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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended October 7, 2008

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from                      to                     

Jamba, Inc.
(Exact name of registrant as specified in its charter)
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Delaware 001-32552 20-2122262
(State or other jurisdiction

of incorporation)

(Commission
File No.)

(I.R.S. Employer

Identification No.)
6475 Christie Avenue, Suite 150, Emeryville, California 94608

(Address of principal executive offices)

Registrant�s telephone number, including area code: (510) 596-0100

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to the filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definition of �accelerated filer�, �large accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act (check
one):

Large accelerated filer  ¨ Accelerated filer  x Non-accelerated filer  ¨ Smaller reporting company  ¨
(Do not check if a smaller

reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares of common stock of Jamba, Inc. issued and outstanding as of November 13, 2008 was 54,690,728.
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PART I - FINANCIAL INFORMATION

ITEM 1. UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JAMBA, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(unaudited)

(In thousands, except share and per share amounts)
October 7,

2008
January 1,

2008
ASSETS
Current assets:
Cash and cash equivalents $ 28,254 $ 23,016
Restricted cash 1,338 1,916
Receivables, net of allowances of $565 and $133 5,509 6,402
Inventories 4,039 3,582
Deferred income taxes �  6,928
Prepaid and refundable income taxes 6,132 5,814
Prepaid rent 3,010 3,261
Prepaid expenses and other current assets 963 1,607

Total current assets 49,245 52,526
Property, fixtures and equipment, net 117,277 128,861
Trademarks and other intangible assets, net 3,374 87,599
Restricted cash 3,010 2,950
Deferred income taxes 354 �  
Other long-term assets 4,585 3,066

Total assets $ 177,845 $ 275,002

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 8,868 $ 14,487
Accrued compensation and benefits 7,932 6,490
Workers� compensation and health self-insurance reserves 2,189 1,796
Accrued jambacard liability 23,918 28,576
Current portion of capital lease obligations 244 �  
Other accrued expenses and current liabilities 9,962 8,277
Derivative liabilities 2,383 9,290

Total current liabilities 55,496 68,916
Note payable 22,533 �  
Capital lease obligations 323 �  
Long-term workers� compensation and health insurance reserves 3,010 2,950
Deferred income taxes �  7,269
Deferred rent and other long-term liabilities 15,205 12,359
Commitments and contingencies (Note 8) �  �  

Total liabilities 96,567 91,494
Stockholders� equity:

55 53
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Common stock, $.001 par value, authorized 150,000,000 shares: 54,690,728 and 52,637,131 issued and outstanding
at October 7, 2008 and January 1, 2008, respectively
Additional paid-in capital 357,941 352,184
Accumulated deficit (276,718) (168,729)

Total stockholders� equity 81,278 183,508

Total liabilities and stockholders� equity $ 177,845 $ 275,002

See accompanying notes to condensed consolidated financial statements.
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JAMBA, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

12 Week Period Ended 40 Week Period Ended

(In thousands, except share and per share amounts)
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Revenue:
Company stores $ 84,427 $ 81,044 $ 279,371 $ 253,418
Franchise and other revenue 2,208 2,594 7,415 9,215

Total revenue 86,635 83,638 286,786 262,633

Operating expenses:
Cost of sales 22,746 22,486 74,459 69,697
Labor costs 28,124 25,803 97,542 81,144
Occupancy costs 10,679 9,138 34,614 28,681
Store operating costs 10,721 9,189 35,305 31,112
Depreciation and amortization 5,835 4,923 19,331 14,187
General and administrative 12,082 12,103 37,228 37,598
Store pre-opening costs 220 1,359 1,920 3,984
Store impairment 5,901 199 13,198 397
Store lease termination and closure costs 19 43 2,899 196
Trademark impairment �  �  82,600 �  
Other 1,744 1,510 3,548 4,159

Total operating expenses 98,071 86,753 402,644 271,155

Loss from operations (11,436) (3,115) (115,858) (8,522)
Other income (expense):
Gain (loss) from derivative liabilities (520) 23,271 7,610 38,750
Interest income 69 775 315 3,091
Interest expense (485) (21) (703) (155)

Total other income (expense) (936) 24,025 7,222 41,686

Income (loss) before income taxes (12,372) 20,910 (108,636) 33,164
Income tax benefit 9 1,487 647 3,509

Net income (loss) $ (12,363) $ 22,397 $ (107,989) $ 36,673

Weighted-average shares used in the computation of earnings (loss) per
share:
Basic 53,251,591 52,576,948 52,821,493 52,243,161
Diluted 53,251,591 55,468,235 52,821,493 57,871,913
Earnings (loss) per share:
Basic $ (0.23) $ 0.43 $ (2.04) $ 0.70
Diluted $ (0.23) $ 0.40 $ (2.04) $ 0.63

See accompanying notes to condensed consolidated financial statements.
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JAMBA, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

40 Week Period Ended

(In thousands)
October 7,

2008
October 16,

2007
Cash provided by operating activities:
Net income (loss) $ (107,989) $ 36,673
Adjustments to reconcile net income (loss) to cash provided by operating activities:
Depreciation and amortization 19,331 14,187
Trademark impairment 82,600 �  
Store impairment 13,198 397
Store lease termination and closure costs 2,578 197
Loss on disposals 1,182 1,074
Equity loss from joint ventures 233 72
Share-based compensation 3,896 3,090
Jambacard breakage income and amortization, net (919) 778
Bad debt expense 65 40
Deferred rent 3,336 5,213
Deferred income taxes (695) (3,737)
Gain on derivative liabilities (7,610) (38,750)
Changes in operating assets and liabilities:
Receivables 3,459 16
Inventories (457) (948)
Prepaid rent 251 305
Prepaid and refundable income taxes (318) (2,849)
Prepaid expenses and other current assets 644 530
Other long-term assets 99 (457)
Accounts payable (416) 857
Accrued compensation and benefits 1,442 2,351
Workers� compensation and health insurance reserves 453 864
Accrued jambacard liability (3,739) (1,942)
Other accrued expenses and liabilities 259 2,566

Cash provided by operating activities 10,883 20,527

Cash used in investing activities:
Capital expenditures (26,240) (38,627)
Cash paid in acquisitions, net of cash acquired �  (24,105)
Decrease (increase) in restricted cash 518 (4,848)
Investment in joint ventures (25) (30)

Cash used in investing activities (25,747) (67,610)

Cash provided by financing activities:
Borrowings on debt facility 22,588 �  
Payments on debt facility (588) �  
Payment of debt issuance costs (1,227) �  
Principal payment on capital leases and notes (671) �  
Proceeds from warrant exercises �  4,017
Proceeds from exercise of stock options �  213
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Cash provided by financing activities 20,102 4,230

Net (decrease) increase in cash and cash equivalents 5,238 (42,853)
Cash and cash equivalents at beginning of period 23,016 87,379

Cash and cash equivalents at end of period $ 28,254 $ 44,526

Supplemental cash flow information:
Cash paid for interest $ 406 $ 101
Cash paid for income taxes 58 1,849

See accompanying notes to condensed consolidated financial statements.
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JAMBA, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Jamba, Inc. (the �Company�), a Delaware corporation, and its wholly-owned subsidiary, Jamba Juice Company is a retailer of premium quality
blended-to-order fruit smoothies, squeezed-to-order juices, blended beverages and healthy snacks. As of October 7, 2008, there were 749
locations consisting of 520 company-owned and operated stores (�Company Stores�) and 229 franchise stores.

Unaudited Interim Financial Information�The condensed consolidated balance sheet as of October 7, 2008 and the condensed consolidated
statements of operations and cash flows for each of the 12 week and 40 week periods ended October 7, 2008 and October 16, 2007 are
unaudited, and have been prepared on the same basis as the Company�s audited consolidated financial statements. In the opinion of management,
such statements include all material adjustments (consisting of only normal recurring adjustments) considered necessary to present fairly the
financial position as of October 7, 2008 and the results of operations and cash flows for the 12 week and 40 week periods ended October 7, 2008
and October 16, 2007. The condensed consolidated balance sheet as of January 1, 2008 has been derived from the Company�s audited
consolidated financial statements. Operating results for the 12 week and 40 week period ended October 7, 2008 are not necessarily indicative of
the results that may be expected for the year ending December 30, 2008. The Company reports its results of operations on a 52-week or 53-week
fiscal year, which is comprised of thirteen 4-week periods or twelve 4-week periods and one 5-week period. The first fiscal quarter is sixteen
weeks, the second and third quarters each are twelve weeks, and the fourth quarter is twelve or thirteen weeks.

Certain information and disclosures normally included in the notes to annual financial statements prepared in accordance with accounting
principles generally accepted in the United States of America (�U.S. GAAP�) have been omitted from these interim financial statements pursuant
to the rules and regulations of the Securities and Exchange Commission (the �SEC�). Accordingly, these interim financial statements should be
read in conjunction with the Company�s annual consolidated financial statements and notes thereto in the Company�s Annual Report on Form
10-K for the year ended January 1, 2008.

Reclassifications� The Company adjusted the January 1, 2008 balance sheet to reflect $3.0 million of workers� compensation reserves as a
long-term liability. The reserves were previously classified as a current liability included in workers� compensation and health insurance reserves.
The $1.2 million deferred tax asset related to this liability was also previously classified as current deferred income taxes, and the January 1,
2008 balance sheet has been adjusted to reflect this amount as a reduction of the long-term deferred income tax liability. In addition, the
Company adjusted the January 1, 2008 balance sheet to reflect, as a long-term asset, $3.0 million of the related restricted cash held in a
certificate of deposit to collateralize the Company�s letters of credit for self-insured workers� compensation. This amount was previously
classified as a current asset included in restricted cash.

Use of Estimates�The preparation of the consolidated financial statements in accordance with U.S. GAAP requires management to make certain
estimates and assumptions that affect the amounts reported and disclosed in the condensed consolidated financial statements and accompanying
notes. Significant items subject to such estimates and assumptions include carrying values of property, fixtures and equipment, trademarks and
other intangible assets, share-based compensation, liabilities for unrecognized tax benefits and deferred income tax assets. Actual results could
differ from those estimates.

Comprehensive Income�Comprehensive income is defined as the change in equity during a period from transactions and other events, excluding
changes resulting from investments from owners and distributions to owners. Comprehensive income (loss) equals net income (loss) for all
periods presented.

Earnings (Loss) Per Share�Earnings per share is computed in accordance with SFAS No. 128, Earnings per Share. Basic earnings (loss) per
share is computed based on the weighted-average of common shares outstanding during the period. Diluted earnings (loss) per share is computed
based on the weighted-average number of common shares and potentially dilutive securities, which includes outstanding warrants and
outstanding options and restricted stock awards granted under the Company�s stock option plans. Anti-dilutive shares of 21.5 million and
4.6 million have been excluded from the calculation of diluted weighted-average shares outstanding in the 12 week periods ended October 7,
2008 and October 16, 2007, respectively. Anti-dilutive shares of 21.8 million and 3.4 million have been excluded from diluted weighted-average
shares outstanding for the 40 week periods ended October 7, 2008 and October 16, 2007, respectively.
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The number of incremental shares from the assumed exercise of warrants and options was calculated by applying the treasury stock method. The
following table summarizes the differences between the basic and diluted weighted-average shares outstanding used to compute diluted earnings
(loss) per share:

12 Week Period Ended 40 Week Period Ended
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Basic weighted-average shares outstanding 53,251,591 52,576,948 52,821,493 52,243,161
Incremental shares from assumed exercise of warrants and options �  2,891,287 �  5,628,752

Diluted weighted-average shares outstanding 53,251,591 55,468,235 52,821,493 57,871,913

Restricted Cash�The Company held $4.3 million in restricted cash, of which $1.3 million was classified as a current asset and $3.0 million
classified as a long-term asset, at October 7, 2008, representing cash held in a certificate of deposit to collateralize the Company�s letters of
credit, which is required since the Company is self-insured for workers� compensation. The Company held $4.9 million in restricted cash at
January 1, 2008. Approximately $3.0 million, classified as a long-term asset, represents cash held in a certificate of deposit to collateralize the
Company�s letters of credit and approximately $1.9 million was classified as a current asset. Of the $1.9 million, $0.5 million represents the cash
holdback related to one of the Company�s acquisitions. The $0.5 million holdback was released in April 2008. Included in the October 7, 2008
accounts receivable arising from the new Financing Agreement (see Note 2) is $3.0 million, which will be classified as restricted cash when
received.

Recent Accounting Pronouncements

In September 2006, the Financial Accounting Standards Board (�FASB�) issued SFAS No. 157, �Fair Value Measurements� (�SFAS 157�).
SFAS 157 provides guidance for using fair value to measure assets and liabilities. The standard expands required disclosures about the extent to
which companies measure assets and liabilities at fair value, the information used to measure fair value, and the effect of fair value
measurements on earnings. SFAS 157 is effective for fiscal years beginning after November 15, 2007. On November 14, 2007 the FASB agreed
to partially defer the effective date of the standard for certain nonfinancial assets and liabilities. The FASB also issued FASB Staff Positions
No. 157-1, Application of FASB Statement No. 157 to FASB Statement No. 13 and Other Accounting Pronouncements that Address Fair Value
Measurements for Purposes of Lease Classification or Measurement Under Statement 13 (�FSP 157-1�), and No. 157-2, Effective Date of FASB
No. 157 (�FSP 157-2�). FSP 157-1 excludes certain lease transactions from the scope of SFAS 157 and FSP 157-2 delayed the Company�s effective
date of adoption of SFAS 157 for certain nonfinancial assets and liabilities to December 31, 2008. The Company adopted SFAS 157 as of
January 2, 2008, except as it applies to those nonfinancial assets and liabilities affected by the one-year delay. The partial adoption of SFAS 157
did not have a material impact on the Company�s consolidated financial position or results of operations. The Company is currently evaluating
the potential impact of adopting the remaining provisions of SFAS 157 on its consolidated financial position and results of operations.

In February 2007, the FASB issued SFAS No. 159, �The Fair Value Option for Financial Assets and Financial Liabilities�Including an
amendment of FASB Statement No. 115� (�SFAS No. 159�). SFAS No. 159 permits companies to measure many financial instruments and certain
other items at fair value at specified election dates. Unrealized gains and losses on these items will be reported in earnings at each subsequent
reporting date. The fair value option may be applied instrument by instrument (with a few exceptions), is irrevocable and is applied only to
entire instruments and not to portions of instruments. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007. On
January 2, 2008, the Company�s adoption of SFAS 159 did not have a material impact on its consolidated financial statements as the Company
has not elected to use fair value measurements on any assets or liabilities under this statement.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), �Business Combinations� (�SFAS No. 141R�). SFAS No. 141R established
principles and requirements for how an entity that obtains control of one or more businesses (1) recognizes and measures the identifiable assets
acquired, the liabilities assumed and any noncontrolling interest in the acquiree, (2) recognizes and measures the goodwill acquired in the
business combination and (3) determines what information to disclose regarding business combinations. SFAS No. 141R applies prospectively
to business combinations for which the acquisition date is on or after the beginning of the first annual report period beginning on or after
December 15, 2008. The Company is currently evaluating the potential impact of adopting SFAS No. 141R on its consolidated financial position
and results of operations.

In December 2007, the FASB issued SFAS No. 160 (�SFAS No. 160�), �Noncontrolling Interests in Consolidated Financial Statements�an
amendment of ARB No. 51�. SFAS No. 160 establishes accounting and reporting standards for the noncontrolling interest in a subsidiary and for
the deconsolidation of a subsidiary. It clarifies that a noncontrolling interest in a subsidiary is an ownership interest in the consolidated entity
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that should be reported as equity in the consolidated financial statements. Additionally, SFAS No. 160 requires expanded disclosures in the
consolidated financial statements. SFAS No. 160 is effective for fiscal years beginning on or after December 15, 2008. The Company is
currently evaluating the impact of adopting SFAS No. 160 on its consolidated financial statements.
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In March 2008, the FASB issued SFAS No. 161, �Disclosures about Derivative Instruments and Hedging Activities� (�SFAS 161�). This statement
requires companies to provide enhanced disclosures about (a) how and why they use derivative instruments, (b) how derivative instruments and
related hedged items are accounted for under Statement 133 and its related interpretations, and (c) how derivative instruments and related
hedged items affect a company�s financial position, financial performance, and cash flows. SFAS 161 is effective for financial statements issued
for fiscal years and interim periods beginning after November 15, 2008. The Company is currently evaluating the impact of adopting SFAS
No. 161 on its consolidated financial statements.

In April 2008, the FASB issued FSP FAS 142-3, �Determination of the Useful Life of Intangible Assets� (�FSP 142-3�). FSP 142-3 amends the
factors that should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible
asset under SFAS No. 142, �Goodwill and Other Intangible Assets� (�SFAS 142�). This change is intended to improve the consistency between the
useful life of a recognized intangible asset under SFAS 142 and the period of expected cash flows used to measure the fair value of the asset
under SFAS 141R and other GAAP. The requirement for determining useful lives must be applied prospectively to intangible assets acquired
after the effective date and the disclosure requirements must be applied prospectively to all intangible assets recognized as of, and subsequent to,
the effective date. FSP 142-3 is effective for financial statements issued for fiscal years beginning after December 15, 2008, and interim periods
within those fiscal years, which will require the Company to adopt these provisions in the first quarter of fiscal 2009. The Company is currently
evaluating the impact of adopting FSP 142-3 on its consolidated financial statements.

In May 2008, the FASB issued SFAS No. 162 (�SFAS 162�), �The Hierarchy of Generally Accepted Accounting Principles.� SFAS 162 identifies
the sources of accounting principles and the framework for selecting the principles to be used in the preparation of financial statements of
nongovernmental entities that are presented in conformity with GAAP in the United States. SFAS 162 is effective 60 days following the SEC�s
approval of the Public Company Accounting Oversight Board amendments to AICPA Codification of Auditing Standards, AU Section 411, �The
Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles.� The Company does not currently believe that
adopting SFAS 162 will have a material impact on its consolidated financial statements.

In June 2008, the FASB ratified the consensus reached on EITF Issue No. 07-05, Determining Whether an Instrument (or Embedded Feature) Is
Indexed to an Entity�s Own Stock. EITF Issue No. 07-05 clarifies the determination of whether an instrument (or an embedded feature) is
indexed to an entity�s own stock, which would qualify as a scope exception under SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities. EITF Issue No. 07-05 is effective for financial statements issued for fiscal years beginning after December 15, 2008. Early
adoption for an existing instrument is not permitted. The Company is currently evaluating the impact of the pending adoption of EITF Issue
No. 07-05 on our consolidated financial statements.

In October 2008, the FASB issued Staff Position No. FAS 157-3, �Determining the Fair Value of a Financial Asset When the Market for That
Asset Is Not Active� which clarifies the application of Statement No. 157 in an inactive market and illustrates how an entity would determine fair
value when the market for a financial asset is not active. The Staff Position is effective immediately and applies to prior periods for which
financial statements have not been issued, including interim or annual periods ending on or before September 30, 2008. The implementation of
FAS 157-3 did not have a material impact on the Company�s consolidated financial statements.

2. REVOLVING CREDIT FACILITY AND FINANCING AGREEMENT

On April 17, 2008, the Company entered into a credit agreement with Wells Fargo Financial, LLC which established a senior secured revolving
credit facility of $25.0 million, subject to a maximum of two times trailing thirteen period adjusted EBITDA. The Company subsequently
terminated this agreement on September 11, 2008. The early termination fee resulting from the cancellation of this credit agreement was $0.3
million.

On September 11, 2008, the Company entered into a financing agreement (the �Financing Agreement�) with Victory Park Management, LLC, as
agent, and its affiliated funds as lenders (�Lenders�) whereby the Lenders purchased $25 million two-year senior secured term notes from the
Company (the �Senior Notes�). The Senior Notes are secured by a first priority lien on all current and future assets of the Company, with certain
exceptions. The Senior Notes bear interest at a rate of 6-month LIBOR plus 8%, subject to a floor of 12.5% per annum (if the LIBOR rate is not
available, interest will accrue at the Prime Rate plus 7%, subject to a floor of 12.5% per annum), with interest payable monthly in arrears, and a
$375,000 make-whole interest payment to the extent the Senior Notes continue to be outstanding after 15 months. The Company has the right to
prepay the Senior Notes with payment of the principal, accrued interest and, if the prepayment is after the first anniversary
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of the closing, the make-whole interest payment. The Senior Notes are subject to certain mandatory prepayment events set forth in the Financing
Agreement. In connection with this Financing Agreement, the Company incurred approximately $0.9 million in loan origination fees and $0.3
million in legal fees. The Company made a $500,000 deposit on possible prepayment to the Lenders at closing, payable with the proceeds from
the sale of the Senior Notes. This amount, which is classified in other long-term assets, represents a deposit of any possible prepayment should
certain generating events occur that are not in the ordinary course of the Company�s business.

Pursuant to the Financing Agreement, on September 11, 2008, the Company issued to the Lenders two million shares of its common stock (the
�Shares�) with certain registration rights, and entered into a Common Stock Put and Call Agreement with the Lenders (the �Put and Call
Agreement�). Under the terms of the Put and Call Agreement, the Lenders have a put right requiring the Company to repurchase the Shares at a
price of $1.50 per share after the earlier of the first anniversary of the closing date, the payment in full of the Senior Notes or the occurrence of
certain events of default under the Financing Agreement or certain other events (the �Put Right�). The Put Right expires under certain
circumstances, including if the average daily trading price for the Company�s common stock on the NASDAQ Global Market for 20 of 30
business days after the first anniversary of the closing date is greater than $1.50 per share, with average daily trading volume during such period
of at least 250,000 shares, or the Lenders� sale of the Shares to an unaffiliated third party. Under the terms of the Put and Call Agreement, the
Company has a call right requiring the Lenders to sell the Shares to the Company at $1.50 per share before the earlier of the first anniversary of
the closing date, the payment in full of the Senior Notes or the occurrence of certain events of default under the Financing Agreement (the �Call
Right�).

As the Put and Call Rights are considered a freestanding instrument and accounted for under SFAS 150, the two million shares are classified as
equity and recorded at fair value. The Put and Call Rights can be considered legally and separately detachable as they are contractually distinct
from the common stock, are not embedded within the common stock shares and are considered a freestanding instrument. In accordance with
SFAS No. 150, �Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity� the Put and Call Rights have
been recorded as a liability based on its initial fair value and will be marked-to market on a quarterly basis.

The Company also entered into a Registration Rights Agreement with the Lenders which provides the Lenders with certain rights to require the
Company to file with the United States Securities and Exchange Commission a registration statement covering the resale of the Shares.

The Financing Agreement contains customary representations and covenants as well as customary events of default and certain default
provisions that could result in acceleration of payment of the Senior Notes issued in connection with the Financing Agreement. As of October 7,
2008, the Company was in compliance with these representations and covenants and was not in default of the Financing Agreement.

3. SHARE-BASED COMPENSATION

The Company maintains three stock-based compensation plans (collectively, the �Plans�). The Company�s 2006 Employee, Director and
Consultant Stock Plan (the �2006 Plan�) was approved by the Company�s stockholders on November 28, 2006 and provides for the granting of up
to five million shares of common stock in the form of nonqualified and incentive stock options, stock grants or other stock-based awards to
employees, nonemployee directors and consultants. In connection with the merger of Jamba, Inc. with Jamba Juice Company on November 28,
2006, the Company assumed the outstanding options under the Jamba Juice Company 1994 Stock Incentive Plan (the �1994 Plan�) and the Jamba
Juice Company 2001 Equity Incentive Plan (the �2001 Plan�), both of which provided for the granting of nonqualified and incentive stock options
to employees, nonemployee directors and consultants. No additional grants are available under the 2001 Plan and the 1994 Plan. As of
October 7, 2008, there remained 874,443 shares available for grant under the Company�s 2006 Plan. A summary of option activity under the
Plans as of October 7, 2008, and changes during the 40 week period then ended is presented below:

Number of
Options

Weighted-
Average Exercise

Price
(in thousands) (per share)

Options outstanding, January 1, 2008 3,692 $ 9.14
Options granted 1,855 1.42
Options exercised �  �  
Options cancelled (1,140) 8.56

Options outstanding, October 7, 2008 4,407 $ 6.04
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Options vested or expected to vest, October 7, 2008 2,765 $ 7.41

Options exercisable, October 7, 2008 1,514 $ 10.05
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Share-based compensation expense includes compensation expense, recognized over the applicable vesting periods in accordance with SFAS
No. 123 (revised 2004) (�SFAS 123R�). Share-based compensation expense, which is included in general and administrative expense, was $2.2
million and $1.0 million for the 12 week periods ended October 7, 2008 and October 16, 2007, respectively. Share-based compensation expense
was $3.9 million and $3.1 million for the 40 week periods ended October 7, 2008 and October 16, 2007, respectively. Included in the
share-based compensation expense for the 12 week and 40 week periods ended October 7, 2008 is approximately $2.0 million in share-based
compensation expense resulting from the accelerated vesting of certain stock options and other equity awards for a former executive.

The fair value of options granted was estimated at the date of grant using a Black-Scholes option-pricing model. Option valuation models,
including Black-Scholes, require the input of highly subjective assumptions, and changes in the assumptions used can materially affect the grant
date fair value of an award. These assumptions include the risk-free rate of interest, expected dividend yield, expected volatility and the expected
life of the award. The risk-free rate of interest is based on the zero coupon U.S. Treasury rates appropriate for the expected term of the award.
Expected dividends are zero based on restrictions in the Financing Agreement, a history of not paying cash dividends on the Company�s common
stock and as the Company does not intend to pay dividends in the future. Expected volatility is based on a 50/50 blend of historic, daily stock
price observations of the Company�s common stock since its inception and historic, daily stock price observations of the Company�s peers during
the period immediately preceding the share-based award grant that is equal in length to the award�s expected term. Estimated forfeitures are also
included as a part of the grant date estimate. The Company used historical data to estimate expected employee behaviors related to option
exercises and forfeitures. There is currently no market-based mechanism or other practical application to verify the reliability and accuracy of
the estimates stemming from these valuation models or assumptions, nor is there a means to compare and adjust the estimates to actual values,
except for annual adjustments to reflect actual forfeitures.

The following are the weighted-average assumptions used to value option grants for the 12 and 40 week periods ended October 7, 2008 and
October 16, 2007:

12 Week Period Ended 40 Week Period Ended
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Weighted-average risk-free interest rate 2.95% 4.16% 2.98% 4.85%
Expected life of options (years) 5.00 5.00 5.00 5.00
Expected stock volatility 47.7% 36.7% 47.4% 36.7%
Expected dividend yield 0% 0% 0% 0%
The estimated fair value of options granted during the 12 week periods ended October 7, 2008 and October 16, 2007 was $0.59 and $2.65,
respectively. The estimated fair value of stock options granted during the 40 week periods ended October 7, 2008 and October 16, 2007, was
$0.62 and $3.72, respectively.

4. WARRANTS AND DERIVATIVE INSTRUMENTS

The Company issued warrants to purchase 17,250,000 shares of common stock at an exercise price of $6.00 (the �$6.00 Warrants�) and an option
to purchase up to a total of 750,000 units at an exercise price of $10.00 in connection with its initial public offering in July 2005. Each unit
includes one share of common stock and a warrant to purchase one share of common stock at an exercise price of $7.50 (the �Embedded
Warrants�). The $6.00 Warrants and the Embedded Warrants are considered derivative instruments and the fair value of such instruments is
recorded as derivative liabilities on the Company�s condensed consolidated balance sheets with any changes in the fair value recorded in the
Company�s results of operations. The $6.00 Warrants and the Embedded Warrants expire on June 28, 2009, and the option to purchase units
expires on June 29, 2010. As of October 7, 2008, the option and 16,580,500 shares of the $6.00 Warrants remained outstanding. In November
2006, the Company assumed 304,581 outstanding warrants in connection with the acquisition of Jamba Juice Company, of which 283,966
warrants remain outstanding as of October 7, 2008 and expire on various dates from December 29, 2010 through December 14, 2011. All
warrants and the option to purchase the units are fully vested as of October 7, 2008.
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The fair value of the $6.00 Warrants is estimated as the market price of a traded warrant at each balance sheet date. The Company estimates the
fair value of the Embedded Warrant as of each balance sheet date using a Black-Scholes option-pricing model. Option valuation models,
including Black-Scholes, require the input of highly subjective assumptions, and changes in the assumptions used can materially affect the fair
value. These assumptions include the risk-free rate of interest, expected dividend yield, expected volatility and the expected life of the award.
The following are the weighted-average assumptions used to value the Embedded Warrants as of October 7, 2008 and October 16, 2007:

October 7,
2008

October 16,
2007

Weighted-average risk-free interest rate 1.42% 4.16%
Expected life of warrants (years) 1.7 2.7
Expected stock volatility 58.1% 38.5%
Expected dividend yield 0% 0%

The estimated fair value of the $6.00 Warrants and the Embedded Warrants was $0.5 million and $9.3 million as of October 7, 2008 and
January 1, 2008, respectively (see Note 5). No warrants were exercised during the 12 and 40 week periods ended October 7, 2008. During the 12
and 40 week periods ended October 16, 2007, the Company received $0 and $4.0 million of proceeds for the exercise of 0 and 669,500 of the
$6.00 Warrants, respectively.

5. FAIR VALUE MEASUREMENT

On January 2, 2008, the Company adopted SFAS No. 157 (�SFAS 157�). SFAS 157 established the following fair value hierarchy that prioritizes
the inputs used to measure fair value:

Level 1: Quoted prices are available in active markets for identical assets or liabilities.

Level 2: Inputs are other than quoted prices in active markets included in Level 1, which are either directly or indirectly observable.

Level 3: Unobservable inputs that are supported by little or no market activity, therefore requiring an entity to develop its own assumptions that
market participants would use in pricing.

The following table presents our financial assets and liabilities that were accounted for at fair value on a recurring basis as of October 7, 2008 by
level within the fair value hierarchy:

(In thousands) Level 1 Level 2 Level 3
Assets:
Money market mutual funds $ 3,622 $ �  $ �  
Liabilities:
$6.00 Warrants 497 �  �  
Embedded Warrants �  �  �  
Put/Call Agreement �  �  703
Equity:
Common stock issued in financing agreement �  �  1,861
6. IMPAIRMENT, STORE LEASE TERMINATION AND CLOSURE COSTS AND WORKFORCE REDUCTION

Store long-lived asset impairment

The Company reviews its entire store portfolio on a regular basis. The review includes an analysis of each store�s past and present operating
performance combined with projected future results. Impairment charges include the write-down of long-lived assets at stores that were assessed
for impairment because of management�s intention to close the store or because of changes in circumstances that indicate the carrying value of an
asset may not be recoverable. The Company recorded impairment charges of $5.9 million and $0.2 million for the 12 week periods ended
October 7, 2008 and October 16, 2007, respectively, for the impairment of long-lived assets at 53 and 13 stores, respectively. Impairment
charges of $13.2 million and $0.4 million were recorded for the 40 week periods ended October 7, 2008 and October 16, 2007 for the
impairment of 79 and 15 stores, respectively.
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Store lease termination and closure costs and workforce reduction

As a result of the Company�s restructuring efforts and revised development goals, the Company evaluated the infrastructure needed to support its
evolving business model and restructured its Support Center to eliminate certain administrative positions. Through the 40 week period ended
October 7, 2008, the Company has eliminated 71 positions, closed
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nine underperforming Company Stores prior to the normal expiration of their lease term and canceled the opening of 13 stores under
development. As a result of these actions, the Company incurred $2.9 million in charges related to asset write-offs for operating Company Stores
and sites under development and lease termination related costs and $1.7 million in severance charges.

12 Week Period Ended 40 Week Period Ended

(In thousands)
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Store lease termination costs $ �  $ �  $ 1,516 $ �  
Store closure costs, operating and under development 19 43 1,383 196

Store lease termination and closure costs 19 43 2,899 196
Severance 1,162 �  1,720 �  

Total store lease termination, closure costs and severance $ 1,181 $ 43 $ 4,619 $ 196

A reconciliation of the beginning and ending severance and store lease termination and closure accrual is as follows:

12 Week Period Ended 40 Week Period Ended

(In thousands)
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Balance, beginning of period $ 1,820 $ �  $ �  $ �  
Provision for present value of noncancellable lease payments of closed stores �  �  1,516 �  
Severance 1,162 �  1,720 �  
Cash payments (765) �  (1,019) �  

Balance, end of period $ 2,217 $ �  $ 2,217 $ �  

7. INCOME TAXES

A valuation allowance is recognized if, based on the weight of available evidence, it is more-likely-than-not that some portion, or all, of the
deferred tax assets will not be realized. After consideration of all the evidence, both positive and negative, management recorded a valuation
allowance against its deferred income tax assets at July 15, 2008 due to the uncertainty of realizing such deferred income tax assets.

During the 12 weeks ended October 7, 2008, stock options related to certain former executives were cancelled. Under FAS123R, once the
requisite service has been provided, the prior book expense is not reversed. However, because a tax deduction will no longer be realized, there is
no longer a temporary difference. The deferred income tax asset and related valuation allowance to these stock options at January 1, 2008 was
adjusted during the 12 weeks ended October 7, 2008.

The Company has recorded a tax benefit of $0.6 million for the 40 week period ended October 7, 2008. The tax benefit mainly consists of a
$31.8 million expense to establish a valuation allowance on the deferred tax assets as of January 1, 2008, a $0.6 million expense related to the
reversal of the deferred tax asset related to the cancelled stock options and a $32.9 million benefit related to trademark impairment. The
Company�s effective tax rate was 0.1% and 0.6% for the 12 week and 40 week periods ended October 7, 2008, respectively. The effective tax
rate is affected by a number of factors, including pretax income, a change in the valuation allowance related to deductible temporary differences
originating during the current year, the reversal of the deferred tax asset related to cancelled stock options and the intangible asset impairment.

As of October 7, 2008, there have been no material changes to the Company�s uncertain tax positions disclosure under FIN 48 as provided in
Note 10 in the Notes to the Financial Statements in the Company�s Annual Report on Form 10-K for the year ended January 1, 2008. The
Company does not anticipate that total unrecognized tax benefits will significantly change prior to the end of December 2008. As of October 7,
2008 approximately $0.4 million of unrecognized tax benefits are expected to reverse in the next twelve months due to the expiration of the
statute of limitations.

8. COMMITMENTS AND CONTINGENCIES
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The Company is a defendant in certain litigation arising in the normal course of business. Although there can be no assurance as to the ultimate
disposition of these matters, it is the opinion of the Company�s management, based upon the information available at this time, that the expected
outcome of these matters, individually or in the aggregate, will not have a material adverse effect on the results of operations, liquidity or
financial condition of the Company.
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ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
You should read the following discussion and analysis in conjunction with our financial statements and related notes included elsewhere in this
report. Except for historical information, the discussion in this report contains certain forward-looking statements that involve risks and
uncertainties. We have based these forward-looking statements on our current expectations and assumptions about future events. In some cases,
you can identify forward-looking statements by terminology, such as �may,� �should,� �could,� �predict,� �potential,� �continue,�
�expect,� �anticipate,� �future,� �intend,� �plan,� �believe,� �estimate,� �forecast� and similar expressions (or the negative of such
expressions.) Forward-looking statements include, but are not limited to, statements concerning projected new store openings and closings,
2008 revenue growth rates, global sourcing, distribution strategies and capital expenditures. Forward-looking statements are based on our
beliefs as well as assumptions based on information currently available to us, including financial and operational information, the volatility of
our stock price, and current competitive conditions. As a result, these statements are subject to various risks and uncertainties. For a discussion
of material risks and uncertainties that the Company faces, see the discussion titled �Risk Factors� in our Annual Report on Form 10-K for the
year ended January 1, 2008.

JAMBA, INC. OVERVIEW

Jamba, Inc. (�we�, �us�, �our� or the �Company�), a Delaware corporation, and its wholly owned subsidiary, Jamba Juice Company, are the leading
retailer of premium quality blended-to-order fruit smoothies, squeezed-to-order juices, blended beverages and healthy snacks. As of October 7,
2008, there were 749 locations consisting of 520 company-owned and operated stores (�Company Stores�) and 229 franchise stores.

During the first three quarters of fiscal 2008, we have opened 19 net new Company Stores. Net new Company Stores represents 35 new
Company Stores, less seven Company Stores closed upon the expiration of their respective lease terms and nine underperforming Company
Stores closed prior to the normal expiration of their lease terms.

EXECUTIVE OVERVIEW

We continue to feel the effects of the economic contraction. Declines in consumer confidence, which lead to reduced discretionary spending,
have adversely affected customer traffic. For the third quarter of fiscal 2008, comparable store sales at Company Stores declined by (10.3)%. For
the first three quarters of fiscal 2008, comparable store sales at Company Stores have declined by (7.2)%. While other quick service restaurant
concepts have also experienced declining comparative store sales in the current economy, we believe our sales declines have been exacerbated
by a combination of the high concentration of Company Stores in states facing high home foreclosure and adverse economic activity and the
consequences of the corporate focus and resources spent in fiscal 2007 in trying to grow Company Stores too quickly. By significantly slowing
Company Stores growth, the Company expects to better optimize its resources and better understand potential cannibalization resulting from
new Company Stores, which we believe contributed to declines in our Company Store average sales volumes and increased costs.

Since early August 2008, when Steven R. Berrard assumed the role of interim Chief Executive Officer and President, in addition to his role as
Chairman of the Board, we have aggressively embarked on several strategies and initiatives to improve Company performance from a financial
and operational standpoint, in addition to those strategies and initiatives discussed in our Annual Report on Form 10-K for the year ended
January 1, 2008 and Quarterly Reports on Form 10-Q for the fiscal quarters ended April 22, 2008 and July 15, 2008, respectively.

While we experienced a net loss of $(12.4) million for the third quarter of fiscal 2008 compared to our net income of $22.4 million for the same
period in 2007, we are encouraged by the steps we have taken to start combating competition and reasserting our smoothie leadership position.
Of highest priority is to increase store-level EBITDA, which was $13.8 million for the third quarter of fiscal 2008 as compared to $16.4 million
for the same period in 2007 (for a reconciliation of store-level EBITDA, a non-GAAP financial measure, to net income (loss), a GAAP financial
measure, please see �Key Financial Metrics� within this section). Store-level EBITDA is a measure of our internal operational performance and
serves as a means of evaluating our Company Stores' financial performance compared with our competitors. To increase store-level EBITDA,
we are focusing on several cost containment initiatives, including the following:

� We recently implemented a program called "True 24" to save two ounces of waste from our original size smoothie. In addition, we
are exploring effective size and price combinations to improve costs of goods sold while maintaining customer satisfaction.

� We have started implementing operational simplification and labor planning systems to more effectively utilize our workforce.
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� We have identified savings opportunities in several areas of store operating costs.

� We are seeking to renegotiate unfavorable Company Store leases with landlords and, if such negotiations are not successful, closing
underperforming Company Stores.

We are also focusing on areas to help drive customer traffic into our locations, including the following:

� Revitalizing the look and feel of Company Stores.

� Spending additional resources on grass roots marketing programs such as those targeted to local schools and businesses.

� Improving customer service and the customer experience as a whole.

� Rolling out targeted menu additions such as steel cut Jamba hot oatmeal, which we plan to launch in the first quarter of 2009.

� Testing select food products such as wraps and sandwiches.
Another important initiative is the closing of underperforming Company Stores. During the first three quarters of fiscal 2008, the Company
closed nine underperforming Company Store of the 31 previously announced underperforming Company Store possible closures. A decision to
close a Company Store is made after an evaluation of the store location and operating performance combined with future projected results. In
addition, a Company Store closing may be impacted by the success of the Company in renegotiating its lease with its landlord to achieve more
favorable lease terms. During the third quarter of fiscal 2008, less than $0.1 million non-cash charges were taken related to store closures and
lease terminations.

Fiscal 2009 Outlook

Despite the uncertainty of the economy, we believe gains can be made if we focus on areas within our control. We continue to seek a reduction
in cost of sales as a percentage of Company Store revenue to be at or below 26% and a reduction in labor costs as a percentage of Company
Store revenue to be at or below 34%. We are also targeting to achieve general and administrative expenses to be less than 10% of total revenue,
excluding share-based compensation costs.

In addition, we will continue forward on our plan to transition from primarily a Company Store model to a model more evenly weighted between
Company Stores and traditional franchise stores. Accordingly, we expect minimal Company Store development activity in 2009 as we move
forward in refranchising select geographic regions and begin franchise area development in new territories.
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RESULTS OF OPERATIONS � 12 WEEK PERIOD ENDED OCTOBER 7, 2008 AS COMPARED TO 12 WEEK PERIOD ENDED
OCTOBER 16, 2007

12 Week Period Ended

(In thousands)
October 7,

2008 % (1)
October 16,

2007 % (1)

Revenue:
Company stores $ 84,427 97.5% $ 81,044 96.9%
Franchise and other revenue 2,208 2.5% 2,594 3.1%

Total revenue 86,635 100.0% 83,638 100.0%

Operating expenses:
Cost of sales 22,746 26.9% 22,486 27.7%
Labor costs 28,124 33.3% 25,803 31.8%
Occupancy costs 10,679 12.6% 9,138 11.3%
Store operating 10,721 12.7% 9,189 11.3%
Depreciation and amortization 5,835 6.7% 4,923 5.9%
General and administrative 12,082 13.9% 12,103 14.5%
Store pre-opening 220 0.3% 1,359 1.6%
Store impairment 5,901 6.8% 199 0.2%
Store lease termination and closure costs 19 0.0% 43 0.0%
Trademark impairment �  0.0% �  0.0%
Other 1,744 2.0% 1,510 1.8%

Total operating expenses 98,071 113.2% 86,753 103.7%

Loss from operations (11,436) (13.2)% (3,115) (3.7)%

Other income (expense):
Gain (loss) from derivative liabilities (520) (0.6)% 23,271 27.8%
Interest income 69 0.1% 775 0.9%
Interest expense (485) (0.6)% (21) 0.0%

Total other income (expense) (936) (1.1)% 24,025 28.7%

Income (loss) before income taxes (12,372) (14.3)% 20,910 25.0%
Income tax benefit 9 0.0% 1,487 1.8%

Net income (loss) $ (12,363) (14.3)% $ 22,397 26.8%

(1) Cost of sales, labor costs, occupancy costs and store operating expense percentages are calculated using Company Stores revenue. All
other line items are calculated using total revenue.

The dollar variances noted in the Company�s financial statements for the 12 week and 40 week periods ended October 7, 2008 as compared to the
12 week and 40 week periods ended October 16, 2007 is primarily attributable to the growth in the number of Company Stores from 470 stores
as of October 16, 2007 to 520 stores as of October 7, 2008. The Company believes that expense variance discussions as a percentage of that
period�s Company Store revenue or total revenue is a more appropriate measure when analyzing the Company�s financial performance as
compared to pure dollar and percentage change variances. The following represents the components of revenue for the 12 week and 40 week
periods ended October 7, 2008:
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( In thousands)
12 week period ended

October 7, 2008
40 week period ended

October 7, 2008
Prior comparable year period revenue $ 83,638 $ 262,633
Company comparable sales decrease (8,641) (18,834)
Non-comparable store and other sales increase 12,024 44,787
Change in franchise revenue and other (386) (1,800)

Total revenue $ 86,635 $ 286,786
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Total revenue increased 3.6% to $86.6 million for the 12 week period ended October 7, 2008 compared to $83.6 million for the 12 week period
ended October 16, 2007. Company Store revenue increased 4.2% to $84.4 million compared to $81.0 million for the same period of the prior
year. This increase is primarily associated with the opening of 49 net new Company Stores (new Company Stores, net of closed stores) and the
acquisition of one franchise store since the end of the comparable quarter of the prior year. The increase in revenue from new Company Stores
and acquisition was unfavorably impacted by a decrease in Company Store comparable sales of (10.3)% and decreased sales from Company
Stores opened in early fiscal 2007, which are not included in the Company Store comparable sales, for the 12 week period ended October 7,
2008. Company Store comparable sales represents the change in year-over-year sales for all Company Stores opened for at least 13 full fiscal
periods.

Franchise and other revenue decreased to $2.2 million compared to $2.6 million for the same period of the prior year. The number of franchise
stores as of October 7, 2008 and October 16, 2007 was 229 and 202, respectively. The decrease of franchise revenue as compared to the same
period of the prior year was attributable to the different mix in the type of franchise store. While the net number of franchise stores increased
since the end of the comparable quarter of the prior year, certain acquired franchise stores were replaced with new franchise stores that were
predominantly smaller, non-traditional format stores or store-within-a store formats which generally generate lower average unit volumes. Also
contributing to the decrease in franchise revenue was the prior year timing of the Company�s 21 franchise store acquisition, which occurred late
in the third fiscal quarter.

Cost of sales is comprised primarily of costs for fruit, dairy and other products used to make smoothies, as well as costs for paper products. Cost
of sales increased 1.2% to $22.7 million for the 12 week period ended October 7, 2008, compared to $22.5 million for the comparable period last
year. The $0.2 million increase was due primarily to the increase in Company Store sales, an increase in juice concentrate, frozen fruit and
smoothie additions costs, partially offset by a reduction in orange costs and cost savings initiatives entered into during fiscal 2008. As a
percentage of Company Store revenue, these costs decreased to 26.9% in the third quarter of fiscal 2008 compared to 27.7% in the same period
of the prior year. This decrease as a percentage of Company Store revenue was primarily driven by a shift in product mix, less vendor discounts,
cost savings initiatives, the decrease in Company Store comparable sales and the decrease in sales of underperforming Company Stores opened
in early fiscal 2007.

Labor costs, which include store management salaries and bonuses, hourly team member payroll, training costs and other associated fringe
benefits, increased 9.0% to $28.1 million for the 12 week period ended October 7, 2008 compared to $25.8 million for the same period of the
prior year. The $2.3 million increase was due to a combination of 49 net additional Company Stores, one acquired store and wage increases,
partially offset by decreased employee bonuses and incentives. As a percentage of Company Store revenue, labor expenses increased to 33.3%
in the third quarter of fiscal 2008, compared to 31.8% in the same period of the prior year. This increase as a percentage of Company Store
revenue was primarily due to a combination of minimum wage increases in several states in which we operate, particularly California, the
decrease in Company Store comparable sales and the decrease in sales of underperforming Company Stores opened in early fiscal 2007.

Occupancy costs include both fixed and variable portions of rent, real estate taxes, property insurance and common area maintenance charges for
all Company Store locations. Occupancy costs increased 16.9% to $10.7 million for the 12 week period ended October 7, 2008 compared to
$9.1 million for the same period of the prior year. This $1.6 million increase is attributable to 49 net new Company Stores and one acquired
store. As a percentage of Company Store revenue, occupancy costs increased to 12.6% in the third quarter of fiscal 2008, compared to 11.3% in
the same period of the prior year. This increase as a percentage of Company Store revenue was primarily due to the decrease in Company Store
comparable sales, the decrease in sales of underperforming Company Stores opened in early fiscal 2007 and higher rents per square foot in new
Company Stores.

Store operating expenses consist primarily of various store-level costs such as marketing, utilities, repairs and maintenance, bank charges and
cleaning supplies. Store operating expenses increased 16.7% to $10.7 million for the 12 week period ended October 7, 2008 compared to
$9.2 million for the same period of the prior year. This $1.5 million increase is attributable to 49 net new Company Stores and one acquired
store, partially offset by cost savings initiatives. As a percentage of Company Store revenue, store operating expenses increased to 12.7% for the
third quarter of fiscal 2008, compared to 11.3% in the same period of the prior year. This increase as a percentage of Company Store revenue
was primarily due to the decrease in Company Store comparable sales and the decrease in sales of underperforming Company Stores opened in
early fiscal 2007, partially offset by cost savings initiatives implemented in fiscal 2008.

Depreciation and amortization expenses include the depreciation of fixed assets and the amortization of intangible assets. Depreciation and
amortization increased 18.5% to $5.8 million for the 12 week period ended October 7, 2008 compared to $4.9 million for the same period of
prior year. The $0.9 million increase is due to 49 net new Company Stores and one acquired store since the end of the third quarter of 2007 and
increased amortization due to the write-off of employment agreements for executive departures that were recorded as other intangible assets. As
a percentage of total revenue, depreciation and amortization increased to 6.7% for the third quarter of fiscal 2008, compared to 5.9% in the same
period of the prior year. This increase as a percentage of total revenue is primarily attributable to the write-off of the employment agreements for
executive departures.
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General and administrative (�G&A�) expenses include costs associated with our corporate support center, field supervision, bonuses, legal,
accounting and professional fees and share-based compensation. G&A expenses decreased 0.2% to $12.1 million for the 12 week period ended
October 7, 2008 compared to $12.1 million for the same period of the prior year. As a percentage of total revenue, G&A expenses decreased to
13.9% for the third quarter of fiscal 2008, compared to
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14.5% for the same period of the prior year. This decrease in G&A expenses as a percentage of total revenue was attributable to lower
professional fees and cost-saving initiatives that began in May 2008, offset by severance costs of $1.2 million and an increase in shared based
compensation of $1.1 million. The increase in share-based compensation was due to the acceleration of certain stock options and equity awards
given to a former Company executive, partially offset by decrease in other share-based compensation.

Store pre-opening costs are primarily expenses incurred for training new store personnel, pre-opening marketing and pre-opening rent. Store
pre-opening costs were $0.2 million for the 12 week period ended October 7, 2008 and $1.4 million for the same period of the prior year. The
decrease for the third quarter of 2008 was a result of opening four new Company Stores as compared to opening 24 new Company Stores in the
same period of the prior year.

Store impairment expense was $5.9 million for the 12 week period ended October 7, 2008 compared to $0.2 million for the same period of the
prior year. During the 12 week period ended October 7, 2008, the Company recorded a store impairment expense to write-down property,
fixtures and equipment related to 53 stores as compared to 13 stores in the same period of the prior year.

Other operating expenses consist primarily of franchise support expenses, losses on disposals, amortization of jambacard� liability and income
from jambacard� breakage. Other operating expenses increased 15.5% to $1.7 million for the 12 week period ended October 7, 2008 compared to
$1.5 million for the same period of the prior year. As a percentage of total revenue, other operating expenses increased to 2.0% for third quarter
of fiscal 2008 as compared to 1.8% in the same period of the prior year. This increase in other operating expenses, including as a percentage of
total revenue was primarily attributable to a $1.0 million expense resulting from the write-off of loan origination fees and an early termination
fee with the lender of its former credit facility, partially offset by a decrease in amortization of jambacard� liability of $0.4 million.

Loss from derivative liabilities was $0.5 million for the 12 week period ended October 7, 2008 compared to a gain of $23.3 million for the same
period of prior year. This decrease was attributable to the change in the fair value of our warrants and our put and call agreement. Our warrants
and put and call agreement both are recorded as derivative liabilities.

Interest income for the 12 week period ended October 7, 2008 decreased to $0.1 million compared to $0.8 million for the same period of prior
year, due primarily to lower investment balances driven by working capital requirements and capital expenditures.

Interest expense increased to $0.5 million for the 12 week period ended October 7, 2008 compared to $0.0 million for the same period of prior
year, due primarily to interest on the Company�s Financing Agreements entered into subsequent to the third quarter of fiscal 2007.

Our effective income tax rate was 0.1% for the 12 week period ended October 7, 2008. The effective tax rate is affected by a number of factors,
including income before taxes, reversal of the deferred tax asset related to cancelled stock options and a change in the valuation allowance
related to deductible temporary differences originating during the current year. The unrealized change in fair value recorded for our derivative
liabilities of $0.5 million is not included in income for tax purposes.

Excluding the unrealized change in the fair value of the derivative liability, the reversal of the deferred tax asset related to cancelled stock
options and the change in the valuation allowance established related to deferred tax assets at January 1, 2008, the annual effective tax (benefit)
rate was 0.0%.
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RESULTS OF OPERATIONS � 40 WEEK PERIOD ENDED OCTOBER 7, 2008 AS COMPARED TO 40 WEEK PERIOD ENDED
OCTOBER 16, 2007

40 Week Period Ended

(In thousands)
October 7,

2008 % (1)
October 16,

2007 % (1)

Revenue:
Company stores $ 279,371 97.4% $ 253,418 96.5%
Franchise and other revenue 7,415 2.6% 9,215 3.5%

Total revenue 286,786 100.0% 262,633 100.0%

Operating expenses:
Cost of sales 74,459 26.7% 69,697 27.5%
Labor costs 97,542 34.9% 81,144 32.0%
Occupancy costs 34,614 12.4% 28,681 11.3%
Store operating 35,305 12.6% 31,112 12.3%
Depreciation and amortization 19,331 6.7% 14,187 5.4%
General and administrative 37,228 13.0% 37,598 14.3%
Store pre-opening 1,920 0.7% 3,984 1.5%
Store impairment 13,198 4.6% 397 0.2%
Store lease termination and closure costs 2,899 1.0% 196 0.1%
Trademark impairment 82,600 28.8% �  0.0%
Other 3,548 1.2% 4,159 1.6%

Total operating expenses 402,644 140.4% 271,155 103.2%

Loss from operations (115,858) (40.4)% (8,522) (3.2)%

Other income (expense):
Gain from derivative liabilities 7,610 2.6% 38,750 14.8%
Interest income 315 0.1% 3,091 1.2%
Interest expense (703) (0.2)% (155) (0.1)%

Total other income 7,222 2.5% 41,686 15.9%

Income (loss) before income taxes (108,636) (37.9)% 33,164 12.7%
Income tax benefit 647 0.2% 3,509 1.3%

Net income (loss) $ (107,989) (37.7)% $ 36,673 14.0%

(1) Cost of sales, labor costs, occupancy costs and store operating expense percentages are calculated using Company Stores revenue. All
other line items are calculated using total revenue.

Total revenue increased 9.2% to $286.8 million for the 40 week period ended October 7, 2008 compared to $262.6 million for the 40 week
period ended October 16, 2007. Company Store revenue increased 10.2% to $279.4 million compared to $253.4 million for the same period of
the prior year. This increase is primarily associated with the opening of 49 net new Company Stores (new Company Stores, net of closed stores)
and the acquisition of one franchise store since the end of the comparable quarter of the prior year. The number of Company Stores as of
October 7, 2008 was 520, up from 470 stores as of October 16, 2007. The increase in revenue from new Company Stores and acquisitions was
unfavorably impacted by a decrease in Company Store comparable sales of (7.2)% and decreased sales from Company Stores opened in early
fiscal 2007, which are not included in the Company Store comparable sales, for the 40 week period ended October 7, 2008. Company Store
comparable sales represents the change in year-over-year sales for all Company Stores opened for at least 13 full fiscal periods.
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Franchise and other revenue decreased to $7.4 million compared to $9.2 million for the same period of the prior year. The number of franchise
stores as of October 7, 2008 and October 16, 2007 was 229 and 202, respectively. The decrease of franchise revenue as compared to the same
period of the prior year was attributable to the different mix in the type of franchise store. While the net number of franchise stores increased
since the end of the comparable quarter of the prior year, certain acquired franchise stores were replaced with new franchise stores that were
predominantly smaller, non-traditional format stores or store-within-a store formats which generally generate lower average unit volumes. Also
contributing to the decrease in franchise revenue was the prior year timing of the Company�s 21 franchise store acquisition, which occurred late
in the third fiscal quarter.
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Cost of sales is comprised primarily of costs for fruit, dairy and other products used to make smoothies, as well as costs for paper products. Cost
of sales increased 6.8% to $74.5 million for the 40 week period ended October 7, 2008, compared to $69.7 million for the comparable period last
year. The $4.8 million increase was due primarily to the increase in Company Store sales, an increase in dairy, juice concentrate, frozen fruit and
smoothie additions costs, partially offset reduction in orange costs and cost savings initiatives entered into during fiscal 2008. As a percentage of
Company Store revenue, these costs decreased to 26.7% in the first three fiscal quarters of 2008 compared to 27.5% in the same period of the
prior year. This decrease as a percentage of Company Store revenue was primarily driven by a shift in product mix and reductions in waste
through our food cost system, the decrease in Company Store comparable sales and the decease in sales of underperforming Company Stores
opened in early fiscal 2007.

Labor costs, which include store management salaries and bonuses, hourly team member payroll, training costs and other associated fringe
benefits, increased 20.2% to $97.5 million for the 40 week period ended October 7, 2008 compared to $81.1 million for the same period of the
prior year. The $16.4 million increase in labor costs is primarily attributable to an increase of 49 net new Company Stores, one acquired store
and wage increases in certain states, partially offset by decreased employee bonuses and initiatives. As a percentage of Company Store revenue,
labor expenses increased to 34.9% in the first three quarters of fiscal 2008, compared to 32.0% in the same period of the prior year. This increase
as a percentage of Company Store revenue was primarily due to a combination of minimum wage increases in several states in which we
operate, particularly California, and the decrease in Company Store comparable sales and the decrease in sales of underperforming Company
Stores opened in early fiscal 2007.

Occupancy costs include both fixed and variable portions of rent, real estate taxes, property insurance and common area maintenance charges for
all Company Store locations. Occupancy costs increased 20.7% to $34.6 million for the 40 week period ended October 7, 2008 compared to
$28.7 million for the same period of the prior year. The $5.9 million increase was attributable to 49 net new Company Stores and one acquired
store. As a percentage of Company Store revenue, occupancy costs increased to 12.4% in the first three quarters of fiscal 2008, compared to
11.3% in the same period of the prior year. This increase as a percentage of Company Store revenue was primarily due to the decrease in
Company Store comparable sales and the decrease in sales of underperforming Company Stores opened in early fiscal 2007.

Store operating expenses consist primarily of various store-level costs such as marketing, utilities, repairs and maintenance, bank charges and
cleaning supplies. Store operating expenses increased 13.5% to $35.3 million for the 40 week period ended October 7, 2008 compared to
$31.1 million for the same period of the prior year. The $4.2 million increase was due primarily to 49 net new Company Stores and one acquired
store, partially offset by cost savings initiatives. As a percentage of Company Store revenue, store operating expenses increased to 12.6% for the
first three quarters of fiscal 2008, compared to 12.3% in the same period of the prior year. This increase as a percentage of Company Store
revenue was primarily due to higher utility costs, a decrease in Company Store comparable sales and the decrease in sales of underperforming
Company Stores opened in early fiscal 2007, partially offset by lower marketing spend and cost savings initiatives entered into during the fiscal
2008.

Depreciation and amortization expenses include the depreciation of fixed assets and the amortization of intangible assets. Depreciation and
amortization increased 36.3% to $19.3 million for the 40 week period ended October 7, 2008 compared to $14.2 million for the same period of
prior year. The $5.1 million increase is attributable to 49 net new Company Stores and one acquired store increased amortization due to the
write-off of employment agreements for executive departures that were recorded as other intangible assets and accelerated depreciation on
certain stores due to store closures. As a percentage of total revenue, depreciation and amortization increased to 6.7% for the first three quarters
of fiscal 2008, compared to 5.4% in the same period of the prior year due to the accelerated depreciation on certain stores due to store closures
and due to the write-off of employment agreements for executive departures.

G&A expenses include costs associated with our corporate support center, field supervision, bonuses, legal, accounting and professional fees and
share-based compensation. G&A expenses decreased 1.0% to $37.2 million for the 40 week period ended October 7, 2008 compared to
$37.6 million for the same period of the prior year. As a percentage of total revenue, G&A expenses decreased to 13.0% for the first three
quarters of fiscal 2008, compared to 14.3% for the same period of the prior year. This decrease in G&A expenses of $0.4 million and the
decrease in percentage of total revenue were attributable to lower professional service costs as well as cost-saving initiatives that began in May
2008, offset by severance costs of $1.7 million and an increase in share-based compensation of $0.8 million. The increase in share-based
compensation was due primarily to the acceleration of certain stock options and equity awards given to a former Company executive.

Store pre-opening costs are primarily expenses incurred for training new store personnel, pre-opening marketing and pre-opening rent. Store
pre-opening costs were $1.9 million for the 40 week period ended October 7, 2008 and $4.0 million for the same period of the prior year. The
decrease for the 40 week period ended October 7, 2008 was a result of opening 35 new Company Stores for the 40 week period ended October 7,
2008 as compared to 68 new Company Stores opened in the same period of the prior year.

Store impairment expense was $13.2 million for the 40 week period ended October 7, 2008 compared to $0.4 million for the same period of the
prior year. During the 40 week period ended October 7, 2008, the Company recorded a store impairment expense to write-down property,
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Store lease termination and closure costs were $2.9 million for the 40 week period ended October 7, 2008 compared to $0.2 million for the same
period of the prior year. These costs related primarily to the expenses for the operating stores and sites under development that were closed
under the Company restructuring plan.

Trademark impairment expense was $82.6 million for the 40 week period ended October 7, 2008. There was no impairment for the same period
of the prior year. The Company recorded an intangible asset impairment expense related to the impairment of its trademark. SFAS No. 142,
requires us to assess our intangible asset amounts for impairment each year, and more frequently if circumstances suggest an impairment may
have occurred. The requirements for assessing whether intangible assets have been impaired involve market-based information and some degree
of subjective assessment. The fair value is estimated using a discounted cash flow model combined with market valuation approaches. Based on
the Company�s stock price, negative comparable store sales and its forecast, the Company determined that an impairment of its trademark was
necessary in the second quarter of fiscal 2008.

Other operating expenses consist primarily of franchise support expenses, losses on disposals, amortization of jambacard� liability and income
from jambacard� breakage. Other operating expenses decreased 14.7% to $3.5 million for the 40 week period ended October 7, 2008 compared to
$4.2 million for the same period of the prior year. As a percentage of total revenue, other operating expenses decreased to 1.2% for first three
quarters of fiscal 2008 as compared to 1.6% in the same period of the prior year. This decrease in other operating expenses of $0.7 million and
the decrease as a percentage of total revenue is primarily attributable to a decrease in amortization of jambacard liability of $1.3 million,
partially offset by a $1.0 million expense resulting from the write-off of loan origination fees and an early termination fee with the lender of its
former credit facility.

Gain from derivative liabilities decreased to $7.6 million for the 40 week period ended October 7, 2008 compared to $38.8 million for the same
period of prior year. This decrease was attributable to the change in the fair value of our warrants and our put and call agreement. Our warrants
and put and call agreement both are recorded as derivative liabilities.

Interest income for the 40 week period ended October 7, 2008 decreased to $0.3 million compared to $3.1 million for the same period of prior
year, due primarily to lower investment balances driven by working capital requirements and capital expenditures.

Interest expense increased to $0.7 million for the 40 week period ended October 7, 2008 compared to $0.2 million for the same period of prior
year, due primarily to interest on the Company�s Financing Agreement entered into subsequent to the third quarter of fiscal 2007.

Our effective income tax benefit rate was 0.6% for the 40 week period ended October 7, 2008. The effective tax rate is affected by a number of
factors, including income before taxes, a change in the valuation allowance related to deductible temporary differences originating during the
current year, reversal of the deferred tax asset related to cancelled stock options and the intangible asset impairment. The unrealized change in
fair value recorded for our derivative liability of $7.6 million is not included in income for tax purposes. We determined that it is more likely
than not, based on updated projections of operating results and related taxable income, that the benefit of deferred tax assets at January 1, 2008
will not be realized and a valuation allowance of $31.8 million has been established. We recorded a tax benefit of $32.9 million related to the
intangible asset impairment of the trademark and corresponding reversal of the deferred tax liability related to the temporary book and tax basis
difference in the trademark.

Excluding the unrealized change in the fair value of the derivative liability, reversal of the deferred tax asset related to cancelled stock options,
the valuation allowance established related to deferred tax assets at January 1, 2008, and the impairment of the trademark, the effective tax
benefit rate was 0.0%.

KEY FINANCIAL METRICS

We review our operations based on both financial and non-financial metrics. Among the key financial metrics upon which management focuses
in reviewing our performance are comparable sales, store-level EBITDA (a non-GAAP measure), cash flow from operations before general and
administrative expenses, general and administrative expenses and capital expenditures. Among the key non-financial metrics upon which
management focuses in reviewing performance are the number of new openings, average check and transaction count.
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The following table sets forth non-GAAP metrics and operating data that do not otherwise appear in our consolidated financial statements as of
and for the 12 week and 40 week periods ended October 7, 2008 and October 16, 2007:

12 Week Period Ended 40 Week Period Ended
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Non-GAAP Metrics (in thousands)
Store-level EBITDA (1) $ 13,809 $ 16,395 $ 42,811 $ 49,674
Operating Data
Percentage change in comparable Company Store sales (2) (10.3)% 3.8% (7.2)% 1.3%
Total Company Stores 520 470 520 470
Total Franchise Stores 229 202 229 202
Total Stores 749 672 749 672

(1) See reconciliation and discussion of non-GAAP measures which follow at the end of this section.

(2) Percentage change in comparable Company Store revenue compares the revenue of Company Stores during a 13 period fiscal year to the
revenue from the same Company Stores for the equivalent period in the prior year. A Company Store is included in this calculation after its
thirteenth full fiscal period of operations. Revenue from franchised stores are not included in the comparable Company Store revenue.

Store-level EBITDA is equal to net income (loss) plus franchisee reimbursements and other income less: (a) depreciation and amortization;
(b) general and administrative expenses; (c) store pre-opening expenses; (d) trademark impairment; (e) store lease termination and closure
expenses; (f) store impairment expenses; (g) other operating expenses and (h) income taxes.

Our management uses store-level EBITDA:

� As a measurement of operating performance because it assists us in comparing our operating performance on a consistent basis, as it
removes the impact of items not directly resulting from our store operations; and

� For planning purposes, including the preparation of our internal operating budget
Store-level EBITDA as calculated by us is not necessarily comparable to similarly titled measures used by other companies. In addition,
store-level EBITDA: (a) does not represent net income or cash flows from operating activities as defined by GAAP; (b) is not necessarily
indicative of cash available to fund our cash flow needs; and (c) should not be considered an alternative to net income, operating income, cash
flows from operating activities or our other financial information as determined under GAAP.

12 Week Period Ended 40 Week Period Ended

(In thousands)
October 7,

2008
October 16,

2007
October 7,

2008
October 16,

2007
Store-level EBITDA $ 13,809 $ 16,395 $ 42,811 $ 49,674
Add: Franchisee reimbursement 556 627 2,055 2,325
Less: Depreciation and amortization (5,835) (4,923) (19,331) (14,187)
Less: General and administrative (12,082) (12,103) (37,228) (37,598)
Less: Store pre-opening (220) (1,359) (1,920) (3,984)
Less: Store impairment (5,901) (199) (13,198) (397)
Less: Store lease termination and closure costs (19) (43) (2,899) (196)
Less: Trademark impairment �  �  (82,600) �  
Less: Other (1,744) (1,510) (3,548) (4,159)
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Add (less): Other income (expense) (936) 24,025 7,222 41,686
Add: Income tax benefit 9 1,487 647 3,509

Net income (loss) $ (12,363) $ 22,397 $ (107,989) $ 36,673

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

As of October 7, 2008, our liquidity and capital resources included cash and cash equivalents of $28.3 million compared to $23.0 million as of
January 1, 2008. Cash flows provided by operating activities was approximately $10.9 million during the 40 week period ended October 7, 2008
as compared to cash flows provided by operating activities of $20.5 million during the 40 week period ended October 16, 2007. The decrease in
cash flows provided by operating activities resulted primarily from changes in working capital and the Company�s net loss.
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Net cash used in investing activities was approximately $25.7 million for the 40 week period ended October 7, 2008 as compared to $67.6
million for the 40 week period ended October 16, 2007. Capital expenditures for the opening and remodeling of Company Stores totaled
approximately $26.2 million and $38.6 million for the 40 week periods ended October 7, 2008 and October 16, 2007, respectively. For the 40
week period ended October 16, 2007, we also acquired 34 stores from three franchisees for approximately $24.1 million. We have significantly
reduced our new Company Store development program. For the 40 week period ended October 7, 2008, we have constructed and opened 35 new
Company Stores. This will complete the new store development for 2008. We have recently adopted a strategy of transitioning from primarily a
Company Store model to a model more evenly weighted between Company Stores and traditional franchise stores. We believe this new model
will demand less capital, generate higher margins and reduce the volatility of cash flow performance over time.

Net cash provided by financing activities was $20.1 million for the 40 week period ended October 7, 2008 as compared to net cash provided by
financing activities of $4.2 million for the 40 week period ended October 16, 2007. The net cash provided by financing activities was the result
of the Company�s debt borrowing (see Note 2). The net cash from financing activities in the prior year period resulted primarily from the exercise
of warrants.

Our primary need for liquidity is to fund seasonal working capital requirements for our business, capital expenditures, and for general corporate
purposes. We believe that these needs will be adequately funded for at least the next 12 months by our operating cash flows, a tax refund in the
amount of $5.2 million expected to be received by early 2009, and current balances in cash and cash equivalents from our debt borrowing.
Management will continue to evaluate other options including refinancing if needed for repayment of our debt borrowing.

Additionally, we may from time to time consider selective transactions to create value and improve performance, which may include
re-franchising Company Stores, licensing, joint ventures, partnerships and other possible strategic opportunities

Capital Resources

As mentioned herein, on September 11, 2008, the Company entered into a Financing Agreement with Victory Park Management, LLC, as agent,
and its affiliated funds as lenders (�Lenders�) whereby the Lenders purchased $25 million of two-year senior secured term notes from the
Company (the �Senior Notes�). The Senior Notes are secured by a first priority lien on all current and future assets of the Company, with certain
exceptions. The Senior Notes bear interest at a rate of 6-month LIBOR plus 8%, subject to a floor of 12.5% per annum (if the LIBOR rate is not
available, interest will accrue at the Prime Rate plus 7%, subject to a floor of 12.5% per annum), with interest payable monthly in arrears, and a
$375,000 make-whole interest payment to the extent the Senior Notes continue to be outstanding after 15 months.

Contractual Obligations

The following table summarizes contractual obligations and borrowings under the Financing Agreement and Senior Notes as of October 7, 2008,
and the timing and effect that such commitments are expected to have on the Company�s liquidity and capital requirements in future periods. The
Company expects to fund these commitments primarily with its cash reserves and operating cash flows generated in the normal course of
business. This table should be read in conjunction with the table summarizing the Company�s contractual obligations and borrowings as of
January 1, 2008 as set forth under Management's Discussion and Analysis of Financial Condition and Results of Operations�Contractual
Obligations in our annual report on Form 10-K for the year ended January 1, 2008.

Payments Due by Period (in 000�s)

Total
Less Than

1 Year 1-2 Years 3-4 Years
5 or More

Years
Note payable - Principal and interest(1) $ 31,250 $ 3,125 $ 28,125 $ �  $ �  

(1) In connection with the financing, the Company issued to the lenders two million shares of its common stock which are subject to a
common stock put and call agreement. Under the put and call agreement, the Lenders have a put right requiring the Company to
repurchase all or a portion of the shares at a price of $1.50 per share after the earlier of the first anniversary of the closing date, the
payment in full of the senior notes or the occurrence of certain events of default under the Financing Agreement or certain other
events. While this contractual agreement may result in an obligation by the Company to pay up to $3 million, as this amount is not
truly determinable or certain to be paid at this point in time, it is not included in the table above.

In connection with the Financing Agreement with Victory Park, the Company terminated its former credit facility.
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Other than with respect to the new Financing Agreement and Senior Notes and the termination of the Company�s credit facility, there have been
no material changes with respect to our contractual obligations and borrowings as disclosed under Management's Discussion and Analysis of
Financial Condition and Results of Operations - Contractual Obligations in our annual report on Form 10-K for the year ended January 1, 2008.

COMMODITY PRICES, AVAILABILITY AND GENERAL RISK CONDITIONS

We contract for significant amounts of instant quick freeze fruit, fruit concentrate and dairy products to support the needs of both our Company
Stores and franchise stores. The price and availability of these commodities directly impacts our results of operations and can be expected to
impact our future results of operations.

SEASONALITY AND QUARTERLY RESULTS

Our business is subject to seasonal fluctuations. We expect to realize significant portions of our revenue during the second and third quarters of
the fiscal year, which align with the warmer summer season. In addition, quarterly results are affected by the timing of the opening of new stores
and weather conditions. However, geographic diversification of our store locations may conceal or diminish the financial statement impact of
such seasonal influences. Because of the seasonality of our business, results for any quarter are not necessarily indicative of the results that may
be achieved for the full fiscal year or any subsequent quarter.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America requires
management to adopt accounting policies and make significant judgments and estimates to develop amounts reflected and disclosed in the
financial statements. In many cases, there are alternative policies or estimation techniques that could be used. We maintain a process to review
the application of our accounting policies and to evaluate the appropriateness of the many estimates that are required to prepare the financial
statements. However, even under optimal circumstances, estimates routinely require adjustment based on changing circumstances and the receipt
of new or better information. There have been no significant changes to the policies and estimates as discussed in our Annual Report on Form
10-K for the year ended January 1, 2008.

Recent Accounting Pronouncements

See Recent Accounting Pronouncements section of Note 1 to our condensed consolidated financial statements for a summary of new accounting
standards.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The following discussion of market risks contains forward-looking statements. Actual results may differ materially from the following
discussion based on general conditions in the financial and commodity markets.

We are exposed to market risk from interest rate changes on funded debt. This exposure relates to the component of the interest rate on our
Financing Agreement that is indexed to LIBOR. At October 7, 2008, we had $22.5 million outstanding under the Financing Agreement. As of
October 7, 2008, based on total debt outstanding, a hypothetical 100 basis point increase in interest rates would have a $0.2 million pre-tax
impact on our results of operations for each of the two years the debt remains outstanding.

We purchase fruit based on short-term seasonal pricing agreements. These short-term agreements generally set the price of procured frozen fruit
and 100% pure fruit concentrates for less than one year based on estimated annual requirements. In order to mitigate the effects of price changes
in any one commodity on its cost structure, we contract with multiple suppliers both domestically and internationally. These agreements
typically set the price for some or all of our estimated annual fruit requirements, protecting us from short-term volatility. Nevertheless, these
agreements typically contain a force majeure clause, which, if utilized (such as when hurricanes in 2004 destroyed the Florida orange crop and
more recently with the freeze that affected California citrus), may subject us to significant price increases.

Our pricing philosophy is not to attempt to change consumer prices with every move up or down of the commodity market, but to take a longer
term view of managing margins and the value perception of its products in the eyes of its customers. Management�s objective is to maximize our
revenue through increased customer frequency. However, management has the ability to increase certain menu prices in response to food
commodity prices.

Edgar Filing: JAMBA, INC. - Form 10-Q

Table of Contents 39



23

Edgar Filing: JAMBA, INC. - Form 10-Q

Table of Contents 40



Table of Contents

We do not purchase derivative instruments on the open market. However, we have classified certain warrants in our stock as derivative
instruments (a current liability of $0.5 million) and the Company�s Put and Call Rights (a current liability of $1.9 million at October 7, 2008).
The classification of warrants as derivative liabilities was required because, for each instrument, there is a possibility that the instrument could
be required to be settled in stock that requires registration. The classification of the Put and Call Rights as derivative instruments were required
because it is considered a freestanding instrument. We are required to mark these instruments to market as of the end of each reporting period
and to recognize the change in fair value in our consolidated statements of operations. Our stock price has been historically volatile and the fair
values of these instruments are sensitive to changes in our underlying stock price. Also, we may be subject to changes in the risk free interest
rate. As such, the carrying amount of these instruments may be volatile from period to period. For the 40 week period ended October 7, 2008,
the gain from derivative liabilities was $7.6 million, representing the change in fair value between January 2, 2008 and October 7, 2008.

ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

We have established and maintain disclosure controls and procedures that are designed to ensure that material information relating to the
Company and our subsidiaries required to be disclosed by us in the reports that we file or submit under the Securities Exchange Act of 1934 is
recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission�s rules and forms,
and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, as appropriate to allow timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and
procedures, management recognized that any controls and procedures, no matter how well designed and operated, can provide only a reasonable
assurance of achieving the desired control objectives, and management was necessarily required to apply its judgment in evaluating the
cost-benefit relationship of possible controls and procedures. We carried out an evaluation under the supervision and with the participation of
management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our
disclosure controls and procedures as of the end of the period covered by this report. Based on that evaluation, the Chief Executive Officer and
Chief Financial Officer concluded that our disclosure controls and procedures were effective at the reasonable assurance level as of October 7,
2008.

Changes in Internal Control over Financial Reporting

There have been no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Securities
Exchange Act of 1934) during the fiscal quarter ended October 7, 2008 that have materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.

ITEM 4T. CONTROLS AND PROCEDURES
Not Applicable.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings
The Company is party to various legal proceedings arising in the ordinary course of its business. Based on the information currently available,
the Company is not currently a party to any legal proceeding that management believes would have a material adverse effect on the consolidated
financial position or results of operations of the Company.

Item 1A. Risk Factors
None.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Submission of Matters to a Vote of Security Holders
None.

Item 5. Other Information
None.

Item 6. Exhibits

Exhibit
Number Description Form File No. Exhibit Filing Date

Filed
Herewith

10.1 Second Amendment to Credit Agreement 8-K 001-32552 10.1 8/28/2008

10.2 Severance Agreement between Jamba , Inc. and Paul E. Clayton 8-K 001-32552 10.1 9/5/2008

10.3 Financing Agreement dated September 11, 2008 between Jamba Inc.,
Jamba Juice and Victory Park Management, LLC

8-K 001-32552 10.1 9/12/2008

10.4 Common Stock Put and Call Agreement dated as of September 11,
2008 by and among Jamba, Inc. and Victory Park Management, LLC

8-K 001-32552 10.2 9/12/2008

10.5 Registration Rights Agreement dated as of September 11, 2008 by
and among Jamba, Inc. and Victory Park Management, LLC

8-K 001-32552 10.3 9/12/2008

10.6 8-K 001-32552 3.1 10/9/2008
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Certificate of Designation, Preferences and Rights of the Terms of the
Series A Preferred Stock

10.7 Rights Agreement, effective as of October 8, 2008 between Jamba
Inc. and Continental Stock Transfer & Trust Company, as Rights
Agent

8-K 001-32552 4.1 10/9/2008

10.8 Form of Executive Employment Agreement 8-K 001-32552 10.1 10/14/2008

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14(a) or
Rule 15d-14(a) of the Securities Exchange Act of 1934, as amended.

X

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or
Rule 15d-14(a) of the Securities Exchange Act of 1934, as amended.

X

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

X

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

X
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized, on the 17th day of November, 2008.

JAMBA, INC.

By: /s/ STEVEN R. BERRARD

Steven R. Berrard
Interim Chief Executive Officer and

President

By: /s/ KAREN L. LUEY

Karen L. Luey
Senior Vice President,

Chief Financial Officer
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