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following box and list the Securities Act registration
statement number of the earlier effective registration
statement for the same offering. []

If this Form is a post-effective amendment filed
pursuant to Rule 462 (c) under the Securities Act of
1933, check the following box and list the Securities
Act of 1933 registration statement number of the
earlier effective registration statement for the same
offering. [1]

If this Form is a post-effective amendment filed
pursuant to Rule 462 (d) under the Securities Act of
1933, check the following box and list the Securities
Act registration statement number of the earlier
effective registration statement for the same
offering. [1]

If delivery of the prospectus is expected to be made
pursuant to Rule 434, please check the following
box. []

CALCULATION OF REGISTRATION FEE

Title of each class of Common stock,
securities to be registered $.0001 par value

Proposed maximum
aggregate offering price (1) $18,000,000.00

Amount of registration fee (1) $4,500.00 (2)

(1) Estimated solely for purposes of calculating the
registration fee in accordance with Rule 457 (o) under
the Securities Act of 1933, as amended.

(2) Previously paid.

The Registrant hereby amends this registration
statement on such date or dates as may be necessary to
delay its effective date until the Registrant shall
file a further amendment which specifically states
that this Registration Statement shall thereafter
become effective in accordance with Section 8 (a) of
the Securities Act of 1933, as amended, or until this
Registration Statement shall become effective on such
date as the Commission, acting pursuant to said
Section 8(a), may determine.

THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND
MAY BE CHANGED. WE MAY NOT SELL THESE SECURITIES UNTIL
THE REGISTRATION STATEMENT FILED WITH THE SECURITIES
AND EXCHANGE COMMISSION IS EFFECTIVE. THIS PROSPECTUS
IS NOT AN OFFER TO SELL THESE SECURITIES AND WE ARE
NOT SOLICITING OFFERS TO BUY THESE SECURITIES IN ANY
JURISDICTION WHERE THE OFFER OR SALE IS NOT PERMITTED.

PROSPECTUS (SUBJECT TO COMPLETION)
DATED November 5, 2002

[logo]
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REED'S, INC.

Offering of 3,000,000 common shares
of Reed's, Inc. at $6.00 / share.

We develop, market and distribute gourmet natural non-—
alcoholic beverages, as well as candy, ice cream and
cookies.

We are offering 3,000,000 shares of our common stock.
No public market currently exists for our shares. The
public offering price is $6.00 per share.

The shares are offered on a best efforts basis

through Blue Bay Capital, Ltd., a member of the
National Association of Securities Dealers, Inc., for
a commission equal to 8.5% (before expenses) of all
sales through Blue Bay. In addition, Blue Bay will
receive an accountable expense allowance of up to

% of all sales through Blue Bay. There is no public
trading market for our securities, and if a market
develops for our securities, it will most likely be
limited, sporadic and highly volatile.

Investing in our common stock involves a high degree
of risk. See "Risk Factors" beginning on page 5 to
read about factors you should consider before buying
shares of the common stock.

Per Share If If If
300,000 1,500,000 3,000,000
shares shares shares

are sold(l)are sold(l)are sold(1l)

Proceeds to
the Company $6.00 $1,800,000 $9,000,000 $18,000,000

Selling Agent

Commission $0.51 $ 153,000 $ 765,000 $ 1,530,000
Proceeds to

the Company

before estimated

expenses of

the offering $5.49 $1,647,000 $8,235,000 $16,470,000

Proceeds to

the Company

after estimated

expenses of

the offering $5.23 $1,431,000 $7,815,000 $15,800,000

(1) The amounts shown are for illustrative purposes
only. The offering is a best efforts offering with no
assurance that all or any shares will be sold.

There is no minimum offering amount. Offering proceeds

will not be placed in escrow. However, sales will not

be accepted from residents of Arkansas, Ohio or the District
of Columbia until at least 200,000 shares of common

stock have been sold pursuant to the offering, and Ohio
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purchasers will be required to satisfy certain suitability
standards. See "Plan of Distribution." Upon receipt, offering
proceeds will be deposited into the operating account

of Reed's and used to conduct the business affairs of

Reed's. The offering will terminate nine months after

the effective date of this prospectus unless

terminated sooner by us.

The Securities and Exchange Commission and state
securities regulators have not approved or disapproved
these securities, or determined if this prospectus is
truthful or complete. Any representation to the
contrary is a criminal offense.

The Selling Agent for this Offering is Blue Bay
Capital, Ltd.

The date of this prospectus is
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PROSPECTUS SUMMARY

This summary highlights information found in greater
detail elsewhere in this prospectus. This summary is
not complete and does not contain all of the
information you should consider before investing in
our common stock. You should read the entire
prospectus carefully, including the section titled
"Risk Factors." This prospectus describes our
company, finances and products. Federal and state
securities laws require that we include in this
prospectus all the important information that you will
need to make an investment decision.

About Our Company
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Reed's, Inc. is a Delaware corporation with its main
offices in Los Angeles, California. We changed our
name to "Reed's, Inc." from "Original Beverage
Corporation" and our state of incorporation from
Florida to Delaware in October of 2001. We began
operations in June of 1987 as a sole proprietorship
founded by Christopher J. Reed.

We are primarily in the business of manufacturing and
marketing gourmet natural non-alcoholic beverages, as
well as candy, ice cream and cookies. We currently
offer 19 beverages, including six varieties of Reed's
Ginger Brews, Virgil's Root Beer, two varieties of
China Cola, six varieties of Malibu Teaz and four
varieties of Reed's Ginger Juice Brews. However,

we consider our core business to be ginger products
rather than strictly beverages. Our more recent
products include Reed's Crystallized Ginger Candy,
Reed's Crystallized Ginger Baking Bits, Reed's Ginger
Candy Chews, Reed's Original Ginger Ice Cream, Reed's
Chocolate Ginger Ice Cream, and Reed's Green Tea
Ginger Ice Cream. We expect to be launching our
Reed's Ginger Cookie line during 2002. We sell our
products primarily in upscale gourmet and natural food
stores in the United States and Canada. Most of our
products are sold in the natural food industry.

The Offering

Common Stock being offered........... 3,000,000 shares
Offering Price......oiiiiiiiiinnnnnn. $6.00 per share
Common stock outstanding:

Prior to this offering............... 4,720,591 shares
After this offering:

if 300,000 shares are sold............ 5,020,591 shares
if 1,500,000 shares are sold.......... 6,220,591 shares

if all shares offered hereby are sold.7,720,591 shares
Use of proceeds

We plan to use the first $420,000 of net proceeds to
repay outstanding debt, and any balance for hiring
additional sales representatives, new product
launches, retail slotting, brand advertising, and
placing coolers and vending machines, with the amount
of proceeds depending on the number of shares sold.
If at least 1,500,000 shares are sold, we also intend
to use a portion of the proceeds to construct an east
coast production facility and for working capital.

Summary Financial Information

Six Months Years Ended
Ended June 30, December 31,
2002 2001 2001 2000

(unaudited) (unaudited)

Statements of Income Data:
Sales $3,362,834 $3,256,000 $6,188,221 $5,728,153
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Gross profit 830,967 594,338 1,277,013 1,164,673
Selling, general
and administrative

expenses 735,947 767,266 1,595,518 1,614,830
Income (loss)

from

operations 95,020 (172,928) (318,505) (450,157)

Loss before income taxes

and cumulative effect

of change in accounting

principles (31,772) (231,066) (521,4506) (483,813)
Provision for

income taxes

(benefit) 800 4,800 (13,200) (40,310)
Loss before cumulative

effect of change in accounting

principles (32,572) (235,866) (508,256) (443,503)
Cumulative effect

of change in accounting

principles (11,973) —= - -
Net loss (44,545) (235,866) (508,256) (443,503)
Loss per share (0.01) (0.05) (0.11) (0.11)
Weighted average shares

used to compute loss

per share 4,720,591 4,696,075 4,702,208 4,010,904

June 30, 2002 December 31, 2001

(unaudited)
Balance Sheet Data:
Total assets $4,601,115 $4,212,927
Current liabilities 1,679,304 1,221,265
Long-term liabilities,
less current portion 1,381,667 1,406,973
Stockholders' equity 1,540,144 1,584,689
RISK FACTORS
An investment in our common stock is very risky. You

should carefully consider the risk factors described
below, together with all other information in this
prospectus, before making an investment decision.
The trading price of our common stock could decline
due to any of these risks, and you could lose all or
part of your investment. You also should refer to
the other information set forth in this prospectus,
including our financial statements and the related
notes thereto.

IF WE ARE NOT ABLE TO RETAIN OUR PRESIDENT AND CEO, IT
WILL BE MORE DIFFICULT FOR US TO MANAGE OUR OPERATIONS
AND OUR OPERATING PERFORMANCE WOULD SUFFER.

Our business is dependent, to a large extent, upon the
services of Christopher J Reed, our founder,
President, CEO and Chairman of the Board. Mr. Reed is
in charge of all of our day-to-day operations. In the
event of the loss or unavailability of Mr. Reed to us,
there can be no assurance that we would be able to
timely locate or employ qualified personnel to replace
him. We do not have a written employment agreement
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with Mr. Reed. As a result, there is no assurance
that Mr. Reed will remain in our employ.

DESPITE OUR DEPENDENCE ON MR. REED, WE DO NOT
MAINTAIN KEY MAN LIFE INSURANCE ON HIM.

In the event of Mr. Reed's death, for at least a short
period our revenues and any profits could decrease
substantially without life insurance benefits to
offset at least a portion of such decrease.

THE BEVERAGE BUSINESS IS HIGHLY COMPETITIVE.

We compete primarily with other natural soda
companies including SoBe, Snapple, Mystic, Arizona,
Hansen's, and Knudsen & Sons. Several of our
competitors and potential competitors have financial
resources superior to ours. These greater resources
permit our competitors to implement extensive
advertising and promotional programs, which we have
not been, and may not be, able to match. As these
competitors enter the field, our market share may fail
to increase or may decrease despite our efforts to
continue to produce superior products through the use
of higher quality ingredients and a brewing process
that we believe remains a trade secret. See

"Business - Competition"

Competitors in the soft drink industry include
bottlers and distributors of nationally advertised and
marketed products as well as chain store and private
label soft drinks. The principal methods of
competition include: brand recognition, price and
price promotion, retail space management, service to
the retail trade, new product introductions, packaging
changes, distribution methods and advertising.

IF OUR COMPETITORS MISAPPROPRIATE OUR UN-PATENTED
PROPRIETARY KNOW-HOW, TRADE DRESS AND TRADE SECRETS,
WE WILL HAVE GREATER DIFFICULTY IN COMPETING WITH THEM
FOR BUSINESS.

We rely primarily on proprietary know-how (trade
secrets) in the production of our beverages, as well
as on confidentiality agreements with the companies
that produce our beverages and with our employees.

If our competitors develop substantially equivalent
proprietary information or otherwise obtain access to
our know-how, we will have greater difficulty in
competing with them for business, and our market share
could shrink.

We regard the protection of our trademarks, trade
dress and trade secrets as critical to our future
success. We have registered our trademarks in the
United States. We also rely on a combination of laws
and contractual restrictions, such as confidentiality
agreements, to establish and protect our proprietary
rights, trade dress and trade secrets. However, laws
and contractual restrictions may not be sufficient to
prevent misappropriation of our proprietary rights,
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trade dress or trade secrets. See "Business -
Proprietary Rights."

ANY DECREASE IN THE SUPPLY OF GINGER OR OTHER KEY
INGREDIENTS OR INCREASE IN THE PRICES OF SUCH
INGREDIENTS COULD SIGNIFICANTLY INCREASE OUR COSTS AND
REDUCE PROFITS.

We depend upon an uninterrupted supply of ginger and
certain other ingredients. See "Business - Raw
Materials." Any decrease in the supply of these
ingredients or increase in the prices of these
ingredients as a result of any adverse weather
conditions, pests or fungal disease could
substantially increase our costs and consequently
reduce profits.

AN INCREASE IN THE COSTS OF PACKAGING FOR OUR PRODUCTS
COULD DECREASE PROFITS.

We spend significant amounts on packaging for our
Products because we consider packaging to be an
important component in the sale of our products. If
the costs of our packaging increases significantly,
the total cost of our products would increase
significantly and our profits would decrease.

THE LOSS OF EITHER OF OUR TWO LARGEST CUSTOMERS WOULD
SUBSTANTIALLY REDUCE OUR REVENUES.

During the year 2001, Trader Joes and Mountain Peoples
accounted for approximately 12% and 10%, respectively,
of our sales. The loss of either customer would
substantially reduce our revenues.

WE DETERMINED THE OFFERING PRICE FOR THE SHARES BEING
OFFERED ARBITRARILY. THE MARKET PRICE FOR THE COMMON
STOCK AFTER THE OFFERING MAY VARY FROM THE OFFERING
PRICE.

Prior to this offering, there was no public market for
our common stock. We arbitrarily determined the
offering price for the shares being offered. The
price bears no direct

relationship to our assets, earnings, book value or
other such criteria of value.

For this reason, the market price after the offering
may vary from the initial offering price. As a result,
shareholders may not be able to re-sell their stock or
may have to sell at prices substantially lower than
the price they paid for it.

SINCE THERE IS NO MINIMUM NUMBER OF SHARES WHICH MUST
BE SUBSCRIBED FOR BEFORE WE CAN USE THE PROCEEDS FROM
SALES, OUR EXPANSION PLANS COULD BE AFFECTED BY THE
NUMBER OF SHARES ACTUALLY SOLD.

The speed with which we implement our expansion plans
will depend on the amount of funds available for
expansion. Such funds may be provided by the sale of
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common stock pursuant to this offering, our existing
line of credit, revenues from sales, future loans, or
otherwise. If we only sell a limited number of the
shares pursuant to this offering, our ability to
implement the expansion plans described under "Use of
Proceeds" could be delayed, depending on the amount of
other funds available to us for such purposes.

YOU WILL EXPERIENCE IMMEDIATE AND SUBSTANTIAL
DILUTION.

The initial public offering price is expected to be
substantially higher than the net tangible book wvalue
of each outstanding share of common stock. Purchasers
of common stock in this offering will suffer immediate
and substantial dilution. The dilution will be $3.88
per share, or 65%, in the net tangible book wvalue of
the common stock from the public offering price if all
shares offered hereby are sold. Such dilution will be
$4.66 per share (78%) if only 1,500,000 shares are
sold, and $5.61 per share (94%) if only 300,000 shares
are sold. If the outstanding options and warrants to
purchase shares of common stock were exercised (which
have an exercise price ranging from $0.02 to $3.00 per
share),there would be further dilution. See "Dilution"

IF WE CONTINUE TO INCUR OPERATING LOSSES, WE
EVENTUALLY MAY HAVE INSUFFICIENT WORKING CAPITAL TO
MAINTAIN OPERATIONS.

During the year 2001, we had a loss from operations of
$318,505. If we are not able to begin to earn an
operating profit at some point in the future, we
eventually may have insufficient working capital to
maintain operations.

OUR NEED FOR ADDITIONAL FINANCING IS UNCERTAIN, AS IS
OUR ABILITY TO OBTAIN FURTHER FINANCING, IF REQUIRED.

We currently anticipate that our available cash
resources combined with the net proceeds from this
offering will be sufficient to meet our anticipated
working capital and capital expenditure requirements
for at least 24 months after the date of this
prospectus. We may need to raise additional funds to
respond to business contingencies, which may include
the need to:

Fund more rapid expansion,

Fund additional marketing expenditures,
Enhance our operating infrastructure,
Respond to competitive pressures, or
Acquire complementary businesses.

* % o ok ot

We cannot assure you that additional financing will be
available on terms favorable to us, or at all. If
adequate funds are not available or are not available
on acceptable terms, our ability to fund our
operations, take advantage of opportunities, develop
products or services or otherwise respond to
competitive pressures could be significantly limited.
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FUTURE FINANCINGS COULD ADVERSELY AFFECT YOUR
OWNERSHIP INTEREST AND RIGHTS IN COMPARISON WITH THOSE
OF OTHER SHAREHOLDERS.

If additional funds are raised through the issuance of
equity or convertible debt securities, the percentage
ownership of our shareholders will be reduced, and
these newly-issued securities may have rights,
preferences or privileges senior to those of existing
shareholders, including, those acquiring shares in
this offering.

WE MAY INCUR SUBSTANTIAL LOSSES AS A RESULT OF PRODUCT
RECALL AND PRODUCT LIABILITY.

We may be liable if the consumption of any of our
products causes injury, illness or death. We also may
be required to recall some of our products if they
become contaminated or are damaged or mislabeled. A
significant product liability judgment against the
Company or a widespread product recall, to the extent
either such event was in excess of the limits of our
product liability insurance, could substantially
impair our business, financial condition and results
of operations.

WE NEED TO MANAGE OUR GROWTH AND MAINTAIN PROCEDURES
AND CONTROLS.

We are in a period of significant growth in our
operations and market opportunities. This expansion
is expected to place a significant strain on our
management, operational and financial resources. We
expect to increase our employee base. Such growth may
require improvements in our operational, accounting
and information systems, procedures and controls.

OUR MANAGEMENT HAS BROAD DISCRETION IN THE APPLICATION
OF THE NET PROCEEDS FROM THIS OFFERING.

Our management presently intends to utilize a
substantial portion of the net proceeds of this
offering for the specific purposes set forth in "Use
of Proceeds." However, we have broad discretion with
respect to redirecting the application and allocation
of the net-proceeds of this offering in light of
changes in circumstances and the availability of
certain business opportunities. As a result, any
return on investment to investors will be
substantially dependent upon the discretion and
judgment of our management with respect to the
application and allocation of the net proceeds of the
offering. See "Use of Proceeds"

OUR BOARD OF DIRECTORS HAS THE POWER TO ISSUE
ADDITIONAL SHARES OF COMMON STOCK.

Our board of directors has the power to issue any or
all of such additional common shares for general
corporate purposes without shareholder approval.
Potential investors should be aware that any such
stock issuances might result in a reduction of the

10
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book value of the common shares. If we issue any
additional common shares, such issuance will reduce
the proportionate ownership and voting power of each
other shareholder.

WE DO NOT INTEND TO DECLARE ANY CASH DIVIDENDS IN THE
FORESEEABLE FUTURE.

For the foreseeable future we expect that any
earnings, which may be generated from our operations,
will be used to finance our growth and that we will
not pay any cash dividends to shareholders. See
"Dividend Policy"

THE LOSS OF ANY OF OUR THIRD-PARTY SUPPLIERS OR
SERVICE PROVIDERS COULD IMPAIR OUR OPERATIONS AND
FINANCIAL RESULTS.

We rely on third parties to produce our beverages, to
produce our glass bottles and to bottle our beverages.
The loss of our third-party suppliers or service
providers could impair our

operations and substantially reduce our financial
results.

THE LOSS OF OUR THIRD PARTY DISTRIBUTORS COULD
INTERFERE WITH OUR OPERATIONS AND SIGNIFICANTLY REDUCE
OUR FINANCIAL RESULTS WHILE WE TRY TO REPLACE THE
DISTRIBUTORS.

We depend on distributors to distribute our beverages
and other products. Most of our distributors are not
bound by written agreements with us and may
discontinue their relationship with us on short
notice. The loss of our third party beverage
distributors could interfere with our operations and
consequently reduce our sales and financial results.

BECAUSE IT MAY BE IMPOSSIBLE TO EFFECT A CHANGE IN
CONTROL OF REED'S WITHOUT THE CONSENT OF CHRISTOPHER
J. REED, MANAGEMENT IS ENTRENCHED EVEN THOUGH
SHAREHOLDERS MAY BELIEVE OTHER MANAGEMENT MAY BE
BETTER AND A POTENTIAL SUITOR WHO OTHERWISE MIGHT BE
WILLING TO PAY A PREMIUM TO REED'S MAY DECIDE NOT TO
ATTEMPT AN ACQUISITION.

Christopher J. Reed, our President, CEO and
Chairperson of the Board, currently owns approximately
68% our outstanding voting stock. If all shares
offered hereby are sold, Mr. Reed

will hold approximately 42% of our outstanding voting
stock. If only 1,500,000 shares offered hereby (50%)
are sold, Mr. Reed will own 51.6% of the outstanding
voting stock, while if only 300,000 shares (10%) are
sold, he will own 64% of the outstanding voting stock.
Consequently, Mr. Reed may be able to control the
outcome on all matters requiring shareholder approval,
including the election and removal of directors and
any merger, consolidation or sale of all or
substantially all of our assets, and the ability to
control our management and affairs. See "Principal
Shareholders." Furthermore, an event of default will

11
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occur under our loan agreement with ALCO Financial
Services LLC, among other things, if Mr. Reed owns
less than 50% of our outstanding common stock, or
fails to devote 100% of his efforts towards our
business, or no longer holds his current positions
with us. See "Business - Loan Agreement." These
default provisions could hinder any attempted change
of control.

THERE IS NO PUBLIC TRADING MARKET FOR OUR
SECURITIES, AND IF A MARKET DEVELOPS FOR OUR
SECURITIES, IT WILL MOST LIKELY BE LIMITED, SPORADIC
AND HIGHLY VOLATILE.

As a result, if you purchase shares of our common
stock and later decide to sell the shares, you may
have difficulty selling the shares, and the price at
which you can sell the shares (if at all) could be
less than you might otherwise obtain if a broad public
market for the common stock existed.

A SUBSTANTIAL NUMBER OF OUR SHARES WILL BE AVAILABLE
FOR SALE IN THE PUBLIC MARKET AFTER THE OFFERING AND
SALES OF THOSE SHARES COULD ADVERSELY AFFECT OUR STOCK
PRICE.

Sales of a substantial number of shares of common
stock into the public market after this offering, or
the perception that such sales could occur, could
substantially reduce our stock price in any public
market and could impair our ability to obtain capital
through an offering of equity securities.

After the offering we will have

7,720,591 shares of common stock outstanding if all
shares offered hereby are sold, 6,220,591 shares
outstanding if half (1,500,000) of the shares offered
hereby are sold, and 5,020,591 shares outstanding if
ten percent (300,000) of the shares offered hereby are
sold. All of the shares of common stock to be sold in
this offering will be freely tradable without
restriction or further registration under the federal
securities laws.

Of the shares currently outstanding,

4,275,889 shares are "restricted securities" under the
Securities Act. Some of these "restricted securities"
will be subject to restrictions on the timing, manner
and volume of sales of such shares, as described under
"Shares Available For Future Resale."

OUR SELLING AGENT WAS FORMED RECENTLY AND IS
INEXPERIENCED.

Because Blue Bay Capital, Ltd. was organized on
October 24, 2001 and is inexperienced, it may not be
as able to assist us in selling the shares as a more
experienced broker-dealer.

OUR COMMON STOCK MAY BECOME SUBJECT TO PENNY STOCK
REGULATION THAT MAY AFFECT THE LIQUIDITY FOR OUR
COMMON STOCK.

12



Edgar Filing: REEDS INC - Form SB-2/A

Shares of our common stock may become subject to the
rules adopted by the Securities and Exchange
Commission that regulate broker-dealer practices in
connection with transactions in "penny stocks." Penny
stocks are generally equity securities with a price of
less than $5.00 (other than securities registered on
certain national securities exchanges or quoted on the
NASDAQ system, provided that current price and volume
information with respect to transactions in such
securities is provided by the exchange or system).

The penny stock rules require a broker-dealer, prior
to a transaction in a penny stock not otherwise exempt
from those rules, deliver a standardized risk
disclosure document prepared by the Securities and
Exchange Commission, which contains the following:

a description of the nature and level of risk in the
market for penny stocks in both public offerings and
secondary trading;

a description of the broker's or dealer's duties to
the customer and of the rights and remedies available
to the customer with respect to violation to such
duties or other requirements of Securities' laws;

a brief, clear, narrative description of a dealer
market, including "bid" and "ask" prices for penny
stocks and significance of the spread between the
"bid" and "ask" price;

a toll-free telephone number for inquiries on
disciplinary actions; definitions of significant terms
in the disclosure document or in the conduct of
trading in penny stocks; and

such other information and is in such form (including
language, type, size and format), as the Commission
shall require by rule or regulation.

Prior to effecting any transaction in penny stock, the
broker-dealer also must provide the customer the
following:

the bid and offer quotations for the penny stock;

the compensation of the broker-dealer and its
salesperson in the transaction;

the number of shares to which such bid and ask prices
apply, or other comparable information relating to the
depth and liquidity of the market for such stock; and

to the depth and liquidity of the market for such
stock; and

monthly account statements showing the market value of
each penny stock held in the customer's account.

In addition, the penny stock rules require that prior
to a transaction in a penny stock not otherwise exempt
from those rules, the broker-dealer must make a

special written determination that the penny stock is

13
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a suitable investment for the purchaser and receive
the purchaser's written acknowledgment of the receipt
of a risk disclosure statement, a written agreement to
transactions involving penny stocks, and a signed and
dated copy of a written suitably statement. These
disclosure requirements may have the effect of
reducing the trading activity in the secondary market
for a stock such as our common stock that is subject
to the penny stock rules.

FORWARD LOOKING STATEMENTS

Some of the statements under the "Prospectus Summary,"
"Risk Factors," "Management's Discussion and Analysis
of Financial Condition and Results of Operations,"
"Business" and elsewhere in this prospectus constitute
forward-looking statements. These statements involve
known and unknown risks, uncertainties and other
factors that may cause our actual results, levels of
activity, performance, or achievements to be
materially different from any future results, levels
of activity, performance, or achievement expressed or
implied by such forward-looking statements. Such
factors include, among other things, those listed
under "Risk Factors" and elsewhere in this prospectus.

In some cases, you can identify forward-looking

statements by terminology such as "may," "will,"
"should, " "could," "expects," "plan," "anticipates,"
"believes," "estimates," "predicts," "potential," or

"continue" or the negative of such terms or other
comparable terminology.

Although we believe that the expectations reflected in
the forward-looking statements are reasonable, we
cannot guarantee future results, levels of activity,
performance, or achievements. Moreover, neither we nor
any other person assumes responsibility for the
accuracy and completeness of such statements. We are
under no duty to update any of the forward-looking
statements after the date of this prospectus.

USE OF PROCEEDS

Our net proceeds from this offering, after deducting
the 8.5% sales commission and offering expenses
estimated to range from approximately $180,000 to
$670,000, will be from $0 to $15,800,000 depending
upon the number of shares sold. The offering is being
made on a best efforts basis, and we do not know how
many shares will be sold in the offering.

The primary purposes of this offering are to obtain
additional capital, create a public market for the
common stock, and facilitate future access to public
markets. In general, we intend to use the net
proceeds from this offering to retire indebtedness;
hire additional sales representatives; purchase and
place coolers, vending machines and other marketing
tools; and to continue launching new products. We
intend to use a small portion of the net proceeds to
provide for increased office staff and infrastructure.
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We presently expect to use the estimated net proceeds
from the offering substantially as set forth in the
table below if the number of shares indicated are sold
pursuant to the offering. However, this is a best
efforts offering and there is no assurance that all or
any shares will be sold.

Proposed Use Estimated Estimated Estimated
Amount If Amount If Amount If
300,000 1,500,000 3,000,000
Shares Shares Shares
Are Sold Are Sold Are Sold
(%50f Total) (%50f Total) (% of Total)
Debt retirement $420,000 $420,000 $420,000
(29.3%) (5.4%) (2.7%)
Additional sales 250,000 1,100,000 1,800,000
representatives (17.4%) (14.1%) (11.4%)
New product 200,000 600,000 1,000,000
launches (14.0%) (7.7%) (6.3%)
Retail slotting 220,000 1,700,000 4,500,000
(15.4%) (21.7%) (28.5%)
Brand advertising 150,000 1,000,000 1,500,000
(10.5%) (12.8%) (9.5%)
Cooler/vending 50,000 2,000,000 5,200,000
program (3.5%) (25.6%) (32.9%)
Eastern production 0 745,000 745,000
facility (0%) (9.5%) (4.7%)
Working capital 141,000 250,000 635,000
(9.9%) (3.2%) (4.0%)
Total $ 1,431,000 $ 7,815,000 $15,800,000
(100.0%) (100.0%) (100.0%)

We cannot assure you that the above dollar amounts
will be specifically allocated as set forth in the
foregoing table. As a result, our management will
have discretion in the application of the proceeds.
Allocation of net proceeds is further subject to
future events including general economic conditions,
changes in our strategy and response to competitive
pressures and consumer preferences associated with the
products will sell. Pending ultimate application, the
net proceeds will be invested in interest-bearing
securities guaranteed by the U.S. government or its
agencies.

Depending on the number of shares sold pursuant to
this offering, we intend to repay some or all of the
$370,000 in loans from unrelated third parties and the
$50,000 loan from a related party that we are using to
fund this offering and the building of our first
production facility.
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We currently have two sales representatives working
alongside our mainstream distributors. As a result of
these tests, we are anticipating expanding the number
of direct hired sales representatives to work along
side our mainstream distributors. Each sales
representatives is expected to cost the Company
approximately $50,000 per year in salary and expenses.

New product launches cost from $25,000 to $100,000.

We currently intend to launch up to twenty or more new
products during the next twelve months. Strategic
expansions of the Virgil's line and the China Cola
line are planned. At least two more Ginger Brews are
in the works. Four ice creams, four cookies, ginger
chews and three more ginger candies round out the work
in progress and ahead.

Retail supermarkets require slotting fees to place
products on the shelf. Based on our successes to date
in supermarkets, we are planning to expand our
presence in supermarkets. The cost for a new placement
is normally between one case of free goods per store
per new item placed to $100 per store per new item
placed. We are planning to place 3 new items in up to
30,000 new accounts.

We are planning to use strategic consumer and trade
targeted advertising to build brand awareness. The
advertising will be employed to support existing and
new product placements. The advertising planned will
include print ads in both magazine and newspapers,
public relations and consumer event sponsorships where
our products can be sampled.

Marketing plans include placement of up to 2,000
Reed's branded refrigerated coolers and a similar
placement of Reed's branded vending machines
throughout the United States and Canada. We consider
coolers and vending machines to be very efficient and
proven marketing models.

We believe that our operations become more efficient
with each brewing and bottling facility we open. We
plan in the next few years to open and outfit at least
three regional facilities in the United States and
Canada. Each additional facility costs about $745,000
to bring online including location, equipment and
personnel. Each facility creates greater efficiency in
production and distribution, direct savings in
shipping costs and greater exposure for our brands.
Most importantly, ownership of production protects
proprietary formulas, recipes, and procedures while
maintaining consistent, high quality control.

In the event that only a limited number of shares are
sold, we will reduce or eliminate the proposed uses as
described in the table above. The speed with which we
expand our marketing and advertising of our products,
and the number of products we offer to the public,
will depend in substantial part on the number of
shares of common stock sold pursuant to this offering.
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If only a limited number of shares are sold, our
expansion plans will take substantially longer to
implement. This, in turn, could reduce our potential
profitability.

In June 2002, we entered into a revolving loan and
security agreement pursuant to which we are able to
borrow up to $500,000. See "Business - Loan
Agreement." We intend to use all or a portion of any
funds borrowed pursuant to this agreement, in addition
to the proceeds from the sale of the shares offered
hereby, for the uses described above.

DIVIDEND POLICY

We have never declared or paid any cash dividends on
our common stock and do not anticipate paying cash
dividends in the foreseeable future. We currently
intend to retain future earnings, if any, to finance
operations and expansion of our business.

CAPITALIZATION

The following table sets forth our capitalization at
June 30, 2002.

Current liabilities:

Bank overdraft $ 26,757
Current portion of long-term debt 169,017
Line of credit 35,947
Other liabilities 1,447,583
Total current liabilities 1,679,304

Long-term liabilities

Long-term debt 1,116,123
Notes payable to related parties 265,544
Total long-term liabilities 1,381,667

Stockholders' equity:
Common stock - par value $.0001 per share:

Authorized -

50,000,000 shares Issued and

outstanding - 4,720,591 shares 472
Additional paid-in capital 2,414,824
Retained (deficit) (875,152)
Total stockholders' equity 1,540,144
Total capitalization $4,601,115
DILUTION

Our net tangible book value at June 30, 2002 was
$678,991, or $0.14 per share. Our net tangible book
value per share is determined by subtracting the total
amount of our liabilities from the total amount of our
tangible assets and dividing the remainder by the
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weighted average number of shares of our common stock
outstanding.

The as adjusted net tangible book value per share
after this offering will be $2.12 if all shares
offered hereby are sold. Therefore, purchasers of
shares of common stock in this offering will realize
an immediate dilution of at least $3.88 per share or
about 65% of their investment. If fewer than all
shares offered hereby are sold, the dilution will be
greater. The following table illustrates this
dilution, assuming all shares offered hereby are sold:

Offering price per share of common stock $6.00
Net tangible book value per common share at June 30,
2002 $0.14
Increase per common share attributable to new

Investors $1.98
Net tangible book value per share of common stock

after the offering $2.12
Dilution per share of common stock to new

Investors $3.88

If only 1,500,000 shares of common stock are sold
pursuant to this offering, the as adjusted book value
per share after the offering will be $1.34, and
purchasers in this offering will realize an immediate
dilution of $4.66 per share (approximately 77% of
their investment). If only 300,000 shares of common
stock are sold pursuant to this offering, the as
adjusted book value per share after the offering will
be $0.39, and purchasers in this offering will realize
an immediate dilution of $5.61 per share
(approximately 94% of their investment).

Additional dilution will result to the extent that
outstanding options, warrants, and convertible debt to
purchase our common stock are exercised. As of June
30, 2002, we had outstanding options and warrants to
purchase an aggregate of 483,876 shares of common
stock at a weighted average exercise price of $1.06
per share. As of March 31, 2002, we had outstanding
convertible debt to purchase an aggregate of 90,770
shares of common stock at a weighted average exercise
price of $2.06 per share.

During the five years prior to the date of the
prospectus, the Company has sold shares of common
stock for prices ranging from $1.00 to $4.00 per
share. None of such persons were executive officers,
directors, affiliates or promoters of the Company at
the time of purchase.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

We are a premium, natural beverage company with a
small but growing line of non-beverage food items such
as ice cream and candy. Currently, our products are
being produced by third party co-packers that we
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supply with our products raw materials and packaging.
We are in the process of constructing a production
plant on the west coast where we have bought a
warehouse and are retrofitting it for beverage
manufacturing. We expect to realize production,
freight and warehouse savings in excess to the related
increase in depreciation and amortization. We expect
to become a co-pack facility for other beverage
companies potentially increasing revenues.

In recent years the premium beverage business has
experienced the following trends:

?Growing consumer demand for all-natural, health
oriented products;

?Proliferation of new products including premium
beverages, bottled water and beverages enhanced with
herbal additives or vitamins; and

?Consolidation/acquisition of beverage companies;

In June 2002, the Company executed an agreement which
provides a line of credit of up to $500,000. See
"Business - Loan Agreement."

Twelve Months Ended December 31, 2000 Compared To
Twelve Months Ended December 31, 2001

Net Sales. Net sales increased by $460,068 or 8.0%
from $5,728,153 in 2000 to $6,188,221 in 2001. The net
sales increase was primarily a result of sales growth
of existing products in existing accounts (3.8%), and
the new ginger ice cream line (4.2%).

Gross Profit. As a percentage of net sales, gross
profit increased from 20.3% in 2000 to 20.6% in 2001.
This increase was primarily the result of decreased
trade discounts.

Selling Expenses. Selling expenses decreased by
$23,524 or 3.5% from $681,513 in 2000 to $657,989 in
2001 and decreased as a percentage of net sales from
11.9% in 2000 to 10.6% in 2001. The decrease in
selling expenses was primarily due to a reduction in
promotion expenses(1l.9%) and trade show

expenses (1.6%) .

General And Administrative Expenses. General and
administrative expenses increased by $4,212 or 0.5%
from $933,317 in 2000 to $937,529 in 2001 and
decreased as a percentage of net sales from 16.3% in
2000 to 15.2% in 2001. Accounting expenses increased
82% from 2000 to 2001 due to this SB-2 filing.
Amortization and Depreciation increased 82% from 2000
to 2001 due to software, equipment purchases and
goodwill. Most other expenses decreased as cost
cutting measures have been implemented.

Interest and Other Expenses. In fiscal 2001, interest
expense was $204,457 and interest income was $2,894,
resulting in a net interest expense of $201,563. 1In
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the previous fiscal year, interest expense was $62,299
and interest income was $13,051, for a net interest
expense of $49,248. The Company had lower interest
income due to the reduced cash in money market
accounts. Interest expenses were higher due to the
mortgage for the new production facility, a $74,340
non-cash expense associated with stock warrants for
the $420,000 loan in 2001, a $16,516 non-cash imputed
interest expense associated for the Virgil's purchase
loan which was interest free, actual interest on the
$420,000 loan in 2001 and discount on notes payable.

In 2001, we had other non-operating expenses of $1,388
was due to exchange rate losses from overseas
purchases. In 2000, we had non-operating income of
$15,592 due to a one time forgiveness of debt.

Liquidity And Capital Resources. We have financed our
operations to date through a public offering of common
stock, private sales of equity and convertible debt
securities, a line of credit from a financial
institution and a private debt offering. At December
31, 2001, we had working capital of $836,199, an
increase of $46,440 over our working capital balance
of $789,759 at December 31, 2000. The net increase in
working capital was primarily attributable to our
sales of corporate interest bearing notes.

Net cash provided by operating activities for the year
ending December 31, 2001 was $149,978, primarily a
result of the increase in accounts payable, and
collections on receivables.

Net cash used in investing activities of $211,514
primarily related to the purchase of property and
equipment.

Net cash provided by financing activities of $289,358
resulted primarily from the private placement in 2001
of corporate interest bearing notes. A building
improvement loan of $168,000 is still available from
the SBA and is expected to be used in 2002.

Twelve Months Ended December 31, 2000 Compared To
Twelve Months Ended December 31, 1999

Net Sales. Net sales increased by $714,116 or 14.2%
from $5,014,037 in 1999 to $5,728,153 in 2000. The net
sales increase was primarily a result of the
acquisition of Virgil's Root Beer (7.8%), sales growth
of existing products in existing accounts (4.1%), and
new products (2.3%).

Cost of Goods Sold. Cost of goods sold increased by
$798,714 or 21.2% from $3,764,766 in 1999 to
$4,563,480 in 2000 and increased as a percentage of
net sales from 75.1% in 1999 to 79.7% in 2000. This
4.6% increase in cost of goods sold was primarily the
result of increased trade discounts (2.1%) reducing
net sales and increased freight costs (2.5%). Freight
costs increased due to fuel prices increasing and
trade promotions and discounts increased due to new
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product launches.

Selling Expenses. Selling expenses increased by
$314,448 or 85.7% from $367,065 in 1999 to $681,513 in
2000 and increased as a percentage of net sales from
7.3% in 1999 to 11.9% in 2000. The increase in selling
expenses was primarily due to increased use of brokers
(21.4%), additional direct hire sales representatives
(23.2%), increased trade show expenses and promotion
expenses (27.4%). These costs were incurred in an
effort to expand our sales both beyond our traditional
markets and geographically.

General And Administrative Expenses. General and
administrative expenses increased by $241,330 or 34.9%
from $691,987 in 1999 to $933,317 in 2000 and
increased as a percentage of net sales from 13.8% in
1999 to 16.3% in 2000. The increase in general and
administrative expenses is primarily a result of an
increase in amortization (3.6%), payroll (9.0%),
travel (8.3%), telephone (1.7%) and storage and
moving. These expenses increased due to increased
staff to support our expanded marketing efforts.

Interest and Other Expenses. In fiscal 2000, interest
expense was $62,299 and interest income was $13,051,
resulting in a net interest expense of $49,248. 1In
the previous fiscal year, interest expense was $44,840
and interest income was $104, for a net interest
expense of $44,736. The Company had higher interest
income due to the equity investments of the SCOR
offering. Interest expenses were higher due to the
purchase of Virgil's Root Beer.

In 1999, we had other non-operating expenses of
$142,175 less non-operating income of $5,000. In 2000,
we had non-operating income of $15,592 and no non-
operating expenses. The non-operating expenses in 1999
were related to the company's first SCOR public
offering. The non-operating income from 1999 was for a
settlement income from a lawsuit and the $15,592 of
non-operating income in 2000 was for a onetime
forgiveness of debt.

Liquidity And Capital Resources. We have financed our
operations to date through a public offering of common
stock, private sales of equity and convertible debt
securities, a line of credit from a financial
institution and cash generated from operations. At
December 31, 2000, we had working capital of $789,759,
an increase of $483,243 over our working capital
balance of $306,516 at December 31, 1999. The net
increase in working capital was primarily attributable
to our use of the proceeds from the common stock sales
to invest in inventory and pay down certain current
liabilities.

Net cash used by operating activities for the year
ended December 31, 2000 was $688,076, primarily a

result of the net loss and an increase in inventories.

Net cash used in investing activities of $423,730
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primarily related to the purchase of property and
equipment.

Net cash provided by financing activities of
$1,108,973 resulted primarily from the sale of the
Company's common stock.

Six Months Ended June 30, 2001 Compared To Six Months
Ended June 30, 2002

Net Sales. Net sales increased by $106,834 or 3.3%
from $3,256,000 in the first six months of 2001 to
$3,362,834 in the first six months of 2002. The net
sales 1increase was primarily a result of sales growth
of existing products 2.1%) and the introduction of
new products (1.2%).

Gross Profit. As a percentage of net sales, gross
profit increased from 18.3% in the first six months of
2001 to 24.7% in the first six months of 2002. This
increase was primarily the result of decreased trade
discounts thereby increasing the net sales per case
(3.8%) and by the negotiating of better pricing from
suppliers for most of the raw materials and packaging
used in the finished goods sold (2.6%).

Selling Expenses. Selling expenses decreased by
$73,273 or 21.0% from $348,016 in the first six months
of 2001 to $274,743 in the first six months of 2002,
and decreased as a percentage of net sales from 10.7%
in the first six months of 2001 to 8.2% in the first
six months of 2002. The decrease in selling expenses
was primarily due to reduction in the sales force
(10.2%), which reduced travel expenses(4.6%). Also,
promotional expenses decreased (5.2%). The company
reduced staff and promotional expenses in certain
markets until new funding was available.

General And Administrative Expenses. General and
administrative expenses increased by $41,954 or 10.0%
from $419,250 in the first six months of 2001 to
$461,204 in the first six months of 2002, and
increased as a percentage of net sales from 12.9% in
the first six months of 2001 to 13.7% in the first
six months of 2002. Expenses are continuing to run
much higher than normal due to the increased
accounting expenses due to the this offering. Normal
general and administrative expenses have been
relatively constant.

Interest And Other Expenses. In the first six months
of 2001, interest expense was $59,417 and interest
income was $1,279, resulting in a net interest
expense of $58,138. In the first six months of 2002,
interest expense was $129,482 and interest income was
$1,114 for a net interest expense of $128,368. The
Company had higher interest expenses due to the
interest on the $420,000 loan in 2001 and a non-cash
interest expense generated by the options granted for
this loan of 