreement, we ledse the right to pre-approve any license
or assignment of the Patents for certain producsenrices.

The beverage industry, and particularly thom@panies selling premium beverages like us, caaffeeted by macroeconomic factors
including changes in national, regional, and l@manomic conditions, unemployment levels and comswgpending patterns, which together
may impact the willingness of consumers to purclmasgroducts as they adjust their discretionagnsiing. The recent disruptions in the
overall economy and financial markets as a refuteglobal economic downturn have adversely ingdour two primary markets: the U.S.
and Canada. This has reduced consumer confideribe gaconomy and we believe has negatively affecdedumers’ willingness to purchase
our products as they reduce their discretionarydiog. Moreover, current economic conditions mayeasely affect the ability of our
distributors to obtain the credit necessary to ftivedr working capital needs, which could negathietpact their ability or desire to continue to
purchase products from us in the same frequenoigs@aumes as they have done in the past. Therbeao assurances that the financial
markets will stabilize or recover in the monthsathehat consumer confidence will be restoredhat &ccess to the credit markets will become
available. If the current economic conditions perer deteriorate, sales of our products coulddweisely affected, collectability of accounts
receivable may be compromised and we may face ebsehce issues with our inventory, any of whichdbave a material adverse impact on
our operating results and financial condition.

In June 2010, we entered into an equity liheredit arrangement with Glengrove Small Cap Valutd (Glengrove), pursuant to which
Glengrove is committed to purchase, upon the temmassubject to the conditions of the purchase ageeeestablishing the facility, up to
$10 million worth of shares of our common stockeTacility provides that, we may, from time to tinoxer the 24-
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month term of the facility and at our sole disaetipresent Glengrove with draw down notices t@pase our common stock at a price equ
the daily volume weighted average price of our camrstock on each date during the draw down penoaliich shares are purchased, less a
discount of 6%. We believe that the equity linedit arrangement will provide a committed sowt&nancing sufficient to fund our

working capital requirements through 2010 and beyamd, on July 15, 2010, we settled our first ddmwn for net proceeds of approximately
$1.0 million. (See Notes 3 and 9 to the financiatements).

Additionally, we believe we have other finamgialternatives available to us. However, thesaraditives may require significant cash
payments for interest and other costs or couldigieyhdilutive to our existing shareholders. We tinne to monitor whether credit facilities
may be available to us on acceptable terms. Ttarde no assurance any new debt or equity finarasiragngement will be available to us
when needed on acceptable terms, if at all. Intexidithere can be no assurance that these finguadi@rnatives would provide us with
sufficient funds to meet our long-term capital regments. We may explore strategic transactionibarbest interest of the Company and our
shareholders, which may include, without limitatiomergers or other business combinations, publjriwate offerings of debt or equity
financings, joint ventures with one or more stratggartners and other strategic alternatives, fertet can be no assurance that we will entel
a definitive agreement with respect to any stratéginsaction or that any such transaction we migr énto will ultimately be consummated or
approved by our shareholders, if applicable.

If our sales volumes further decline mateyi&bm our expectations during 2010 as a resut@fsening economic conditions or otherwise,
and since we would not likely be able to furthetuee our costs by a sufficient amount, we may tablento generate enough cash flow from
operations to cover our working capital requirersdat the balance of the year. These uncertairtiggther with our inability to implement
further meaningful cost containment measures beytoose we have already undertaken and the extreiféityult environment in which to
obtain additional equity or debt financing, conginto raise substantial doubt about our abilitydotmue as a going concern (seéglidity and
Capital Resources”).

Results of Operations

The following selected unaudited financial aperating data are derived from our condensedatidiased financial statements and should
be read in conjunction with “Management’s Discussand Analysis of Financial Condition and Resuft®©perations” and our condensed
consolidated financial statements.

Three Months Ended June 30, Six Months Ended June 30,
% % % %
2010 of Revenut 2009 of Revenu 2010 of Revenut 2009 of Revenut

(Dollars in thousands, except share data)
Consolidated statements @
operation data:

Revenue $ 5,36¢ 100.0( $ 7,48 100.0( $ 9,25¢ 100.0( $ 14,554 100.0(
Cost of goods sol (3,899 (72.€) (5,42€) (72.5) (6,979 (75.9) (11,059 (75.9
Write-down of exces

GABA inventory (17¢) (3.3 — (0.0) (17¢) (1.9) — (0.0)
Gross profi 1,29: 24.1 2,05¢ 27.5 2,101 22.1 3,501 24.1
Licensing revenu 8 0.1 23 0.3 18 0.2 51 0.4
Promotion and sellin

expense: (2,07¢) (20.2 (2,247 (30.0) (2,307 (24.9 (4,567 (31.9)
General and administrati\

expense: (1,745 (32.5) (1,759 (23.5) (3,42§ (37.0 (3,560 (24.5)
Loss from operation (1,529 (28.9) (1,927 (25.7) (3,617 (39.0 (4,569 (31.9)
Other expense, n (3 (0.7) (22) (0.3 (8) (0.7) — (0.0)
Loss before income tax (1,52%) (28.5) (1,947 (26.0) (3,619 (39.7) (4,569 (31.9
Income tax

(expense) benef (29 (0.5) (25) (0.3 (67) (0.7 1 (0.7
Net loss $ (1,559 (29.0 $(1,967) (26.9) $ (3,68¢) (39.9) $ (4,56%) (31.9)
Basic and diluted net lo:

per share $ (0.0€) $ (0.07) $ (0.19 $ (0.17)
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As of
June 30, 201 December 31, 20C
(Dollars in thousands)

Balance sheet data

Cash and cash equivalents and accounts recei $ 5920 $ 7,48:
Fixed assets, ni 43¢ 807
Total asset 10,59( 13,53¢
Long-term liabilities 2 21¢
Working capital 6,26( 8,53(
Three months Ended June 30 Six months Ended June 30
2010 2009 2010 2009

Case Sale Data (2¢&-ounce equivalent):

Finished products cas 390,50( 611,60( 701,10( 1,153,401
Concentrate cast 84,00( 204,80( 110,80( 368,10(
Total case: 474,50( 816,40( 811,90( 1,521,501

Quarter Ended June 30, 2010 Compared to Quarter Ended June 30, 2009
Revenue

For the quarter ended June 30, 2010, revemseapproximately $5.4 million, a decrease of $2lliam, or 28.3% from $7.5 million in
revenue for the three months ended June 30, 20@9d&crease in revenue was primarily attributaibke decrease in total case sales of 41.9%
to 474,500 cases. Case sales through our DTR aBddb&nnels decreased 36.2% to 390,500 cases. leéticase sales of our core product,
Jones Sodglass bottles, of approximately 95,100 cases dautid to the reduced case sales, and we believevéis caused primarily by
reduced demand resulting from the impact of thenesoc downturn on consumer spending levels. We ex@sonomic conditions to continue
to have a negative impact on our business durid@ 28Iso contributing to the decline was a redutiim24C shipments of 52,200 cases. In
addition, the loss of significant DTR customergarly 2010, contributed to a lesser extent to #dide in case sales and resulted in our
decision to discontinue thlmnes Organicd andJones Natural® brands. Case sales of concentrate to National Bgeettecreased to 84,000
cases, or 59.0%, compared to the same period & 2Z30part of management’s strategic refocus, wenihto continue to emphasize our
higher-margin core products, including dlanes Pure Cane Sodgass bottle business and the product extensidiatéd in 2009 including
Jones Zilct™ | with less emphasis on our CSD channel, whichlégsvar margin business for us. We expect our gisate focus on our higher
margin core products and the loss of these sigmfiDTR customers will have a negative impact ch(2€ase sales compared to prior periods.

For the quarter ended June 30, 2010, promafiowances and slotting fees, which are a redodtaevenue, totaled $344,000, a decrease
of $540,000, or 61.0%, from $884,000 a year age. décrease in promotion allowances and slotting ess primarily attributable to a
decrease in promotion allowances in our DSD chaaneélto a lesser extent, a decrease in our DTRnehaue to pricing strategies which
lowered the use of promotion allowances in exchdag®wer delivered pricing. We believe using prational allowances as a way to prormr
our core products, while judiciously using slottiiegs to gain access on new products, is a moaatad strategy under current economic
conditions.

Gross Profit

For the quarter ended June 30, 2010, grosi gexreased by approximately $762,000, or 37.1241.3 million as compared to
$2.1 million in gross profit for the quarter endkdhe 30, 2009. This decrease was primarily a re§idwer sales volumes in our core product,
Jones Sodglass bottles coupled with the impact to our DTRrotel due to discontinuance difnes Organic& andJones Natural® brands a
a result of the loss of significant DTR customergarly 2010. Additionally, this decrease was latiied to an additional $178,000 write-down
of excess GABA inventory. These decreases to gnaég were offset by a reduction in promotion alances and slotting fees. For the quarter
ended June 30, 2010, gross profit as a percenfageenue decreased to 24.1% from 27.5% compartéitetsecond quarter of 2009, caused
primarily the effect of the GABA write-off which adributed 3.3% to the decline.

Licensing Revenue

Licensing revenue decreased 66.5%, or $150088,000 for the quarter ended June 30, 2010 $2&)000 for the quarter ended June 30,
2009, and consisted primarily of our exclusivertigiag arrangements with Big Sky Brands Jones Sod&lavor Booster
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Hard Candy. We believe licensing revenue was dowentd the negative impact on sales resulting frieeneiconomic downturn. We do not
expect licensing revenue to represent a materigilopoof our overall revenues in 2010.

Promotion and Selling Expenses

Promotion and selling expenses for the quamneied June 30, 2010 were approximately $1.1 mjlkodecrease of $1.2 million, or 51.9%,
from $2.2 million for the quarter ended June 3M2@Promotion and selling expenses as a percenfageenue decreased to 20.1% for the
quarter ended June 30, 2010, from 30.0% in the gmeried in 2009. The decrease in promotion andhgedixpenses was primarily due to a
decrease in selling expenses year over year of,8@0;/to $545,000, or 10.2% of revenue. This degreasulted primarily from decreases in
sales personnel in conjunction with the strategioaus and cost containment efforts during 2009¢kvimcluded reductions in workforce and
our realigned channel focus, contributing to a dase in promotional expenses. Although we antieipate continued effects of the prior
year's workforce reductions on 2010 in reducing onggingmotion and selling expenses compared to 2089 in the process of hiring
additional sales personnel to support our stratéggcuring and growing larger distributor and ol retail accounts. Also contributing to the
decrease in promotion and selling expenses wa$& @80 decrease in trade promotion and marketipgreses from $1.2 million to $533,000,
or 9.9% of revenue for the quarter ended June BD),2due in part to our cost containment efforts.

General and Administrative Expenses

General and administrative expenses for tlegtquended June 30, 2010 were $1.7 million, aedeser of $13,000, or 0.8%, compared to
$1.8 million for the quarter ended June 30, 2008néal and administrative expenses as a perceotaigeenue increased to 32.5% for the
three months ended June 30, 2010 from 23.5% isdhee period of 2009. General and administrativeresgs were impacted by a decrease in
professional fees offset by an increase to bad elgiense due to adjustments in the prior year géhiat reduced the allowance for doubtful
accounts.

Income Tax (Expense) Benefit

Provision for income taxes for the quarterezhdune 30, 2010 and 2009 was an expense of $28n0$25,000, respectively. The tax
provision relates primarily to the tax provisioniacome from our Canadian operations. No tax bérgefecorded for the loss in our U.S.
operations as we have recorded a full valuatiamwalhce on our U.S. net deferred tax assets. Weceigeontinue to record a full valuation
allowance on our U.S. net deferred tax assets wetustain an appropriate level of taxable inctimeugh improved U.S. operations. Our
effective tax rate is based on recurring factorsluding the forecasted mix of income before taresrious jurisdictions, estimated permanent
differences and the recording of a full valuatitiowance on our U.S. net deferred tax assets.

Net Loss

Net loss for the quarter ended June 30, 2@tPedsed to $1.6 million from a net loss of $2.0ioni for the quarter ended June 30, 2009.
This was due to decreases in promotion and sedtpgnse of $1.2 million as a result of decreasessleries and benefits primarily due to
headcount reductions and cost containment effofffsetting these decreases was a reduction in gradis of $762,000 as a result of lower
sales in our DSD and DTR channels due to a reduatisales of our core produdpnes Sodglass bottles coupled with the impact of the loss
of significant DTR customers in early 2010, respedy.

Six Month Period Ended June 30, 2010 and 2009
Revenue

For the six months ended June 30, 2010, reveras approximately $9.3 million, a decrease 08 $5illion, or 36.4% from $14.6 million in
revenue for the six months ended June 30, 2009d&beease in revenue was primarily attributable tdecrease in total case sales of 46.6% to
811,900 cases. Case sales through our DTR and b&mnels decreased 39.2% to 701,100 cases. A datlaase sales of our core product,
Jones Sodglass bottles, of approximately 215,600 cases itaried to the reduced case sales, and we beligvevéts caused primarily by
reduced demand resulting from the impact of thaéendc downturn on consumer spending levels. We ebg@eonomic conditions to continue
to have a negative impact on our business durid@ 28Iso contributing to the decline was a redutiimJones GABAhipments of 38,300
cases; sales have significantly declined subsedaetstlaunch in February 2009. In addition, tbesl of significant DTR customers in early
2010, contributed to a lesser extent to the dedtirase sales and resulted in our decision tamdiswue thelones Organicd andJones
Naturals® brands. Case sales of concentrate to
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National Beverage decreased to 110,800 cases, @68ompared to the same period of 2009. As gartamagemer's strategic refocus, we
intend to continue to emphasize our higher-margie products, including owilones Pure Cane Sodgass bottle business and the product
extensions initiated in 2009 includidgnes Zilchv , with less emphasis on our CSD channel, whichlésvar margin business for us. We
expect our strategy to focus on our higher margie products and the loss of these significant RTi&omers will have a negative impact on
2010 case sales compared to prior periods.

For the six months ended June 30, 2010, priomatlowances and slotting fees, which are a rédndo revenue, totaled $753,000, a
decrease of $1.2 million, or 61.2%, from $1.9 roillia year ago. The decrease in promotion allowaseslotting fees was primarily
attributable to a decrease in promotion allowamcesir DSD channel and to a lesser extent, a dseneaour DTR channel due to pricing
strategies which lowered the use of promotion aloges in exchange for lower delivered pricing. Whelve using promotional allowances as
a way to promote our core products, while judicipussing slotting fees to gain access on new prtxjis a more balanced strategy under
current economic conditions.

Gross Profit

For the six months ended June 30, 2010, gnas# decreased by approximately $1.4 million40r0%, to $2.1 million as compared to
$3.5 million in gross profit for the six months eudJune 30, 2009. This decrease was primarilywudtrelsreduction inJones GABAhipments
subsequent to its launch in February 2009 and |@akes volumes in our core produltines Sodglass bottles coupled with the impact to our
DTR channel due to discontinuancelohes Organic& andJones Natural® brands as a result of the loss of significant DTRtemers in
early 2010. Additionally, this decrease was attiélduto an additional $178,000 writlewn of excess GABA inventory. These decreasesdst
profit were offset by a reduction in promotion alnces and slotting fees and a significant redndtictorage costs per case due to lower
inventory levels. For the six months ended JuneBQQ, gross profit as a percentage of revenuesdsed to 22.7% from 24.1% compared to
the first six months of 2009, caused primarily bg effect of the GABA write-off which contributed9% to the decline.

Licensing Revenue

Licensing revenue decreased 65.2%, or $33f00k1.8,000 for the six months ended June 30, 2@10 $51,000 for the six months ended
June 30, 2009, and consisted primarily of our esigkilicensing arrangements with Big Sky BrandsJmres Sod&lavor Booster Hard Cand
We believe licensing revenue was down due to tlgatiee impact on sales resulting from the econaoienturn. We do not expect licensing
revenue to represent a material portion of our @lezvenues in 2010.

Promotion and Selling Expenses

Promotion and selling expenses for the sixtimoended June 30, 2010 were approximately $21®mik decrease of $2.3 million, or
49.5%, from $4.6 million for the six months endedd 30, 2009. Promotion and selling expenses ascamtage of revenue decreased to
24.9% for the six months ended June 30, 2010, B&r8% in the same period in 2009. The decreaseomgtion and selling expenses was
primarily due to a decrease in selling expenses geer year of $1.2 million, to $1.2 million, or B2 of revenue. This decrease resulted
primarily from decreases in sales personnel inwgwetjon with the strategic refocus and cost comt&int efforts during 2009, which included
reductions in workforce and our realigned chanoeu$, contributing to a decrease in promotionakasps. Although we anticipate some
continued effects of the prior year’s workforceuetions on 2010 in reducing ongoing promotion agltirey expenses compared to 2009, we
are in the process of hiring additional sales pamsbto support our strategy of securing and grgvémger distributor and national retail
accounts. Also contributing to the decrease in ftion and selling expenses was a $1.1 million deswrén trade promotion and marketing
expenses from $2.2 million to $1.1 million, or 1%.3®f revenue for the six months ended June 30, ,201€in part to our cost containment
efforts.

General and Administrative Expenses

General and administrative expenses for thensinths ended June 30, 2010 were $3.4 millioreciehse of $132,000, or 3.7%, compare
$3.6 million for the six months ended June 30, 2@@&neral and administrative expenses as a pegeenfaevenue increased to 37.0% for the
six months ended June 30, 2010 from 24.5% in threegzeriod of 2009. The decrease in general andrastngitive expenses was primarily due
to a decrease in professional fees. This decreaseartially offset by an increase of salaries laertefits in the first six months of 2010
compared to the same period in 2009. This increesalaries and benefits resulted primarily fronvéo salaries and benefits a year ago due to
the reversal of accrued bonuses in the first sinttiof 2009 as a result of the determination imdii&2009 not to award cash bonuses to the
executive group for 2008 related corporate perforeeawhich was in turn was offset by decreasegaubount primarily as a result of the
strategic refocus and cost containment effortsngu2i009, including reductions in workforce. Thd frdar effects of the workforce reductions
implemented in 2009 are expected
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to reduce ongoing general and administrative exgeims2010 compared to 2009. The decrease in demetadministrative expenses was also
partially offset by an increase in bad debt expehseto adjustments in the prior year period thdticed the allowance for doubtful accounts.

Income Tax (Expense) Benefit

Provision for income taxes for the six morghsled June 30, 2010 and 2009 was an expense 00$6and a benefit of $1,000, respectiv
The tax provision relates primarily to the tax geion on income from our Canadian operations. Médenefit is recorded for the loss in our
U.S. operations as we have recorded a full valoaltmwance on our U.S. net deferred tax assetseXjgect to continue to record a full
valuation allowance on our U.S. net deferred taetssuntil we sustain an appropriate level of texairome through improved U.S.
operations. Our effective tax rate is based onrremufactors, including the forecasted mix of ino®before taxes in various jurisdictions,
estimated permanent differences and the recordiagul valuation allowance on our U.S. net dedertax assets.

Net Loss

Net loss for the six months ended June 300 2i@treased to $3.7 million from a net loss of $dilion for the six months ended June 30,
2009. This was due to decreases in promotion dfidgsexpense of $2.3 million as a result of dese=ain salaries and benefits primarily du
headcount reductions and cost containment effofffsetting these decreases was a reduction in gradis of $1.4 million as a result of lower
sales in our DSD and DTR channels due to a reduatiour core producflones Sodaglass bottles coupled with the impact of the Idss o
significant DTR customers in early 2010, respedtyive

Liquidity and Capital Resources
Liquidity

As of June 30, 2010, we had cash and caslaquots of approximately $2.5 million and workingpital of $6.3 million. Cash used in
operating activities during the six months endeteJ80, 2010 totaled $2.5 million. For the quartetter June 30, 2010, cash provided by
operating activities totaled $6,000. Our cash fleasy throughout the year based on seasonalitytrééigionally use more cash in the first half
of the year as we build inventory to support ostdrically seasonally-stronger shipping months pfilthrough September, and expect cash
used by operating activities to decrease in therskbalf of the year as we collect receivables gerd during our stronger shipping months.
Additionally, for the six months ended June 30,203et cash provided by investing activities tale$860,000 due primarily to the redemption
of the restricted certificate of deposit in conjtioc with the repayment of the note payable, whi¢ cash used by financing activities totaled
$285,000 due to the note payable repayment. Wereda net loss of $1.6 million during the threenths ended June 30, 2010, and our
accumulated deficit increased to $43.6 million Bdume 30, 2010.

Our ability to execute on our operating plad &0 manage our costs in light of persisting asweconomic conditions continues to be
critical to the success and the performance obosiness. We considered the macroeconomic fademrmsing from the global economic
downturn and its effects on our 2009 results, belgthat these economic conditions will likely timoie throughout 2010. The beverage
industry, and particularly those companies selprgmium beverages like us, can be affected by neaormmic factors, including changes in
national, regional, and local economic conditiameemployment levels and consumer spending pattetrish together may impact the
willingness of consumers to purchase our produsthey adjust their discretionary spending.

Our operating plan takes into account ourioored focus on higher-margin core products, ingigdiurJones Pure Cane Sodgass bottle
business, with less emphasis on our concentragedisttibution channel, which is a lower marginibess for us. Our operating plan also
factors in the use of cash to meet our remainimgractual obligations for 2010 totaling approximat&2.3 million. A substantial portion of
these contractual obligations (approximately 82%heftotal) consists of obligations to purchase maaterials, including sugar and glass under
our supply agreements. We enter into these sugpBeanents in order to fix the cost of these key maaterials, which we expect will be used
in the ordinary course of our business in 2010.rapjmately 10% of our contractual obligations reltd payments for sponsorships, which
been reduced as the result of our termination osponsorship agreement with the Seattle Seahasiksn our limited cash resources, we
intend to attempt to continue to renegotiate oarai@ing sponsorship arrangements to reduce our @atyabligations. However, there can be
no assurance that we will be able to modify thgemsorship arrangements in a timely manner to reduc payment obligations or make any
other changes to the terms of our sponsorship geraants.
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With respect to our operating expenses, oaramg plan also takes into account the cost @omiant measures we implemented in the
fourth quarter of 2008 and throughout 2009, inalgdieductions in workforce. With this reduced csisticture, we believe our operating plan,
if achieved, would allow us to meet our anticipatedh needs for the remainder of the year. Howéveuy sales volumes further decline
materially from our expectations during 2010 assult of worsening economic conditions or otherwés®l since we would not likely be able
to further reduce our costs by a sufficient amowetmay be unable to generate enough cash flow Gpenating activities to cover our work
capital requirements for the balance of the year.

In June 2010, we entered into an equity liheredit arrangement with Glengrove Small Cap Valud (Glengrove), pursuant to which
Glengrove is committed to purchase, upon the temmassubject to the conditions of the purchase ageeeestablishing the facility, up to
$10 million worth of shares of our common stockeTacility provides that, we may, from time to tinower the 24-month term of the facility
and at our sole discretion, present Glengrove ditw down notices to purchase our common stockpaita equal to the daily volume
weighted average price of our common stock on éaté during the draw down period on which sharegarchased, less a discount of 6%.
We believe that the equity line of credit arrangetneill provide a committed source of financing fieient to fund our working capital
requirements through 2010 and beyond and, on JyI2d10, we settled our first draw down for netgereds of approximately $1.0 million.
(See Notes 3 and 9 to the financial statements).

Additionally, we believe we have other finamgialternatives available to us. However, thesaraditives may require significant cash
payments for interest and other costs or couldigieyhdilutive to our existing shareholders. We tinne to monitor whether credit facilities
may be available to us on acceptable terms. Trarde no assurance that any new debt or equitgding arrangement will be available to us
when needed on acceptable terms, if at all. Intexidithere can be no assurance that these fingadiernatives would provide us with
sufficient funds to meet our long-term capital regunents. If necessary, we may explore strategitstictions in the best interest of the
Company and our shareholders, which may includéhowt limitation, mergers or other business comtidms, public or private offerings of
debt or equity financings, joint ventures with mramore strategic partners and other strategicraltives, but there can be no assurance th
will enter into a definitive agreement with resperany strategic transaction or that any suchstiation we may enter into will ultimately be
consummated or approved by our shareholders, Ifcaiybe.

We intend to continually monitor and adjust business plan as necessary to respond to devefdprim our business, our markets and the
broader economy. However, we may no longer haviicgrit margin in our plan to absorb further deeBragainst our expectations with regard
to the economy or our business. We believe ouratimgy plan already includes the majority of attlieacost cutting measures, which places
greater emphasis on the need to meet our casepsajestions in order to effectively operate ousiness. The economic conditions in 2009
and the first half of 2010 have made forecastingated for our products extremely difficult, so theseontinued uncertainty regarding our
ability to meet our revised case sales projectidbhgse uncertainties, together with our inabilitymhplement further meaningful cost
containment measures beyond those we have alremftytaken and the extremely difficult environmemwihich to obtain additional equity or
debt financing, continue to raise substantial daldatut our ability to continue as a going conc@ur financial statements for the quarter er
June 30, 2010 were prepared assuming we wouldnuantés a going concern, which contemplates thizagian of assets and the settlement of
liabilities and commitments in the normal coursdo$iness. The accompanying consolidated finastaéments do not include any
adjustments to reflect the possible future effectshe recoverability and classification of assgtthe amounts and classifications of liabilities
that could result should we be unable to contiraia going concern.

Contractual Obligations

In June 2010, we agreed to terminate the Ameéigponsorship Agreement with the Seattle Seahalaksd July 15, 2009, effectively
ending the agreement two years early and withautriimg any material early termination penalties.@k June 30, 2010, we continue to have
commitments under our Sponsorship Agreements Wwéh\tew Jersey Nets and Portland Trailblazers.

These obligations vary in terms. Sponsorsbiations in future periods under these commitra@mé expected to occur as follows (in
thousands):

2015 and
Total 2010 2011 2012 2013 2014 Thereafter
Sponsorship 7,40 23t 32C 1,55(C 1,59¢ 1,641 2,064
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In May 2010, we paid the remaining balancewfloan obligation with Key Bank totaling $293,03@e Note 5 to the financial statements),
and we have no continuing loan obligations.

Other than as described above, there hasrmearaterial change to the Contractual Obligatiatetincluded in our Annual Report on Fc
10-K for the year ended December 31, 2009.
Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements.

Seasonality

Our sales are seasonal and we experiencdisagnifluctuations in quarterly results as a resfilmany factors. We historically have
generated a greater percentage of our revenuasmdhe warm weather months of April through Septembiming of customer purchases will
vary each year and sales can be expected to siiftdne quarter to another. As a result, managebraigves that period-to-period
comparisons of results of operations are not nacdgssneaningful and should not be relied uponmgiadication of future performance or
results expected for the fiscal year.

Critical Accounting Policies

See the information concerning our criticat@mting policies included under Item 7. Managenrsddiscussion and Analysis of Financial
Condition and Results of Operations — Critical Ageting Policies in our Annual Report on Form K@er the fiscal year ended December
2009 as filed with the Securities and Exchange Cimsion on March 31, 2010. There have been no nahtghianges in our critical accounting
policies during the three months ended June 30).201

Subsequent Event

On July 15, 2010, we completed a draw downsate to Glengrove of 900,164 shares of our comsbork at an aggregate purchase pric
$1.1 million, or approximately $1.22 per share. hieiceeds of approximately $1.0 million were reedivafter deducting offering costs of
approximately $65,000. We intend to use the proeéeon sales of securities under the facility #mgeted funding for new marketing
programs, to secure and grow larger distributorraatibnal retail accounts, and for working capéatl other general corporate purposes. See
Notes 3 and 9 in Item 1 of this Report for additibimformation.

ITEM 4. CONTROLS AND PROCEDURES

Procedures
(a) Evaluation of disclosure controls and procedures

The Company maintains disclosure controlsmodedures (as defined under Rules 13a-15(e) atkd 3e) of the Securities Exchange Act
of 1934, as amended). Management, under the sspemand with the participation of our Chief ExaeetOfficer and our Chief Financial
Officer, evaluated the effectiveness of the Compmdigclosure controls and procedures pursuankth&nge Act Rule 13a-15(b) as of
June 30, 2010. Based on that evaluation, the Exetutive Officer and the Chief Financial Officencluded that these disclosure controls
procedures were effective as of June 30, 2010.

(b) Changesin internal controls

There were no changes in the Company’s inteavarol over financial reporting during the thm@@nths ended June 30, 2010 that have
materially affected, or are reasonably likely totenilly affect, our internal control over finantiaporting.

PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

On September 4, 2007, a putative class actomplaint was filed against us, our then servinigfabixecutive officer, and our then serving
chief financial officer in the U.S. District Coudr the Western District of Washington, allegingiots under Section 10(b) and 20(a) of the
Securities Exchange Act of 1934, as amended, aihel Rb-5 promulgated thereunder. The case wagezhtit
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Saltzman v. Jones Soda Company, et@hse No. 07-cv-1366-RSL, and purported to bedirtoan behalf of a class of purchasers of our
common stock during the period March 9, 2007 tosi@®, 2007. Six substantially similar complaintbsequently were filed in the same
court, some of which alleged claims on behalf ofess of purchasers of our common stock duringpgredd November 1, 2006 to August 2,
2007. Some of the subsequently filed complainteddis defendants certain current and former direetod another former officer of the
Company. The complaints generally alleged violatiohfederal securities laws based on, among diireys, false and misleading statements
and omissions about our financial results and lassipprospects. The complaints sought unspecifiedgdas, interest, attorneyges, costs, al
expenses. On October 26, 2007, these seven lawgrigsconsolidated as a single action entitherte Jones Soda Company Securities
Litigation, Case No. 07-cv-1366-RSL. On March 5, 2008, therCappointed Robert Burrell lead plaintiff in thensolidated securities case.
On May 5, 2008, the lead plaintiff filed a First A&mded Consolidated Complaint, which purports tegalclaims on behalf of a class of
purchasers of our common stock during the perioghofiary 10, 2007, to May 1, 2008, against the Gomyjand Peter van Stolk, our former
Chief Executive Officer, former Chairman of the Bihaand former director. The First Amended Consdéd Complaint generally alleges
violations of federal securities laws based on, mgnather things, false and misleading statemerdarissions about our agreements with
retailers, allocation of resources, and businesspacts. Defendants filed a motion to dismiss theraled complaint on July 7, 2008. After
hearing oral argument on February 3, 2009, the GQpanted the motion to dismiss in its entiretyr@bruary 9, 2009. Plaintiffs filed their
motion for leave to amend their complaint on Ma2&h 2009. On June 22, 2009, the Court issued ar diehying plaintiffs’ motion for leave
to amend and dismissed the case with prejudicelu®n7, 2009, the Court entered judgment in fafdhe Company and Mr. van Stolk. On
August 5, 2009, plaintiffs filed a notice of appeathe Court’s orders dismissing the complaint dedying plaintiffs’ motion for leave to
amend, and the resulting July 7, 2009 judgment.rdes’ briefing on the appeal was completed @ardl 4, 2010, and the Ninth Circuit
Court of Appeals heard oral argument on July 130200 decision has been issued.

In addition, on September 5, 2007, a sharehaldrivative action was filed in the Superior Qdar King County, Washington, allegedly on
behalf of and for the benefit of the Company, agagertain of our former officers and current aodhfer directors. The case is entitlétamer
v. van Stolk, et al.Case No. 07-2-29187-3 SEA (Cramer Action). ThenBany also was named as a hominal defendant. Foeir o
shareholders filed substantially similar derivatbases. Two of these actions were filed in Sup&iaurt for King County, Washington. One of
these two Superior Court actions has been volupt@ismissed and the other has been consolidatddtiae Cramer Action under the captiol
re Jones Soda Co. Derivative Litigation, Lead Qése07-2-31254-4 SEA. On April 28, 2008, plaintiffsthe consolidated action filed an
amended complaint based on the same basic allegaifdact as in the federal securities class astand alleging, among other things, that
certain of our current and former officers and clioes breached their fiduciary duties to the Conypeamd were unjustly enriched in connection
with the public disclosures that are the subjedheffederal securities class actions. On May R82€he Court signed a stipulation and order
staying the proceedings in the consolidated Craiwgon until all motions to dismiss in the consalidd federal securities class action have
been adjudicated.

The two remaining shareholder derivative atiovere filed in the U.S. District Court for the Stern District of Washington. On April 10,
2008, the Court presiding over the federal derisatiases consolidated them under the caption Sextan Stolk, et al., Case No. 07-
1782RSL (Sexton Action), and appointed Bryan P t&elead plaintiff. The Court also established secschedule, which, among other things,
set the close of fact discovery as January 4, 2808 set a trial date of May 4, 2009. The acti@mprising the consolidated Sexton Action are
based on the same basic allegations of fact deisdcurities class actions filed in the U.S. @is€ourt for the Western District of Washing
and the Cramer Action, filed in the Superior CdartKing County. The actions comprising the Sexéartion allege, among other things, that
certain of our current and former directors andceffs breached their fiduciary duties to the Conypamd were unjustly enriched in connection
with the public disclosures that are the subjedheffederal securities class actions. The comislai@ek unspecified damages, restitution,
disgorgement of profits, equitable and injunctigkef, attorneys’ fees, costs, and expenses. Thet@as approved a stipulation by the parties
to stay the Sexton Action until the resolutiontod appeal in the securities class action descebege.

The Cramer Action and Sexton Action are déiweain nature and do not seek monetary damages tihe Company. However, the
Company may be required, throughout the pendendyeohction, to advance payment of legal fees astsdncurred by the defendants and
litigation may result in significant obligationsrfpayment of defense costs and indemnification.

On March 12, 2010, a shareholder filed sudtimst Jones Soda, its CEO, and its directors, ialigiipat the defendants breached their
fiduciary duties to the Company, or aided and a&pesuch breaches, by entering into a March 9, B&ie of intent to merge Jones Soda with
Reed'’s, Inc. The case is entitl&harabikou v. Jones Soda Co., et,&ing County Superior Court Case No. 10-2-10228EA (March 12,
2010). A substantially similar case was initiated\darch 19, entitle®ates v. Jones Soda Co., et,&ing County Superior Court Case No. 10-
2-10932-3 SEA (March 19, 2010). A third case, &diBeasley v. Jones Soda Co., et &ing County Superior Court Case No. 10-2-13266-0
SEA, was filed on April 7, 2010. The three casegpptt to have been brought on behalf of a classpeming all current Jones Soda
shareholders. The shareholder plaintiffs sougptéwent a merger of Jones Soda
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and Reed’s, Inc. on the terms announced in the M@uletter of intent, and also request attornegssfand costs. By agreement of the parties,
all three cases have been dismissed without pegudi

We are unable to predict the outcome of thimias described above.

In addition to the matters above, we are oy bwinvolved from time to time in various claimsddegal actions arising in the ordinary
course of business, including proceedings involyinaduct liability claims and other employee clajmsd tort and other general liability
claims, for which we carry insurance, as well aslémark, copyright, and related claims and legiéd@as. In the opinion of our management,
the ultimate disposition of these matters will hate a material adverse effect on our consoliditetcial position, results of operations or
liquidity.

ITEM 1A. RISK FACTORS

In addition to the other information set foitithis report, you should carefully consider taetors discussed in Part |, “Item 1A. Risk
Factors” in our Annual Report on Form 10-K for trear ended December 31, 2009 (the “Form 10-K").

Any future equity or debt issuances by us may have dilutive or adverse effects on our existing shareholders.

In light of our need for additional financinge may issue additional shares of common stodonvertible securities that could dilute your
ownership in our company and may include termsdheg new investors rights that are superior torgolvloreover, any issuances by us of
equity securities may be at or below the prevaitimayket price of our common stock and in any eweay have a dilutive impact on your
ownership interest, which could cause the markieemf our common stock to decline. For examplelune 2010, we entered into an equity
line of credit facility with Glengrove, pursuantwdhich we may sell shares of our common stock En@tove at a discount to the prevailing
market price. Specifically, the per share purchagese for common shares purchased under the fauillt equal the daily volume weighted
average price of our common stock during the drawrdperiod over which such shares are purchasgslaleliscount of 6%.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
The following table contains information for sharepurchased during the second quarter of 2010.

Total Number of Approximate Dollar
Shares Purchased Value of Shares That
as Part of Publicly May Yet Be Purchase!
Total Number of Average Price  Announced Plans o Under the Plans or
Fiscal Period Shares Purchased(! Paid per Share(1 Programs Programs (in $‘000)

April 1 to April 30, 201C — — — —
May 1 to May 31, 201 — _
June 1 to June 30, 2010 | 80¢€ $ 2.03 — _

Total 80¢ $ 2.0¢ — —

(1) The number of shares reported above as purchasedtabutable to shares withheld by the Companyagsnent for withholding taxe
due in connection with the vesting of restricteatktawards issued under the Jones Soda Co. 200R Spiion and Restricted Stock
Plan. The average price paid per share reflectavbege market value per share of the shareselitlibr tax purpose:

(2) The following shares were repurchased during tts¢ duarter of 2010 for the same purposes as iitesd in footnote (1) abov

Fiscal Period Total Number of Shares Purchase Average Price Paid per Shar
February 1 to February 28, 20 14& 2.1¢
March 1 to March 31, 201 663 1.9¢
Total 80¢& 2.0c
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ITEM 6. EXHIBITS

10.1* Employment Offer Letter between William R. Meissa@ad Jones Soda Co., dated April 6, 2010 (Prewdilst with, and
incorporated herein by reference to, Exhibit 10.bdr current report on Forn-K, filed April 9, 2010; File No. 00-28820.)

10.2 Common Stock Purchase Agreement between the Congrah¢lengrove Small Cap Value, Ltd. dated as nédil, 2010
(Previously filed with, and incorporated hereinreference to, Exhibit 10.1 to our current report@mm 8-K, filed June 14, 2010;
File No. 00(-28820.)

31.1 Section 302 Certification of CE— William R. Meissner, Chief Executive Officer (Filégrewith.)

31.2 Section 302 Certification of CF— Michael R. CBrien, Chief Financial Officer (Filed herewitt

32.1 Section 906 Certification of CEO — William R. Memngs, Chief Executive Officer of Jones Soda Co.spant to 18 U.S.C. 1350,
as adopted pursuant to Section 906 of the Sar-Oxley Act of 2002 (Filed herewith

32.2 Section 906 Certification of CFO — Michael R. O’8ni, Chief Financial Officer of Jones Soda Co., pansto 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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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

August 13, 2010

JONES SODA CO

By: /s/ WILLIAM R. MEISSNER
William R. Meissner
President and Chief Executive Offic

By: /s/ MICHAEL R. C'BRIEN
Michael R. CBrien
Chief Financial Officer
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EXHIBIT 31.1

CERTIFICATION
I, William R. Meissner, certify that:
1. | have reviewed this quarterly report on FormQ@0f Jones Soda Co.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqgas presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and piures, or caused such disclosure controls and guoes to be designed under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidfig report is being prepared;

b. Designed such internal control over finahogéporting, or caused such internal control diveancial reporting to be designed under our
supervision, to provide reasonable assurance rieggtite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c. Evaluated the effectiveness of the regissalisclosure controls and procedures and preddntthis report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change inrgggstrant’s internal control over financial repogt that occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pessparforming the equivalent functions):

a. All significant deficiencies and materiadaknesses in the design or operation of interrarabover financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s internal
control over financial reporting.

Dated: August 13, 2010

/s/ WILLIAM R. MEISSNER
William R. Meissner
President and Chief Executive Offic




EXHIBIT 31.2

CERTIFICATION
I, Michael R. O’'Brien, certify that:
1. | have reviewed this quarterly report on FormQ@0f Jones Soda Co.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqgas presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and piures, or caused such disclosure controls and guoes to be designed under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidfig report is being prepared;

b. Designed such internal control over finahogéporting, or caused such internal control diveancial reporting to be designed under our
supervision, to provide reasonable assurance rieggtite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c. Evaluated the effectiveness of the regissalisclosure controls and procedures and preddntthis report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change inrgggstrant’s internal control over financial repogt that occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pessparforming the equivalent functions):

a. All significant deficiencies and materiadaknesses in the design or operation of interrarabover financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s internal
control over financial reporting.

Dated: August 13, 2010

/sl MICHAEL R. CBRIEN
Michael R. CBrien
Chief Financial Officer




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 Jonedé&6o. (the “Company”) on Form 10-Q for the quaeteded June 30, 2010 as filed with the
Securities and Exchange Commission on the datehg@he “Report”), |, William R. Meissner, Presideand Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. §1350,dapted pursuant to 8906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities Exg®Act of 1934 (15 U.S.C. 78m or 780
(d)); and

(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl WILLIAM R. MEISSNER

William R. Meissner
President and Chief Executive Officel

August 13, 2010




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 Jonedé&6o. (the “Company”) on Form 10-Q for the quaeteded June 30, 2010 as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), I, Michael R. O'Brien, Chief Famcial Officer of the Company, certify,
pursuant to 18 U.S.C. 81350, as adopted pursud&®a6 of the Sarbanes-Oxley Act of 2002, that:

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

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

/sl MICHAEL R. CBRIEN
Michael R. O'Brien
Chief Financial Officer

August 13, 2010






