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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS AND INFORMATION

This Annual Report on Form 10-K (“Annual Reportthe other reports, statements, and information weahave previously filed
that we may subsequently file with the Securitied Bxchange Commission (“SEC3hd public announcements that we have previouste
or may subsequently make include, may include, ripm@te by reference or may incorporate by referetgrtain statements that may
deemed to be forward-looking statements. The faM@oking statements included or incorporated byreafee in this Annual Report and th
reports, statements, information and announcenaaugess activities, events or developments that'Betnc. (together with its subsidiar
hereinafter referred to as “we,” “us,” “our” or “Bé’s”) expects or anticipates will or may occur in thaufat Any statements in this docunr
about expectations, beliefs, plans, objectivesyrapsions or future events or performance are nstohical facts and are forwatdeking
statements. These statements are often, but nayslwnade through the use of words or phrasesaitmay,” “should,” “could,” “predict,”
“potential,” “believe,” “will likely result,” “expect,” “will continue,” “anticipate,” “seek,” “estimg,” “intend,” “plan,” “projection,” “would”
and “outlook,”and similar expressions. Accordingly, these statgm@volve estimates, assumptions and uncertaintidich could cau:
actual results to differ materially from those eegged in them. Any forwaiddoking statements are qualified in their entifeyyreference to tt
factors discussed throughout this document. AlvBmddooking statements concerning economic conditicsi®s of growth, rates of income
values as may be included in this document aredbasénformation available to us on the dates naaed we assume no obligation to up
any such forward-looking statements.

” o« " ” o LTS " o ” o,

The risk factors referred to in this Annual Repmotild cause actual results or outcomes to diffderaly from those expressed in ¢
forward-looking statements made by us, and youlshoot place undue reliance on any such forwarditop statements. Any forwardoking
statement speaks only as of the date on whichritade and we do not undertake any obligation taatgeny forwardeoking statement
statements to reflect events or circumstances #iftedate on which such statement is made or tectehe occurrence of unanticipated eve
New factors emerge from time to time, and it is possible for us to predict which will arise. Indigbn, we cannot assess the impact of
factor on our business or the extent to which amgtor, or combination of factors, may cause actesllts to differ materially from tho
contained in any forward-looking statements.

Management cautions that these statements ardiedidlly their terms and/or important factors, marfywhich are outside of o
control, involve a number of risks, uncertaintiexl eother factors that could cause actual results erents to differ materially from t
statements made, including, but not limited to,ftilwing risk factors.

« Our ability to generate sufficient cash flow to pagt capital expansion plans and general operatitigities,

» Decreased demand for our products resulting froamghs in consumer preferences,

» Competitive products and pricing pressures andability to gain or maintain its share of saleshia marketplace,

» The introduction of new products,

« Our being subject to a broad range of evolving faldetate and local laws and regulations includhmmse regarding the labeling
safety of food products, establishing ingredierdigieations and standards of identity for certaind®y environmental protections,
well as worker health and safety. Changes in these and regulations could have a material effecth@ way in which we produ

and market our products and could result in inGdapsts,

« Changes in the cost and availability of raw materéend the ability to maintain our supply arrangateeand relationships and proc
timely and/or adequate production of all or anyof products,

 Our ability to penetrate new markets and maintaiexpand existing markets,
» Maintaining existing relationships and expanding distributor network of our products,
» The marketing efforts of distributors of our prothjanost of whom also distribute products thatcamapetitive with our products,

« Decisions by distributors, grocery chains, spegialtain stores, club stores and other customeadstontinue carrying all or any of
products that they are carrying at any time,

» The availability and cost of capital to finance aorking capital needs and growth plans,

« The effectiveness of our advertising, marketing prainotional programs,



« Changes in product category consumption,

« Economic and political changes,

Consumer acceptance of new products, including tast comparisons,

Possible recalls of our products, and

Our ability to make suitable arrangements for thrpacking of any of our products.

Although we believe that the expectations refledtedhe forwardlooking statements are reasonable, we cannot gtegrdatur
results, levels of activity, performance, or ackieents.




PART |
Item 1. Business
Background
We develop, manufacture, market, and sell natucal-aicoholic and “New Age” beverages, candies arel dreams. New Age

Beverages” is a category that includes natural sbd# juices and fruit drinks, ready-wrink teas, sports drinks and water. We curre
manufacture, market and sell eight unique prodoest

. Reed’s Ginger Brews,

. Virgil's Root Beer, Cream Sodas and Real Coladitlg ZERO diet sodas,
. China Colas,

. Reed’s Ginger Chews,

. Reed’s Ginger Ice Creams,

. Sonoma Sparkler Sparkling Juices,

. Reed’s Nausea Relief, and

. Energy Elixir
In addition, we have a growing private label busge

We sell most of our products in specialty gournmet aatural food stores (estimated at approximatéd®0 smaller or specialty sto
and approximately 3,000 supermarket format stomg)ermarket chains (estimated at approximatel@0rdiores), retail stores and restaul
in the United States and, to a lesser degree, ma@®a Europe and other international territord& primarily sell our products througl
network of natural, gourmet and independent distats. We also maintain an organization ohouse sales managers who work mainly it
stores serviced by our natural, gourmet and maasirdistributors and with our distributors. Weoahgork with regional, independent st
representatives who maintain store and distribigiationships in a specified territory.

We produce and cpack our products in part at our facility in Los dgeetes, California, known as the Brewery, and prilyaat €
contracted co-packing facility in Pennsylvania. Tdoepack facility in Pennsylvania supplies us with s@idaducts for the eastern half of
United States and nationally for soda products #etdo not produce at The Brewery. Our ice creamscopacked for us at a facility
upstate New York. We pack our candy products eBitewery.

Key elements of our business strategy include:

. increase our relationship with and sales to ther@pmately 10,500 supermarkets that carry our petslin natural ar
mainstream,

. stimulate consumer demand and awareness for ostirexbrands and products,

. develop additional alternative and natural bevetagads and other products, including specialtykpgimg and alternati
uses for our products, such as our new nause# petiduct,

. develop and produce private-label products forcsedastomers,

. lower our cost of sales for our products, and

. optimize the size and focus of our sales force amage our relationships with distributors and tetatlets.

Our current sales effort is focused on building business in our approximately 10,500 natural aathstream supermarket accot
in the U.S. and Canada.

We create consumer demand for our products by:

. supporting in-store sampling programs of our prasiuc

. generating free press through public relations,

. advertising in store publications,

. maintaining a company websitevivw.reedsgingerbrew.coin

. participating in large public events as sponsand; a

. partnering with alcohol brands such as Dewar’s Badardi to create co-branded cocktail recipes agfiDewars an(

Reeds” and a “Reed’s Dark and Stormy.”

Our principal executive offices are located at IB@&buth Spring Street, Los Angeles, California 9006ur telephone number



(310) 2179400. Our Internet address is (www.reedsgingertm@w). Information contained on our website or tisatccessibl
through our website should not be considered tpaseof this Annual Report.




Historical Development

In June 1987, Christopher J. Reed, our founderGimdf Executive Officer, began development of Reddiiginal Ginger Brew, h
first beverage creation. After two years of depebent, the product was introduced to the markesdnthern California stores in 1989.
1990, we began marketing our products through abtaod distributors and moved our production targer facility in Boulder, Colorado.

In 1991, we incorporated our business operatiorthérstate of Florida under the name of Originatd3age Corporation and mo\
all of our production to a cpack facility in Pennsylvania. We began exhibitiagnational natural and specialty food trade shomsct
brought national distribution in natural, gourmetdaspecialty foods and the signing of our first msieam supermarket distributor. |
products began to receive trade industry recogné®an outstanding new product. Throughout tl®'89we continued to develop and lau
new Ginger Brew varieties. ReasdGinger Brews reached broad placement in naturdlgourmet foods stores nationwide through n
specialty, natural/gourmet and mainstream foodtswrage distributors.

In 1997, we began licensing the products of ChiméaGnd eventually acquired the rights to that pobdn December 2000.
addition, we launched Reed’s Crystallized Gingend¥a a product which we manufacture in Fiji undepraprietary, natural, nosulfurec
process. In 1999, we purchased the VigglRoot Beer brand from the Crowley Beverage Compdihe brand has won numerous goul
awards. In 2000, we began to market three newuysted Reed’s Original Ginger Ice Cream, Rese@herry Ginger Brew and a beaut
designer 10-ounce gift tin of our ResdCrystallized Ginger Candy. In December 2000,ma@ved into an 18,000 square foot wareh
property, the Brewery, in Los Angeles, Califorriahouse our west coast production and warehousiéya The Brewery now also serves
our principal executive offices. In 2001, pursuémta reincorporation merger, we changed our stétmcorporation to Delaware and &
changed our name to Reed'’s, Inc. We also intradlume Reed’s Chocolate Ginger Ice Cream and Re&tken Tea Ginger Ice Cre
products and expanded our confectionary line with new candy products: Reed’s Crystallized GingekiBg Bits and Reed’ Ginge
Chews. In 2002, we launched our Ree@inger Juice Brew line, with four flavors of onj@juice blends. In November 2002, we compl
our first test runs of Reed’s and Virgilproducts at the Brewery and in January 2003fictrcommercially available products came off thes
Angeles line. In 2003, we commenced our own didéstribution in Southern California and introducsales of our 5-liter Virgib party keg
In 2004, we expanded our product line to includegs Cream Soda (including in a 5-liter keg), R&e Spiced Apple Brew in a 750 |
champagne bottle and draught Virgil's Root Beer &mdam Soda. In 2006, we expanded our productttineclude Virgil's Black Cherr
Cream Soda. Progressive Grocers, a top trade gtiblicin the grocery industry voted this productlas best new beverage product of 2
On December 12, 2006, we completed the sale o000 shares of our common stock at an offeringepaf $4.00 per share in our ini
public offering. The public offering resulted inags proceeds of $8,000,000 to us.

In 2007, we executed several elements of our bssip&an, including the hiring of several key persdrsuch as a Chief Operat
Officer, two Senior Vice Presidents of Sales, aedixive Vice President of Sales and several saesopnel. In addition, we developed
launched a line of diet sodas of the three flawadrthe Virgil's brand and introduced a new 7 ounce package oExtna Ginger Brew. W
gained a warehouse immediately adjacent to ourcipdh executive office and brewery in Los Angelbsttserves as our finished go
warehouse. We executed several agreements witfibdisrs that service mainstream retailers thataexl our product reach beyond our
reach of natural and specialty retailers througtedi store distribution (known as DSD). The relaships with these distributors w
supported, in large part, by one of our Senior \Reesidents of Sales and newly hired sales sWl.hired a Senior Vice President of Sale
develop sales into national accounts, such as gratere chains, club stores and other large sgtaithat can be serviced either directl
through our existing natural foods distributorgmmainstream distributors. We also hired an Exeeutlice President of Sales and reassigne¢
existing sales executive to @®ad our initiative to introduce our products tteimational customers in Europe, Asia, the MidddstEand Sou
America. Also in 2007, we raised a net of $7,600,0h a private placement.

In 2008, we refined our sales strategy to focussales efforts on the estimated 10,500 naturalnaaithstream supermarket groc
stores that carry our products. Our 2007 salegegly had focused on a more global effort to Hitle# accounts in certain regions of
Country. As part of our sales force®w direction, we consolidated roles and reducedstties staff by 16 people from 33 at the end 672¢€
10 at end of 2008. We also launched our PeanueB@inger Chews in 2008, the second candy in #exdR® Ginger Chew line.

In 2009, we continued our focus on natural and ste@am supermarket grocery stores that carry coglymts. We introduced ¢
Energy Elixir and our Orange Cream Soda. We aésgab our initiative to produce and sell privibel products. We acquired an additit
product line, the Sonoma Sparkler brand, whichnigcgpated to increase revenues during the holgEgson. Sonoma Sparkler beverage
sparkling juices in 750ml and 120z sizes. In 2046 ,launched our ReexiNausea Relief drink for the drug store chann&.foz cans in fu
wrapped four pack boxes. We also re-formulated\4rgil’ s diet line and introduced our ZERO beverages, lwhie sweetened with natt
Stevia.




Industry Overview

Our beverages fall within the New Age Beverage gatg, which we believe is growing rapidly. Consunagvareness of the hee
risks of too much sugar, in addition to studiesdewcing the athletic performance benefits of propgdration plus a variety of ne
beverages/serving sizes are, we believe, fuelibgsiosales in the New Age Beverage category thageily exceeds $17 billion annually.

We also believe the non-chocolate candy segmeadi, asi Reed’s Ginger Chews, will continue to beawvtin segment as well. Non-
chocolate candy sales increased 4.2% from 2000Q@,2ccording to the National Confectioners Asstimn (NCA). Additionally, the annui
confectionary retail sales (including chocolatenshocolate and gum sales) in the United States eqgpeoximately $28.2 billion in 2006,
which approximately $8.9 billion was non-chocolesady.

Furthermore, we believe that the packaged ice ctiedastry, which includes economy, regular, premiamd supepremium produc
has the potential for continued robust growth. ékding to Mintel International Group, the entire@fen market will grow 15% by 20
through all retail channels. Furthermore, superpum ice cream, such as Ree¢inger Ice Creams, is generally characterized yeate
richness and density than other kinds of ice creahiss higher quality ice cream generally sell& gremium to the other ice cream segir
due to its emphasis on quality, brand image, flaaection and texture.

Our Products

We currently manufacture and sell 20 beverageegtbandies and three ice creams. We make all gbragiucts using premium all-
natural ingredients.

We produce carbonated soda products. Accordingpém& Information Services (“SPINS8 market research and consulting firm
the Natural Products Industry, which is the onliesanformation service catering to the naturaldfdade, for the 52 weeks ending Decer
1, 2007, Reed products were the top five items based on deliles among all sugar/fructose sweetened sodas imatural foods industry
the United States, with Reed’s Extra Ginger Brewdimg the number one position, Virgl’'Root Beer being number two, Premium Gil
Brew being number three and Original Ginger Brewmasber four.

Our carbonated products include seven varietieRe#d’'s Ginger Brews, eight varieties of VirgilRoot Beer and Cream Sodas
Real Cola (including diet varieties), China Colal@herry China Cola. In 2009, we introduced outuxa Energy Elixir, and in 2010 ¢
Reeds Nausea Relief, both products being derivatdbiour Ginger Brew's. We also sell four varistef Sonoma Sparkler sparkling juices.

Our candy products include Reed'’s Crystallized &imgandy, Reed’s Peanut Butter Ginger Chews and'®&sénger Chews.

Our ice cream products include Reed’s Original ®mige Cream, Reed’s Chocolate Ginger Ice CreamRa®tls Green Tea Ging
Ice Cream.

Beverage!
Reed’s Ginger Brews

Ginger ale is the oldest known soft drink. Beforedern soft drink technology existed, nalcoholic beverages were brewed at h
directly from herbs, roots, spices, and fruits.e3& handcrafted brews were then aged like winéhayidy prized for their taste and their tol
health-giving properties. Reedd’Ginger Brews are a revival of this home brewing and we make them with care and attentio
wholesomeness and quality, using the finest freshd) roots, spices, and fruits. Our expert breagtars brew each batch and age it with |
pride.

We believe that Reed’s Ginger Brews are uniqueh@irtkettle brewed origin among all mass-marketeftl drinks. Reed Ginge
Brews contain between 8 and 26 grams of fresh giimgevery 12eunce bottle. We use no refined sugars as sweste@er products difft
from commercial soft drinks in three particular @weristics: sweetening, carbonation and coloforggreater adult appeal. Instead of u:
injected-based carbonation, we produce our carmnaiaturally, through slower, beeriented techniques. This process produces sn
longer lasting bubbles that do not dissipate rgpiwhen the bottle is opened. We do not add cajprifihe color of our products con
naturally from herbs, fruits, spices, roots andési




In addition, since Reed’ Ginger Brews are pasteurized, they do not reqoireontain any preservatives. In contrast, mc
commercial soft drinks generally are produced usiatural and artificial flavor concentrates prepaby flavor laboratories, tap water, i
highly refined sweeteners. Typically, manufactumaiake a centrally processed concentrate that evilll litself to a wide variety of situatio
waters, and filling systems. The final producgenerally coldfilled and requires preservatives for stabilityol@s are added that are eit
natural, although highly processed, or artificial.

In addition, while we make no claim as to any mablar therapeutic benefits of our products, we himusd friends and advoca
among alternative, holistic, naturopathic, and hopathic medical practitioners, dieticians and maldidoctors, who tell us that th
recommend Reed’Extra Ginger Brew for their patients as a simpégy to ingest a known level of ginger. The Unitadt&s Food and Dr
Administration (FDA) includes ginger on their GRA&nerally recognized as safe) list. However,hegithe FDA nor any other governm
agency officially endorses or recommends the uggngfer as a dietary supplement.

We currently manufacture and sell seven varietid®emd’s Ginger Brews:

. Reecs Original Ginger Brewwas our first creation, and is a Jamaican recipéhdanemade ginger ale using 17 grams of
ginger root, lemon, lime, honey, fructose, pineappkerbs and spices. Reed'’s Original Ginger Bre20% fruit juice.

. Reecs Extra Ginger Brewis the same approximate recipe, with 25 grams eghfrginger root for a stronger bite. ReeBXtr:
Ginger Brew is 20% fruit juice.

. Reecs Premium Ginger Brevs the no-fructose version of ResdDriginal Ginger Brew, and is sweetened only vhidimey an
pineapple juice. Reed’s Premium Ginger Brew is 208t juice.

. Ree(s Raspberry Ginger Brewg brewed from 17 grams of fresh ginger root, raspbjuice and lime. Rees’'Raspberry Ging
Brew is 20% raspberry juice and is sweetened with juice and fructose.

. Reecs Spiced Apple Brewses 8 grams of fresh ginger root, the finest Getman apple juice and such apple pie spic
cinnamon, cloves and allspice. Reed’s Spiced ABpdav is 50% apple juice and sweetened with fritguand fructose.

. Reecs Cherry Ginger Brews the newest addition to our Ginger Brew familpdas naturally brewed from: filtered wat
fructose, fresh ginger root, cherry juice from oamtate and spices. ResdCherry Ginger Brew is brewed from 22 gram
fresh ginger root.

. Ree(s Natural Energy Elixir, an energy drink infused with all natural ingredgedesigned to provide consumers with a he
and natural boost to energy levels

Six of Reed’s Ginger Brews are offered in 12-oubo#tles and are sold in stores as singles, in fagks and in 24ottle case
Reed’s Original Ginger Brew is sold by select fletaiin a special 12-pack. Resdriginal Ginger Brew, Extra Ginger Brew and Sgiéeple
Brew are now available in 750 ml. champagne bottlHse Natural Energy Elixir is sold in a 10.5 @nc

Virgil's Root Beer

Over the years, Virgis Root Beer has won numerous awards and has atiepuamong many as one of the best root beers
anywhere. Virgil's Root Beer won the “Outstandingv@rage” award at the NASFT’s International Fanogd-and Confection Show in 1997.

Virgil's is a premium root beer. We use abtural ingredients, including filtered water, urdthed cane sugar, anise from S
licorice from France, bourbon vanilla from Madagascinnamon from Sri Lanka, clove from Indonesiatergreen from China, sweet bi
and molasses from the southern United States, mutram Indonesia, pimento berry oil from Jamaicashm oil from Peru and cassia oil fr
China.

We collect these ingredients worldwide and gathent together at the brewing and bottling facilities use in the United States .
Germany. We combine and brew these ingredientsrigtdet specifications and finally heat-pasteuN4egil’'s Root Beer, to ensure quality.

We sell Virgil's Root Beer in four packaging styld2-ounce bottles in a four-pack, a special svidgtyle pint bottle and a bter
self-tapping party keg.






Virgil’'s Cream Soda

We launched Virgil’'s Cream Soda in January 2004. éke this product with the same attention to quafiat makes Virgik Roo
Beer so popular. Virgil's Cream Soda is a gournteam soda. We brew Virgil's Cream Soda the samewayprew Virgil’s Root Beer. W
use all-natural ingredients, including filtered @atunbleached cane sugar and bourbon vanilla fatagascar.

Virgil's Cream Soda is currently sold in 12-ounoeg neck bottles in colorful 4-packs and a 5-lierty keg version.

In 2006, we expanded our product line to includegVs Black Cherry Cream Soda in a b2nce bottle. In 2009, we introdut
Virgil's Orange Cream Soda.

Virgil's Real Cola

We launched Virgil's Real Cola in February 2008rgili s Real Cola is a classic cola recipe made natusailyg the finest ingredier
and unbleached cane sugar. Virgil's Real Cola ideneaturally without caffeine or preservatives.

Virgil's Real Cola is sold in 12-ounce bottles.

In 2007, we further expanded our Virgilproduct line to include diet Root Beer, diet Bl&herry Cream Soda and diet Cream £
Our diet sodas are sweetened with Stevim April 2008, we introduced diet Real Cola. In12Q we reformulated our diets and introdt
them as our ZERO line.

China Cola

We consider China Cola to be the most natural cothe world. We restored China Cola to its origidelicious blend of raw ca
sugar, imported Chinese herbs, essential oils ahatal spices. China Cola contains no caffeineofhes in two varieties, Original China C
and Cherry China ColaOriginal China Cola is made from filtered watemreane sugar, Szechwan poeny root, cassia barlayiiah vanille
oils of lemon and oil of orange, nutmeg, cloveptice, cardamom, caramel color, citric acid andgpihwric acid. Cherry China Cola is ma
from the same ingredients as Original China Colh the addition of natural cherry flavorChina Cola and Cherry China Cola sell as sin
in four-packs and in 24-bottle cases.

Reecs Nausea Relief

We recently launched our Nausea Relief productiferDrug Store Channel. This product is based orGanger Brews with added
vitamins. Both ginger and B vitamins have beenistlifor their effectiveness in combating nausea. @aducts have been designed with
FDA in mind and have the proper disclosure.

Sonoma Sparkler

Our Sonoma Sparkler products are sparkling juiceshampagnestyle bottles designed to be celebratory drinksHolidays an
special occasions. We sell Natural Pear, Orgapigléy Peach and Lemon beverages.

Reecs Ginger Candies
Reed’s Crystallized Ginger Candy

Reeds Crystallized Ginger was the first crystallizedggr on the market in the United States to be smeet with raw cane insteac
refined white sugar. Reed’s Crystallized Gingerustom-made for us in Fiji.

The production process is an ancient one that bashanged much over time. After harvesting balmger (the most tender kind), -
root is diced and then steeped for several dayarge vats filled with simmering raw cane syrupeTdinger is then removed and allowe
crystallize into soft, delicious nuggets. Many plesf the Islands have long enjoyed these treatsdalth and pleasure.




We sell this product in 3.5-ounce bags, 10-oun@erarted, rolled steel gift tins, 16-ouncesealable Mylar bags, and in bulk. We i
sell Reed’s Crystallized Ginger Baking Bits in hulk
Reed’s Ginger Chews

For many years, residents of Southeast Asia fraforiesia to Thailand have enjoyed soft, gummy gicgedy chews. We sell Reed’
Ginger Chews individually wrapped in hapdeks of ten candies and as individually wrappexdopieces in bulk. The candies come in
flavors, Reed’s Ginger Chews and Reed’'s PeanueB@inger Chews. Reexlhas taken them a step further, adding more ginggémg n
gelatin (vegan), making the candies potentially enappealing to the vegan market, and making thaghtll easier to unwrap than their As
counterparts. ReeslGinger Chews are made for us in Indonesia frogaisumaltose (malt sugar), ginger, and tapiocastdn addition, th
peanut butter version includes peanut butter.

Reecs Ginger Ice Creams

We make Reed’s Ginger Ice Creams with 100% natongaedients, using the finest hormofree cream and milk. We combine fr
milk and cream with the finest natural ginger puReeds Crystallized Ginger Candy and natural raw camgaisto make a delicious ginger
cream with a super premium, ultra-creamy textui Reed’s signature spigweet bite. Our ice creams are made for us, acapitdi our ow
recipes, at a dairy in upstate New York. We BReld’s Ginger Ice Creams in pint containers andsageight pints.

New Product Development

We are always working on developments to conticygarding from our Reed’s Ginger Brews, Virgil's gzt line, Reed Ginge
Ice Cream, and ReexlGinger Candy product lines and packaging stylelawever, research and development expenses ilaghéwo yeal
have been nominal. We intend to expend some, butirsignificant amount, of funds on research aedebpment for new products ¢
packaging. We intend to introduce new productsgatkaging as we deem appropriate from time to faneur business plan.

Among the advantages of our sefferated Brewery are the flexibility to try innoivat packaging and the capability to experiment
new product flavors at less cost to our operatmmsapital. Currently, we sell a half-liter Virgi’'Root Beer swindjd bottle that is made for
in Europe. We intend to produce several of our tegyes in one-liter swing-lid bottles in the UnitBthtes. Our Rees’Original Ginger Brev
Extra Ginger Brew and Spiced Apple Brew are avéglab a 750 ml champagne bottle and other prodaictgplanned to be available with 1
packaging in the near future.

During 2009, we started developing and producirnigapedabel products in our Los Angeles Brewery. Basedstwong demand a
our ability to be nimble and innovative, we beligkiat this segment of our business will grow rapid|

Manufacture of Our Products

We produce our carbonated beverages at two fasiliti

. a facility in Los Angeles, California, known as TBeewery, at which we produce certain soda prodioctthe western half of tl
United States, and
. a packing, or co-pack, facility in Pennsylvania gthsupplies us with product we do not produce & Brewery. The cpacke

assembles our products and charges us a fee, tghgrehe case, for the products they produce.

Our west coast Brewery facility is running at ab@0%o of capacity. As we are able to make the Brgwecome more fully utilize
we believe that we will experience improvementgrioss margins due to freight and production savings

We follow a “fill as needed” manufacturing model toe best of our ability and we have no significémaicklog of orders.
Substantially all of the raw materials used in gineparation, bottling and packaging of our prodwts purchased by us or by our con
packers in accordance with our specifications. Re€dystallized Ginger is made to our specificasiom Fiji. Reeds Ginger Candy Chews
made and packed to our specifications in Indonesia.

Generally, we obtain the ingredients used in oodpcts from domestic suppliers and each ingrediastseveral reliable suppliers.
have no major supply contracts with any of our siepg As a general policy, we pick ingredientghie development of our products that t
multiple suppliers and are common ingredients. Phizvides a level of protection against a majompdgponstriction or calamity.




We believe that as we continue to grow, we willdide to keep up with increased production demavtsbelieve that the Brewe
has ample capacity to handle increased West Coagidss. To the extent that any significant ina@dasusiness requires us to suppleme
substitute our current qoackers, we believe that there are readily avalablernatives, so that there would not be a sigmt delay ¢
interruption in fulfilling orders and delivery ofuo products. In addition, we do not believe thatvgih will result in any significant difficulty «
delay in obtaining raw materials, ingredients aidned product that is repackaged at the Brewery.

In July 2007, the FDA issued a statement that whithat fresh ginger from a specific importer wasitaminated with a bann
pesticide. We import ginger from China, but frondieferent importer than was named by the FDA. Qupaorter requires a pr&lipment la
test in order to perform chemical analysis. In #ddito the preshipment chemical analysis, our importer has indit#o us that they verify tf
every container of ginger shipped has passed thee€&& Photosanitary inspection. Upon arrival atRlogt of Long Beach, California, t
ginger we import undergoes a food safety inspediprthe USDAS Agricultural Quality Inspection Unit. We belietike ginger we use
certified clean and good for human consumption.

Our Primary Markets

We target a niche in the soft drink industry knoasiNew Age beverages. The soft drink industry galyecharacterizes New A
Beverages as being made more naturally, with upspakkaging, and often creating and utilizing nevd anique flavors and flav
combinations.

The New Age beverage segment is highly fragmentetircludes such competitors as SoBe, SnapplepAaizHansers and Jong
Soda, among others. These brands have the advarftaging seen widely in the national market anshdgpeommonly well known for yes
through wellfunded ad campaigns. Despite our products havimglatively high price for a premium beverage prddum mass med
advertising and a relatively small presence in rii@nstream market compared to many of our compstitee believe that results to ¢
demonstrate that Reed’s Ginger Brews and Virgibdes are making market inroads among these signtficlarger brands. See “Business -
Competition.”

We sell the majority of our products in natural dogtores, mainstream supermarket chains and foddedocations, primarily in tt
United States and, to a lesser degree, in CanatiEwaope.

Natural Food Stores

Our primary and historical marketing source of puwvducts has been natural food and gourmet stdtesse stores include Whi
Foods Market, Wild Oats and Trader Joe's. We addldrs gourmet restaurants and delidVe believe that our products have achieved a lg
position in their niche in the fast-growing natui@bd industry. With the advent of large natural food store chaind specialty merchants,
natural foods segment continues to grow each yediréct competition with the mainstream groceagé.

Mainstream Supermarkets and Retailers

We sell our products to distributors who specialimemainstream retailers, Natural Foods, and spgc&tores; and directly
customers who have distribution centers that hathdlie own logistics

Supermarkets, particularly supermarket chains awdhiment local supermarkets, often impose slotfiegs before permitting ne
product placements in their store or chain. Thess fcan be structured to be paid one-time only éndtallments. We pursue brobdse:
slotting in supermarket chains throughout the UhiBtates and, to a lesser degree, in Canada. Howeur direct sales team in Soutt
California and our national sales management teare been able to place our products without hatoray significant slotting fees. Slotti
fees for new placements normally cost between 805400 per store per new item placed.

We also sell our products to large national retsileho place our products within their nationaltrilisition streams. These retail
include Costco, Sam’s Club, Cost Plus World Marleetd Trader Joe’s.

Foodservice Placement

We also market our beverage products to industadéterias, bars and restaurants. We intend toeptar beverage products
stadiums, sports arenas, concert halls, theatndspther cultural centers as a long-term marketiag.
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International Sales

We have developed a limited market for our prodict€anada, Europe and Asia. Sales outside of Namtlerica currently represe
less than 1% of our total sales. Sales in Cangol@sent about 1.3% of our total sales. We are otiyranalyzing our international sales .
marketing plan. Our analysis will explore optiohattmay include outsourcing the international safést to third or related parties.

We have an export company that orders our prodost@ regular basis for distribution in Japan. We holding preliminar
discussions with other trading companies and imMxport companies for the distribution of our prots throughout Asia, Europe and Sc
America. We believe that these areas are a néfitrflr Reeds ginger products, because of the importance ajegiin International, b
especially the Asian diet and nutrition. Recenthg, launched into the South African marketplace lanael. Both of these markets are shoy
early signs of success.

Distribution, Sales and Marketing

We currently have a national network of mainstreaatural and specialty food distributors in the tgdiStates and Canada. We
directly to our distributors, who in turn sell tetail stores. We also use our own sales group rakebendent sales representatives to prc
our products for our distributors and direct saleur retail customers. In Southern California, previously maintained our own dir
distribution in addition to other local distribusoand are in the process of discontinuing our tlidestribution and redirecting our customer
local distributors.

One of the main goals of our sales and marketifwrtsfis to increase sales and grow our brands.dalas force consists of ele
sales personnel and several outside independedtifaikerage companies. Generally, our sales masage responsible for the distribt
relationships and larger chain accounts that requéadquarter sales visits, while other sales pasddocus on expanding sales volume
existing customers, by introducing new items anthiog promotions. We distribute our products pritgahrough several national natu
foods distributors and, to a lesser degree, regimact Store Delivery (DSD) companies.

We have entered into agreements with our custothatsommit us to fees if we terminate the agredmearly or without cause. T
agreements call for our customer to have the tigldistribute our products to a defined type oitet within a defined geographic region.
is customary in the beverage industry, if we shaefdhinate the agreement or not automatically retiemaagreement, we would be obligate
make certain payments to our customers. We haydams to terminate or not renew any agreement avithof our customers.

In addition, we distribute our products internatibyp through Reed Brokerage, Inc., a company controlled by MarkdRead Robe
T. Reed, both brothers of Christopher J. Reed.

We also offer our products and promotional mercienddirectly to consumers via the Internet througbr website
www.reedsgingerbrew.com.

Marketing to Distributors

We market to distributors using a number of marigtstrategies, including direct solicitation, tebeketing, trade advertising &
trade show exhibition. These distributors includdunal food, gourmet food, and mainstream distdtait Our distributors sell our produ
directly to natural food, gourmet food and mairastnesupermarkets for sale to the public. We maindiect contact with the distributc
through our in-house sales managers. In limiteckatay where use of our direct sales managers isaspeffective, we utilize food brokers a
outside representatives.

Marketing to Retail Stores

The primary focus of our sales efforts is superraadales. We have a small highly trained salesefdhat is directly contacti
supermarket chains and setting up promotional dalen In addition, we market to retail stores Hilizing trade shows, trade advertisi
telemarketing, direct mail pieces and direct cantdth the store. Our sales managers and reprdsagavisit these retail stores to sell dire
in many regions. Sales to retail stores are coatdththrough our distribution network and our reglovarehouses.

Competition

The beverage industry is highly competitive. Thingipal areas of competition are pricing, packagidgvelopment of new produ
and flavors and marketing campaigns. Our productmpete with a wide range of drinks produced by katikeely large number
manufacturers. Most of these brands have enjoyeddbrwell-established national recognition for gedahrough welfunded ad and oth
branding campaigns. In addition, the companies ti@@twring these products generally have greateanfifal, marketing and distributi



resources than we do.
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Important factors affecting our ability to competeccessfully include taste and flavor of produttsde and consumer promotic
rapid and effective development of new, uniqueirgtedge products, attractive and different paakggbranded product advertising .
pricing. We also compete for distributors who watincentrate on marketing our products over thoseuofcompetitors, provide stable
reliable distribution and secure adequate shelesjraretail outlets. Competitive pressures inNlesv Age beverage categories could caus
products to be unable to gain or to lose marketesbawe could experience price erosion.

We believe that our innovative beverage recipes atkaging and use of premium ingredients and detsgecret brewing proce
provide us with a competitive advantage and thatcommitments to the highest quality standardskaadd innovation are keys to our succ

Our premium New Age beverage products compete ghyavith all liquid refreshments and in particulaith numerous other Ne
Age beverages, including: SoBe, Snapple, Misti€,|Btewart’'s, Henry Weinhard, Arizona, Hansen’suésen & Sons and Jones Sodas.

Our Virgil’s and China Cola lines compete with a number odrotiatural soda companies, including Stewarts, IB€hry Weinharc
Blue Sky, A&W and Natural Brews.

We also generally compete with other traditionaft styink manufacturers and distributors, such akeZoPepsi and Cadbt
Schweppes.

Reeds Crystallized Ginger Candy competes primarily wither candies and snacks in general and, in péaticwith other ginge
candies. The main competitors in ginger candiesRarngal Pacific, Australi& Buderim Ginger Company, and Frontier Herbs. Webe tha
Reed’s Crystallized Ginger Candy is the only on@agthese brands that is sulfur-free.

Reed’s Ginger Ice Creams compete primarily witheobremium and supgremium ice cream brands. Our principal competito
the ice cream business are Haagen-Dazs, Ben &deg@gdiva, Starbucks, Dreysrand a number of smaller natural food ice creampemies

Proprietary Rights

We own trademarks that we consider material tobugsiness. Three of our material trademarks arestergid trademarks in the L
Patent and Trademark Office: Virgil's ®, Reed’s gmial Ginger Brew All-Natural Jamaican Style Gingde ® and Tianfu China Natur
Soda ®.Registrations for trademarks in the United Statdidast indefinitely as long as we continue to @s® police the trademarks and re
filings with the applicable governmental officeseWave not been challenged in our right to usecdrour material trademarks in the Uni
States. We intend to obtain international regigtredf certain trademarks in foreign jurisdictions.

In addition, we consider our finished product ar@haentrate formulae, which are not the subject mf patents, to be tra
secrets. Our brewing process is a trade sectds pfocess can be used to brew flavors of beveratier than ginger ale and ginger beer,
as root beer, cream soda, cola, and other spicéaihtbeverages. We have not sought any patemtsuo brewing processes because we w
be required to disclose our brewing process inmatpplications.

We generally use non-disclosure agreements witHaraes and distributors to protect our proprietagits.
Government Regulation

The production, distribution and sale in the Unitdtes of many of our Compasyproducts are subject to the Federal Food, |
and Cosmetic Act, the Federal Trade Commission thetLanham Act, state consumer protection lawder, state and local workplace he
and safety laws, various federal, state and logalrenmental protection laws and various other fatjestate and local statutes and regula
applicable to the production, transportation, sasfety, advertising, labeling and ingredients wérsproducts. Outside the United States
distribution and sale of our many products andteel@perations are also subject to numerous simildrother statutes and regulations.

A California law requires that a specific warningpaar on any product that contains a componeitdliby the State as having b
found to cause cancer or birth defects. The lavosep all food and beverage producers to the pbssilfi having to provide warnings on th
products. This is because th@wv recognizes no generally applicable quantitatikeesholds below which a warning is not requ
Consequently, even trace amounts of listed compgenzan expose affected products to the prospeuwtaofiing labels. Products contain
listed substances that occur naturally or thatcargributed to such products solely by a municipater supply are generally exempt from
warning requirement. No Company beverages prodtareshle in California are currently required temay warnings under this law. We
unable to predict whether a component found in en@my product might be added to the Californiaifisthe future, although the state
initiated a regulatory process in which caffeindl e evaluated for listing. Furthermore, we arsoalinable to predict when or whether
increasing sensitivity of detection methodologyt timay become applicable under this law and releggdlations as they currently exist, o
they may be amended, might result in the deteaifaan infinitesimal quantity of a listed substarniicea beverage of ours produced for sa



California.
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Bottlers of our beverage products presently offedt ase nonrefillable, recyclable containers in theted States and various ot
markets around the world. Some of these bottlexs affer and use refillable containers, which dse aecyclable. Legal requirements appl
various jurisdictions in the United States and egas requiring that deposits or certain ecotaxdéses be charged for the sale, marketing
use of certain nonrefillable beverage containehe frecise requirements imposed by these measangsQther types of beverage container-
related deposit, recycling, ecotax and/or prodtetardship statutes and regulations also apphaiious jurisdictions in the United States
overseas. We anticipate that additional, similgeleequirements may be proposed or enacted ifuthee at local, state and federal levels,
in the United States and elsewhere.

All of our facilities and other operations in thenitéd States are subject to various environmentakeption statutes and regulatic
including those relating to the use of water resesirand the discharge of wastewater. Our polity omply with all such legal requiremel
Compliance with these provisions has not had, aedde not expect such compliance to have, any raatadverse effect on our cap
expenditures, net income or competitive position.

Environmental Matters

Our primary cost environmental compliance activgtyn recycling fees and redemption values. Werageiired to collect redempti
values from our customers and remit those redemptitues to the state, based upon the number tédatf certain products sold in that state.

Employees

We have 20 fultime employees on our corporate staff, as follo8ve1 general management, 11 in sales and markstipgort, and
in administration and operations. We also have®duction employees that work both full and partet We employ additional people o
parttime basis as needed. We have never participatadollective bargaining agreement. We believe ttherelationship with our employe
is good.

ltem 2. Property

We lease a facility of approximately 43,000 squaet, which serves as our principal executive effjcour West Coast Brewery i
bottling plant and our Southern California wareleftaility. Approximately 30,000 of the total spds leased under a lontgrm lease expirir
in 2024. We also lease a warehouse of approxigna®&D00 square feet under a two-year lease expini2012.

ltem 3. Legal Proceedings

From time to time, we are a party to claims analggoceedings arising in the ordinary course dfitess. Our management evalu
our exposure to these claims and proceedings ohaiMiy and in the aggregate and provides for p@klusses on such litigation if the amao
of the loss is estimable and the loss is probable.

From August 3, 2005 through April 7, 2006, we isbl833,156 shares of our common stock in conneatith our initial public
offering. These securities represented all of theres issued in connection with the initial puldftering prior to October 11, 2006. Th
shares issued in connection with the initial pulblifering may have been issued in violation of @itRederal or State securities laws, or |
and may be subject to rescission.

On August 12, 2006, we made a rescission offerllthiaders of the outstanding shares that we beliake subject to rescissi
pursuant to which we offered to repurchase theaseshthen outstanding from the holders. At therexipin of the rescission offer on Septen
18, 2006, the rescission offer was accepted byf 3Repofferees to the extent of 28,420 shares ficaggregate of $119,000, including statu
interest. The shares that were tendered for résnisgere agreed to be purchased by others andomtdur funds.
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Federal securities laws do not provide that a ssgmn offer will terminate a purchaseright to rescind a sale of stock that was
registered as required or was not otherwise ex&mpt such registration requirements. With respedhe offerees who rejected the rescis
offer, we may continue to be liable under federal atate securities laws for up to an amount etutie value of all shares of common s
issued in connection with the initial public offegi plus any statutory interest we may be requiceday. If it is determined that we offe
securities without properly registering them unfideral or state law, or securing an exemption fregistration, regulators could imps
monetary fines or other sanctions as provided utitese laws. However, we believe the rescissioer gifovides us with additional meritoric
defenses against any future claims relating toetisbsires.

Except as set forth above, we believe that theeenar material litigation matters at the currenteimilthough the results of suL
litigation matters and claims cannot be predictdth wertainty, we believe that the final outcomeso€h claims and proceedings will not ha

material adverse impact on our financial positiaidity, or results of operations.

ltem 4. [Removed and Reserved]

14




PART Il
Item 5. Market for Common Equity and Related Stakholder Matters

Our common stock is listed for trading on the NASDACapital Market trading under the symbol “REEDThe following is
summary of the high and low bid prices of our comrstock on the NASDAQ Capital Market for the pedgquesented:

Sales Price
High Low
Year Ending December 31, 2009
First Quarter $ 1.41 $ 0.7t
Second Quarter 2.4z 1.0€
Third Quarter 2.5C 1.8C
Fourth Quarter 2.1C 1.2¢
Sales Price
High Low
Year Ending December 31, 2010
First Quarter $ 244 3% 1.27
Second Quarter 3.0¢ 1.62
Third Quarter 2.2t 1.6%
Fourth Quarter 2.4¢€ 1.8¢

As of December 31, 2010, there were approximat8§ fockholders of record of the common stock (noluding the number
persons or entities holding stock in nominee aeftname through various brokerage firms) and aqpedely 10,446,090 outstanding shi
of common stock.

Unregistered Sales of Equity Securities

During the fiscal year ended December 31, 2010isaaed the following equity securities that wereegistered under the Securi

Act:

. We issued 57,053 shares of common stock in exchéorgeonsulting and legal services. The valueh# stock was based on
closing price of the stock on the issuance or afjtgmn date. The total value of shares issueddorices was $103,000. The sh
were issued pursuant to exemption from registratiotier Section 4(2) of the Securities Act.

. We issued 75,750 shares of common stock to our@meb as bonuses at prices of $1.32 and $2.06|dkieg price of our commi
stock on the date of issuance. The shares weredgsursuant to exemption from registration undetisn 4(2) of the Securities Act.

. We granted options to purchase 245,000 sharesmofmom stock under our employee stock option plagxatcise prices of $1.79

$2.22 pursuant to exemption from registration urkection 4(2) of the Securities Act.
Dividend Policy

We have never declared or paid dividends on oumeomstock. We currently intend to retain futurengags, if any, for use in o
business, and, therefore, we do not anticipateadagl or paying any dividends in the foreseeabtartu Payments of future dividends, if ¢
will be at the discretion of our board of direct@fter taking into account various factors, inchglithe terms of our credit facility and
financial condition, operating results, current amticipated cash needs and plans for expansion.

We are obligated to pay a neomulative 5% dividend from lawfully available asst the holders of our Series A preferred stodd
$0.13 per share per quarter on our Series B pegfestock in either cash or additional shares ofrnomstock at our discretion. In 2010
2009, we paid dividends on our Series A prefertedksin an aggregate of 11,211 and 12,950 share®mimon stock in each such yi
respectively, and anticipate that we will be obigghto issue at least this many shares annuallyetdolders of the Series A preferred stoc
long as such shares are issued and outstandi2§1 we accrued $50,000 of dividends on our outltey Series B shares and paid $5,0(
dividends by issuing 3,394 shares of our commonkstoln 2009 there were no dividends due on théeSa& preferred stock, as they w
issued in December 2009.
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Securities Authorized for Issuance Under Equity Corpensation Plans
2001 Stock Option Plan and 2007 Stock Option Plan

We are authorized to issue options to purchase {99,000 shares of common stock under our 200dkSdption Plan, and we ¢
authorized to issue options to purchase up to 108@0shares of common stock under our 2007 Stodlo@Plan. On August 28, 2001,
board of directors adopted the 2001 Stock OptianRInd the plan was approved by our stockhold@rs.October 8, 2007, our board
directors adopted the 2007 Stock Option Plan aagtan was approved by our stockholders on Noverhi®g2007.

The plans permit the grant of options to our emeésy directors and consultants. The options magtitote either thcentive stoc
options” within the meaning of Section 422 of tmtefnal Revenue Code or “non-qualified stock oidbrThe primary difference betwe
“incentive stock options” and “non-qualified stooktions” is that once an option is exercised, ttoeks received under arinftentive stoc
option” has the potential of being taxed at the enfavorable long-term capital gains rate, whilecktoeceived by exercising a “naqualifiec
stock option” is taxed according to the ordinargame tax rate schedule.

The plans are currently administered by the bodrdiectors. The plan administrator has full amdaf authority to select tl
individuals to receive options and to grant suctioms as well as a wide degree of flexibility intelenining the terms and conditions of optic
including vesting provisions.

The exercise price of an option granted under tae gannot be less than 100% of the fair markatesgler share of common stock
the date of the grant of the option. The exerpidee of an incentive stock option granted to asperowning more than 10% of the ti
combined voting power of the common stock must bkeast 110% of the fair market value per shareahmon stock on the date of
grant. Options may not be granted under the pteorafter the tenth anniversary of the adoptiothefplan. Incentive stock options grante
a person owning more than 10% of the combined gqiimwer of the common stock cannot be exercisallenbre than five years.

When an option is exercised, the purchase prighefunderlying stock will be paid in cash, excédpttthe plan administrator rr
permit the exercise price to be paid in any comimnaof cash, shares of stock having a fair makkadtie equal to the exercise price, 0
otherwise determined by the plan administrator.

If an optionee ceases to be an employee, direstocpnsultant with us, other than by reason of ldedisability, or retirement, :
vested options must be exercised within three nwfaliowing such event. However, if an optioreeemployment or consulting relations
with us terminates for cause, or if a director afis removed for cause, all unexercised optioifistevminate immediately. If an option
ceases to be an employee or director of, or a ttam$uo us, by reason of death, disability, oireshent, all vested options may be exerc
within one year following such event or such shoperiod as is otherwise provided in the relateccagent.

When a stock award expires or is terminated bdfdseexercised, the shares set aside for that v returned to the pool of sh
available for future awards.

No option can be granted under the plan after ears/following the earlier of the date the plan wdspted by the board of direct
or the date the plan was approved by our stockhelde

2009 Consultant Stock Plan

We are authorized to issue up to 100,000 sharesowfmon stock to employees, officers, directors, consultants, indepe
contractors, advisors, or other service providerBeéeds under our 2009 Consultant Stock Plan. The 20@%@dtant Stock Plan was adof
by our board of directors on February 13, 2009iaratiministered by a committee of the board ofalaes. The plan committee may from ti
to time, and subject to the provisions of the gad such other terms and conditions as the planmitbee may prescribe, grant to any elig
person one or more shares of common stock of Ree8ivard Shares"). The grant of Award Shares @ngof the right to receive Awe
Shares shall be evidenced by either a written donguagreement or a separate written agreemerfiroung such grant, executed by Reed’
and the recipient, stating the number of Award 8&@ranted and stating all terms and conditiorsioh grant. During 2009, 60,416 share
common stock were issued under the Plan.

The plan committee, in its sole discretion, mayhgrawvard Shares in any of the following instances:
0] as a "bonus" or "reward" for servigeeviously rendered and compensated, in which tteseecipient of the Awa

Shares shall not be required to pay any considerétir such Award Shares, and the value of suchrdwares shall be the fair market vi
of such Award Shares on the date of grant; or
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(i) as "compensation” for the previowfprmance or future performance of services @irattent of goals, in whic
case the recipient of the Award Shares shall naehaired to pay any consideration for such Awahndr8s (other than the performance o
services).

2010 Incentive Stock Plan and 2010-2 Incentive Sto®lan

We are authorized to issue up to an aggregate @0@5shares of common stock t@mployees, officers, directors, consulte
independent contractors, advisors, or other semiogiders to Reed’s under our 2010 Incentive Stetdn and 201@- Incentive Stock Pl:
(collectively, the “2010 Plans”). The 2010 IncemrtiStock Plan was adopted by our board of direaar§larch 31, 2010; the 20Iincentive
Stock Option Plan was adopted on May 5, 2010. ZU1d Plans are administered by a committee of dlaecbof directors. The plan commit
may from time to time, and subject to the provisiaf the plan and such other terms and conditisrth@ plan committee may prescribe, g
to any eligible person one or more shares of comstook of Reed ("Award Shares"). The grant of Award Shares @angof the right t
receive Award Shares shall be evidenced by eitheritien consulting agreement or a separate writgreement confirming such gre
executed by Reed’and the recipient, stating the number of Awardr& granted and stating all terms and conditidrsich grant. Durin
2010, 72,025 shares of common stock were issueerruhd Plans.

Equity Compensation Plan Information

The following table provides information, as of Rewber 31, 2010, with respect to equity securitigh@ized for issuance unt
compensation plans, including individual compemsatirrangements:

Number of
Securities
Number of Remaining
Securities to be Available for
Issued Upon Weighteo- Future Issuance
Exercise of ~ Average Exercise  Under Equity
Outstanding Price of Compensation
Options, OLCJ;LSE[iaOnnd;ng Plans (excluding
Warrants and Wgrranté securities
Rights and Rights reflected in
Plan Category (a) (b) Column(a))(c)
Equity compensation plans approved by securityédrsid 840,00( $ 1.7¢ 1,160,001
Equity compensation plans not approved by sechotgers 2,009,02 3 4.6¢ -
TOTAL 2,849,022 $ 3.82 1,160,001

Item 6. Selected Financial Data

As a smaller reporting company, Reed'’s is not nexglio provide disclosure pursuant to this Item 6.
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ltem 7. Management’s Discussion and Analysis &tlan of Operation

The following discussion and analysis of our finahcondition and results of operations should kad in conjunction with ol
financial statements and the related notes appgagisewhere in this Annual Report. This discusaimhanalysis may contain forwelooking
statements based on assumptions about our futwsimdms. Our actual results could differ materidhgm those anticipated in these forward-
looking statements as a result of certain factorsluding but not limited to those set forth undBisk Factors” and elsewhere in this Anni
Report.

Overview

We continued to experience significant increasesales of our branded products in 2010, and weipate that those increases
continue into 2011. Our gross margin on salesrafted products in 2010 was consistent with 2008, vee anticipate that the gross ma
percentage on branded products will remain con&ta?®11. In 2010, our overall gross margin wageaskely impacted by initial lowemnargir
private label sales and otieie costs associated with the start up of thisrass line. We are taking measures to improve theyims on prival
label sales, especially on 2011 contract terms. b@lieve that our private label gross sales in 20illlexceed 2010 levels and more, depen
on the contracts secured.

Results of Operations

The following table sets forth key statistics foetyears ended December 31, 2010 and 2009, resggcti

Year Ended Percentage
December 31, Change
2010 2009 10 vs. 09
Total net sales $ 20,376,00 $ 15,178,00 34%
Net sales comprised ¢
Sales branded products 17,541,00 14,980,00 17%
Sales of private label products 2,835,00! 198,00( 1332%
Cost of sales:
Costs of products sold 14,670,00 10,468,00 40%
Overhead costs of sales 1,371,001 1,098,001 25%
Total cost of sales 16,041,00 11,566,00 39%
Gross profit 4,335,00I 3,612,00! 20%
Gross profit margin as a percentage of ne
sales 21% 24%
Operating expenses:
Selling and marketing expense 2,319,00! 2,412,00! (4%)
General and administrative expense 2,740,001 2,632,00! 4%
Impairment of assets - 641,00(
Total operating expenses 5,059,00! 5,685,00! (11%)
Loss from operations (724,000 (2,073,001 (65%)
Interest expense (586,00() (486,000 21%
Net loss $ (1,310,00) $ (2,559,001 (49%)

Year ended December 31, 2010 Compared to Year ebdegmber 31, 2009
Sales

Sales of $20,376,000 for the year ended Decemhe2@®D represented an increase of $5,198,000,%r; 8¢ compared to the prior year s
period. Sales of private label products accoufidedcapproximately $2,600,000 of this increase.eSdtom branded products increased
17% during 2010, over 2009, with an overall voluimerease of 16% in our core hignce branded beverages increase. The numbeoadrg
chains carrying our branded and private label petslis increasing and we are actively marketingupexisting customers with an improv
effect on same store sales. Most of our privabellaevenues were from three customers in 2010.aWigipate increasing sales with th



customers as well as at least three additionalfgignt private label customers in 2011.
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Cost of Goods Sold

Cost of goods sold consists primarily of the cadgteur ingredients, packaging, production and fneigOur cost of goods sold of $16,041,
for the year ended December 31, 2010 represenitsceense of $4,475,000, or 39% as compared to 2008.costs were impacted by cer
commodity price increases such as apple juicehfgisger and sugar. We are finding ways to midghese increases while still providin
premium, handrafted beverage line. We feel that our raw makertost increases in 2011are being largely offgetnproved sourcing ai
selected price increases.

Gross Profit

Our gross profit increased to $4,335,000 in the yealed December 31, 2010, from $3,612,000 in 2809ncrease of $723,000 or 20%.
overall gross profit as a percentage of sales dserkto 21% in 2010, from 24% in 2009. The groefitppercentage decrease is primarily
to lower margins from our initial private label doacts, reflecting certain stawp production costs and higher ingredient costsgding
margins from private label sales are anticipateidniforove with 2011 contracts. Our average gros§itgrercentage on the sales of our brai
products, including primarily our Reed’s and Vitgibrands, is approximately the same during the geded December 31, 2010 as comf
to 2009, with nominal erosion of margins experiehiecertain items due primarily to ingredient ciogtreases described above.

Selling and marketing expenses

Selling and marketing expenses consist primarildioéct charges for staff compensation costs, didueg, sales promotion, marketing
trade shows. Selling and marketing costs decreas$d,319,000 in the year ended December 31, 2@h0 $2,412,000 in 2009. The decre
is primarily due to a decrease in stock option esgeof $185,000 and a decrease in advertising giomand trade shows of $101,000; of
by an increase in compensation and travel cos$d48,000 and an increase in facilities relatedscos$50,000.

We have recently increased our direct marketingbgities, while also continuing to maintain ounge sales staff that is focused on sale
significant grocery chains nationwide. The trendgrocery stores is to offer more natural proddltsughout the stores. Our sales forc
leveraging our strong position in natural food gngcstores throughout the nation, to establish nelationships with mainstream groc
stores.

General and Administrative Expenses

General and administrative expenses consist ptliynafithe cost of executive, administrative, andafice personnel, as well as professi
fees. General and administrative expenses increas&@,740,000 during the year ended December 810 Zrom $2,632,000 in the sa
period of 2009. The overall increase of $108,00Q040 is primarily due to an increase in compensatosts of $152,000 and an increas
amortization expense of $65,000; offset by a desgréa professional and consulting costs of $63,@00¢ecrease in stock option expens
$38,000, and a decrease in facilities-related aufs$8,000.

We believe that our existing executive and admiaiste staffing levels are sufficient to allow foroderate growth without the need to
personnel and related costs for the foreseeahlegfut

Impairment Loss

In connection with the sale of our buildings anévkery equipment in June 2009, and the concurrerstelgack of the same property ¢
equipment, we recognized an impairment loss onaseets of $641,000. The loss recognized from imgait is a result of the lower |
carrying values of the assets at the time of satelation to the market value of the property.

Loss from Operations

Our loss from operations decreased to $724,000eryéar ended December 31, 2010 from $2,073,0@teisame period of 2009. Aside fr
the impairment loss in 2009 of $641,000, which miid recur in 2010, the improvement is a direct ltesflincreased sales resulting in incree
margin contribution.

Interest Expense

Interest expense increased to $586,000 in thegreded December 31, 2010, compared to interest egpEr$486,000 in 2009. The increas

due to the increase in lorigrm debt, as a result of our financing obligatiand increased borrowing under a line of credieagrent wit
GemCap Lending I, LLC, secured primarily by ouréntory and accounts receivable.
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Modified EBITDA

The Company defines modified EBITDA (a non-GAAP si@&ment) as net loss before interest, taxes, deti and amortization, and non-
cash expense for securities. Other companies rabgulate modified EBITDA differently. Managemenglieves that the presentation
modified EBITDA provides a measure of performarita approximates cash flow before interest expearsstjs meaningful to investors.

MODIFIED EBITDA SCHEDULE

Year ended December 31,

2010 2009

Net loss $ (1,310,000 $ (2,559,001)
Modified EBITDA adjustments:
Depreciation and amortization 616,00( 469,00(
Interest expense 586,00( 486,00(
Impairment expense - 641,00(
Stock option compensation 198,00( 421,00(
Other stock compensation for services 366,00( 236,00(

Total EBITDA adjustments 1,766,00! 2,253,00!
Modified EBITDA income (loss) from operations $ 456,000 $ (306,000

Liquidity and Capital Resource

As of December 31, 2010, we had stockholders eqfit$4,142,000 and we had working capital of $1,880, compared to stockhold
equity of $4,377,000 and working capital of $2,@®0, at December 31, 2009. Cash and cash equivalenés$1,084,000 as of December
2010, as compared to $1,306,000 at December 3B, Z0@ decrease in our working capital of $207,8@8 primarily a result of losses fri
operations, before depreciation and other cash expenses. In addition to our cash positioBDerember 31, 2010, we had availability ur
our line of credit of approximately $52,000.

Our decrease in cash and cash equivalents to $0@B&t December 31, 2010 compared to $1,306,00@e@mber 31, 2009 was primaril
result of cash used in operating activities, pritpdor increases in accounts receivable and inmgnthat are related to our overall increast
ongoing revenues. Such cash used in operationsffget by net draw-downs on our line of credit aades of equity securities.

On February 4, 2011, we sold 304,880 shares oftoommmon stock and 121,952 warrants for $750,000W8. paid $78,000 in expense:
connection with the transaction. The net procesdseing used for working capital.

We believe that the Company currently has the rsaegsworking capital to support existing operatidtheough 2011. Our primary capi
source will be cash flow from operations as we gaufitability in 2011. If our sales goals do rmotterialize as planned, we believe tha
Company can become leaner and our costs can begetht@ produce profitable operations. Historicallse have financed our operati
primarily through private sales of common stockeferred stock, convertible debt, a line of creddni a financial institution, and ce
generated from operations.

Net cash used in operations during 2010 was $801c@@hpared with $1,317,000 used in operations duitie same period in 2009. C
used in operations during 2010 was primarily duthtonet loss in the period and to an increasedounts receivable, inventory and pre|
raw materials costs, as we prepare for higher $eoktontinuing sales.

Net cash used in investing activities of $383,0@@irdy 2010, compared with $356,000 during 2009 risnarily the result of equipme
purchases in both years.

Net cash provided by financing activities of $97T®aluring 2010 was primarily due to proceeds frown $ale of our common and prefe
stock in the aggregate amount of $549,000, nefffefing costs, and to net draws on the revolvimg lof credit of $623,000; offset by d
repayments of $176,000. On February 5, 2010, tragany completed a standby offering of 12,780 shafets Series B Preferred Stocl
$10.00 per share, for gross proceeds of $127,806e Company paid legal and broker fees of appratély $11,000 in connection with -
offering. On February 18, 2010, the Company solchggregate of 277,359 shares of common stock aica pf $1.70 per share for gr
proceeds of $472,000. In connection with the shke Company paid legal and broker fees of apprateg $40,000.
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Our senior revolver facility is for $3,000,000, bdson 80% of eligible accounts receivable and 5@%ligible inventory, with a maximu
inventory advance of $1,500,000. The line of dredars interest of 18% per annum. At DecembefB10, the outstanding line of credit\
$2,038,000, with $52,000 available based on thiateshl formula.

We may not generate sufficient revenues from prbdales in the future to achieve profitable opersi If we are not able to achieve profit:
operations at some point in the future, we evehtumbly have insufficient working capital to maimtaiur operations as we presently inter
conduct them or to fund our expansion and markedimg) product development plans. In addition, ossés may increase in the future a
expand our manufacturing capabilities and fundroarketing plans and product development. Thesesossnong other things, have had
may continue to have an adverse effect on our wgrkapital, total assets and stockholdergiity. If we are unable to achieve profitabilitiye
market value of our common stock would decline tiredle would be a material adverse effect on owaniomal condition.

If we continue to suffer losses from operationg, warking capital may be insufficient to support @bility to expand our business operat
as rapidly as we would deem necessary at any timess we are able to obtain additional financiffgere can be no assurance that we w
able to obtain such financing on acceptable teonat all. If adequate funds are not availablererreot available on acceptable terms, we
not be able to pursue our business objectives amaldwbe required to reduce our level of operatidnsluding reducing infrastructu
promotions, personnel and other operating expendasse events could adversely affect our businessilts of operations and finant
condition. If adequate funds are not availabléf tihey are not available on acceptable terms,adility to fund the growth of our operatio
take advantage of opportunities, develop producteovices or otherwise respond to competitivequness, could be significantly limited.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordwitteaccounting principles generally acceptedha United States of America, or GA/
GAAP requires us to make estimates and assumptiatsffect the reported amounts in our finandiatesnents including various allowan
and reserves for accounts receivable and investdtie estimated lives of lofiyed assets and trademarks and trademark liceasesell a
claims and contingencies arising out of litigatmmother transactions that occur in the normal sewf business. The following summarize
most significant accounting and reporting polices! practices:

Revenue Recognitic. Revenue is recognized on the sale of a prodhenvthe product is shipped, which is when the ofsloss transfers
our customers, and collection of the receivable&sonably assured. A product is not shipped witho order from the customer and cr
acceptance procedures performed. The allowanceefarns is regularly reviewed and adjusted by rganeent based on historical trend
returned items. Amounts paid by customers for shippnd handling costs are included in sales. Thmgany reimburses its wholesalers
retailers for promotional discounts, samples amthgeadvertising and promotional activities usedhie promotion of the Comparsyproducts
The accounting treatment for the reimbursementséonples and discounts to wholesalers resultsrégdaction in the net revenue line it
Reimbursements to wholesalers and retailers faaiceadvertising activities are included in sellaigd marketing expenses.

Trademark License and TrademarkdVe own trademarks that we consider materialuo lusiness. Three of our material trademark:
registered trademarks in the U.S. Patent and Tradef@ffice: Virgil's ®, Reed’s Original Ginger Brewll- Natural Jamaican Style Ginger ,
® and Tianfu China Natural Soda ®egistrations for trademarks in the United Statéklast indefinitely as long as we continue to =&
police the trademarks and renew filings with theligable governmental offices. We have not beerlehged in our right to use any of «
material trademarks in the United States. We intermbtain international registration of certaiademarks in foreign jurisdictions.

We account for these items in accordance with FA8Bance; we do not amortize indefinite-lived tnadek licenses and trademarks.

In accordance with FASB guidance, we evaluate am-amortizing trademark license and trademarks qugrfer impairment. We meast
impairment by the amount that the carrying valueeexis the estimated fair value of the trademadn$ie and trademarks. The fair valt
calculated by reviewing net sales of the variougebgges and applying industry multiples. Based onquarterly impairment analysis
estimated fair values of trademark license ancetreatks exceeded the carrying value and no impatsmveere identified during the year en
December 31, 2010.
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Long-Lived Assets Our management regularly reviews property, eqeiptimand other longived assets, including identifiable amortiz
intangibles, for possible impairment. This reviegcors quarterly or more frequently if events orrges in circumstances indicate the carr
amount of the asset may not be recoverable. Ietigindication of impairment of property and eagngnt or amortizable intangible assets,
management prepares an estimate of future casls flomdiscounted and without interest charges) e@ggeto result from the use of the a
and its eventual disposition. If these cash floveslass than the carrying amount of the assetngairment loss is recognized to write down
asset to its estimated fair value. The fair vaiestimated at the present value of the future flasls discounted at a rate commensurate
managemeng estimates of the business risks. Quarterly, dieeaif there is indication of impairment of idéfired intangible assets not subj
to amortization, management compares the estinfatedalue with the carrying amount of the asset.idipairment loss is recognized to w
down the intangible asset to its fair value ifsitéss than the carrying amount. Preparation a@hagtd expected future cash flows is inhere
subjective and is based on managensebést estimate of assumptions concerning expégtece conditions. No impairments were identi
during the year ended December 31, 2010.

Management believes that the accounting estimdtgerk to impairment of our long lived assets, idohg our trademark license ¢
trademarks, is a “critical accounting estimateScause: (1) it is highly susceptible to changenfrperiod to period because it requ
management to estimate fair value, which is basedssumptions about cash flows and discount rateb(2) the impact that recognizing
impairment would have on the assets reported orbalance sheet, as well as net income, could berraatManagemerd’ assumptions abc
cash flows and discount rates require significadgjment because actual revenues and expenseslhauated in the past and we expect
will continue to do so.

In estimating future revenues, we use internal bteignternal budgets are developed based on remstiue data for existing product lines
planned timing of future introductions of new protuand their impact on our future cash flows.

Accounts Receivab. We evaluate the collectability of our trade agdsueceivable based on a number of factors. bugistances where !
become aware of a specific custorsdriability to meet its financial obligations to, @sspecific reserve for bad debts is estimatedracarde:
which reduces the recognized receivable to thenastid amount our management believes will ultingabel collected. In addition to spec
customer identification of potential bad debts, bait charges are recorded based on our histéoiEsds and an overall assessment of pa:
trade accounts receivable outstanding.

Inventories. Inventories are stated at the lower of costueipase and/or manufacture the inventory or theeatiestimated market value of
inventory. We regularly review our inventory quaies on hand and record a provision for excessofasdlete inventory based primarily on
estimated forecast of product demand and/or olityatn sell the product(s) concerned and productiequirements. Demand for our prod
can fluctuate significantly. Factors that couldeaffdemand for our products include unanticipate@inges in consumer preferences, ge
market conditions or other factors, which may resutancellations of advance orders or a redudtidhe rate of reorders placed by custon
Additionally, our managemerst’estimates of future product demand may be inateuwhich could result in an understated or oagése
provision required for excess and obsolete inventor

Stock-Based Compensatioie periodically issue stock options and warrantsetoployees and non-employees in roapital raisin
transactions for services and for financing coste Company accounts for stock option and warraantg issued and vesting to employ
based on FASB ASC Topic 718, “Compensation — S@apensation"whereas the award is measured at its fair valtieeatlate of grant a
is amortized ratably over the vesting period. Weoant for stock option and warrant grants issusthasting to nomployees in accordar
with ASC Topic 718 whereby the fair value of thecst compensation is based on the measurement slatetermined at either (a) the dat
which a performance commitment is reached, orfheadate at which the necessary performancertotba equity instrument is complete.

We estimate the fair value of stock options usimg Black-Scholes optiopricing model, which was developed for use in eating the fai
value of options that have no vesting restrictiand are fully transferable. This model requiresitipit of subjective assumptions, incluc
the expected price volatility of the underlyingdtaand the expected life of stock options. Progatata related to the expected volatilit
stock options is based on the historical volatitifythe trading prices of the Compasyommon stock and the expected life of stock optie
based upon the average term and vesting schedutes options. Changes in these subjective assomgptian materially affect the fair value
the estimate, and therefore the existing valuatiodels do not provide a precise measure of thevédire of our employee stock options.

We believe there have been no significant chandesng the year ended December 31, 2010, to thesitdisclosed as critical account

policies and estimates in Management's DiscussiohAmalysis of Financial Condition and Results gfe@ations in the Comparg/’/Annua
Report on Form 10-K for the year ended Decembe309.
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Recent Accounting Pronouncements

In April 2010, the Financial Accounting StandardsaBd (FASB) issued new accounting guidance in apglthe milestone method of revel
recognition to research or development arrangemddtsler this guidance management may recognizenuevecontingent upon t
achievement of a milestone in its entirety, in pleeiod in which the milestone is achieved, onlth# milestone meets all the criteria within
guidance to be considered substantive. This stdndagffective on a prospective basis for researth development milestones achieve
fiscal years, beginning on or after June 15, 2@4#xly adoption is permitted; however, adoption o tguidance as of a date other
January 1, 2011 will require the Company to aphiy guidance retrospectively effective as of Japda010 and will require disclosure of
effect of this guidance as applied to all previguslported interim periods in the fiscal year obption. As the Company plans to implen
this standard prospectively, the effect of thisdgmice will be limited to future transactions. Thentpany does not expect adoption of
standard to have a material impact on its finanuisition or results of operations as it has noemtresearch and development arranger
which will be accounted for under the milestone et

In January 2010, the FASB issued new accountindaguge which requires new disclosures regardingteas in and out of Level 1 and Le
2 fair value measurements, as well as requiringgu&tion on a gross basis of information aboutlmses, sales, issuances and settleme
Level 3 fair value measurements. The guidance elanfies existing disclosures regarding level aagigregation, inputs and valuat
techniques. The new guidance is effective for inteand annual reporting periods beginning after ébelger 15, 2009. Disclosures at
purchases, sales, issuances and settlements ilthferward of activity in Level 3 fair value meaements are effective for fiscal ye
beginning after December 15, 2010. As this guidareguires only additional disclosure, there shdaddho impact on the financial statem
of the Company upon adoption.

In October 2009, a new accounting consensus waedsfor multipledeliverable revenue arrangements. This consens@ndamexistin
revenue recognition accounting standards. This esmss provides accounting principles and applinatioidance on whether multi
deliverables exist, how the arrangement should dgmrated and the consideration allocated. Thisamaie eliminates the requiremen
establish the fair value of undelivered productd aarvices and instead provides for separate reveszognition based upon management’
estimate of the selling price for an undeliverednitwhen there is no other means to determine thedlue of that undelivered item. Previot
the existing accounting consensus required thataihealue of the undelivered item be the pricehaf item either sold in a separate transa
between unrelated third parties or the price cléhfgeeach item when the item is sold separatelyheywendor. Under the existing accoun
consensus, if the fair value of all of the elementthe arrangement was not determinable, themrevevas deferred until all of the items w
delivered or fair value was determined. This newrapch is effective prospectively for revenue ageanents entered into or materii
modified in fiscal years beginning on or after Jdse 2010. The Company is in the process of evialgathether the adoption of this stanc
will have a material effect on its financial positj results of operations or cash flows.

Other recent accounting pronouncements issued &y&SB (including its Emerging Issues Task Forgbg AICPA, and the Securiti
Exchange Commission (tH&EC") did not or are not believed by managemertiadee a material impact on the Company's presefitore
financial statements.

Inflation

Although management expects that our operationsbgilinfluenced by general economic conditions,dgenot believe that inflation ha:
material effect on our results of operations.
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Report of Independent Registered Public Accountingrirm

We have audited the accompanying balance she®seads, Inc. as of December 31, 2010 and 2009 and thtedestatements of operatic
changes in stockholders’ equity and cash flowstlfier years then ended. These financial statemeattharresponsibility of the Company’
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstatts of the Public Company Accounting Oversighaf8ioUnited States). Those stand.
require that we plan and perform the audits to inbteasonable assurance about whether the finasti¢ments are free of mate
misstatement. The Company is not required to hagewere we engaged to perform, an audit of iteridl control over financial reportir
Our audits included consideration of internal cohtiver financial reporting as a basis for desigrandit procedures that are appropriate il
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compaimyternal control over financial reporti
Accordingly, we express no such opinion. An audiiudes examining, on a test basis, evidence stippdhe amounts and disclosures in
financial statements. An audit also includes assgghe accounting principles used and signifiesttmates made by management, as w
evaluating the overall financial statement pred@rmaWe believe that our audits provide a reastnbasis for our opinion.

In our opinion, the financial statements referredabove present fairly in all material respectg, fimancial position of Rees, Inc. as ¢
December 31, 2010 and 2009 and the results ofpggations and its cash flows for the years thereerid conformity with accountit
principles generally accepted in the United Stafesmerica.

/sl WEINBERG & COMPANY, P.A.

Weinberg & Company, P.A.
Los Angeles, California
March 22, 2011




REED'’S, INC.
BALANCE SHEETS

December 31, December 31,
2010 2009
ASSETS
Current assets:
Cash $ 1,084,000 $ $1,306,00
Inventory 4,555,00! 2,884,00
Trade accounts receivable, net of allowance fobtfaliaccounts and returns and discounts of
$105,000 and $90,000, respectively 1,295,001 866,00(
Prepaid inventory 138,00( 3,00(
Prepaid and other current assets 78,00( 96,00(
Total Current Assets 7,150,001 5,155,00!
Property and equipment, net of accumulated depreciaf $1,178,000 and $727,000, respectively 3,650,00! 3,655,00!
Brand names 1,029,001 1,029,001
Deferred financing fees, net of amortization ofdf® and $10,000, respectively 47,00( 131,00(
Total assets $ 11,876,00 $ 9,970,001
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Accounts payable $ 2,586,000 $ 954,00(
Accrued expenses 162,00( 127,00(
Dividends payable 44,00( -
Recycling fees payable 325,00( 456,00(
Line of credit 2,038,00! 1,415,001
Current portion of long term financing obligation 55,00( 40,00(
Current portion of capital leases payable 39,00( 24,00(
Current portion of note payable 71,00( 102,00(
Total current liabilities 5,320,00! 3,118,00!
Long term financing obligation, less current pamtiaet of discount of $677,000 and $726,000,
respectively 2,268,00! 2,274,00!
Capital leases payable, less current portion 146,00( 130,00(
Note payable, less current porti - 71,00(
Total Liabilities 7,734,001 5,593,00!
Commitments and contingencies
Stockholders’ equity:
Series A Convertible Preferred stock, $10 par v&éb0@,000 shares authorized, 46,621 shares is
and outstanding 466,00( 466,00(
Series B Convertible Preferred stock, $10 par ve808,000 shares authorized, 85,766 and 120,¢
shares issued and outstanding, respectively 858,00( 1,208,001
Common stock, $.0001 par value, 19,500,000 shartbe@zed, 10,446,090 and 9,606,127 share
issued and outstanding, respectively 1,00(¢ 1,00(¢
Additional paid in capital 21,701,00 20,203,00
Accumulated deficit (18,884,00) (17,501,00)
Total stockholders’ equity 4,142,00 4,377,000
Total liabilities and stockholders’ equity $ 11,876,00 $ 9,970,00!

The accompanying notes are an integral part oktfinancial statements
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REED’S, INC.
STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2010 and 2009

2010 2009
Sales $ 20,376,00 $ 15,178,00
Cost of sales 16,041,00 11,566,00
Gross profit 4,335,00! 3,612,00!
Operating expenses:
Selling and marketing expense 2,319,00! 2,412,00!
General and administrative expense 2,740,001 2,632,001
Impairment of assets - 641,00(
Total operating expenses 5,059,00! 5,685,00!
Loss from operations (724,000 (2,073,00)
Interest expense (586,00() (486,000)
Net loss (1,310,001 (2,559,000
Preferred stock dividend (73,000 (23,000
Net loss attributable to common stockholders $ (1,383,00) $ (2,582,001
Loss per share available to common stockholdegsictand diluted $ 0.19 $ (0.2§)
Weighted average number of shares outstandinge bad diluted 10,186,60 9,238,00.

The accompanying notes are an integral part oktfinancial statements
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Balance, December 3:
2008

Fair Value of Commor
Stock issued for
services and finance
fees

Warrants issued in
connection with
purchase option

Common stock issued
in connection with
the June 30, 2009
preferred stock
dividend

Common stock issued
upon conversion of
preferred stock

Private sale of commo
stock

Sale of common stock
in shelf offering

Sale of Series B
preferred stock, net
offering costs

Fair value vesting of
options issued to
employees

Net loss

Balance, December 3:
2009

Fair Value of Commor
Stock issued for
bonuses and service

Common stock issued
upon conversion of
Series B preferred
stock

Sale of common stock
in shelf offering

Sale of Series B
preferred stock, net
offering costs

Exercise of stock
options

Fair value vesting of
options issued to
employees

Series A and Series B
preferred stock

REED’S, INC.
STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
For the Years Ended December 31, 2010 and 2009

Series A Preferred  Series B Preferred  Additional Total
Common Stock Stock Stock Paid-In Accumulatet  Stockholder:

Shares  Amount Shares Amount Shares Amount Capital Deficit Equity
8,979,34. $ 1,000 47,12 $471,00( - $ - $18,408,000 $(14,919,00) $ 3,961,00
197,64 - - - - - 260,00( - 260,00(
- - - - - - 752,00( - 752,00(
12,95( - - - - - 23,00( (23,000 -
2,00( - (500) (5,000 - - 5,00( - -
50,00( - - - - - 150,00( - 150,00
364,18 - - - - - 563,00( - 563,00(
- - - - 120,82( 1,208,001 (379,000 - 829,00(
- - - - - - 421,00( - 421,00(
- - - - - - - (2,559,001 (2,559,001
9,606,12 1,00C 46,62 466,00 120,82( 1,208,000 20,203,000 (17,501,00) 4,377,00i
204,82¢ - - - - - 366,00( - 366,00(
334,83 - - - (47,839  (478,000) 478,00( - -
277,35¢ - - - - - 432,00( - 432,00(
- - - - 12,78( 128,00( (11,000 - 117,00(
8,33¢ - - - - - 6,00( - 6,00(
- - - - - - 198,00( - 198,00



dividend - - - - - - - (73,000 (73,000
Common stock paid fc
Series A andberies E

dividend 14,60¢ - - - - - 29,00( - 29,00(
Net Loss - - - - - - - (1,310,001 (1,310,001
Balance, December 3:

2010 10,466,09 $ 1,000 46,62. $466,00( 85,76¢ $ 858,00( $21,701,00 $(18,884,00) $ 4,142,001

The accompanying notes are an integral part oktfinancial statements
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REED'S, INC.
STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2010 and 2009

2010 2009
Cash flows from operating activities:
Net loss $ (1,310,000 $ (2,559,00i)
Adjustments to reconcile net loss to net cash usegerating activities:
Depreciation and amortization 616,00( 469,00(
Fair value of stock options issued to employees 198,00( 421,00(
Fair value of common stock issued for services 366,00( 236,00(
Impairment loss on assets - 641,00(
Increase (decrease) in allowance for doubtful astou 15,00( (7,000
Changes in assets and liabilities:
Accounts receivable (444,000) 38,00(
Inventory (1,671,000 (37,000
Prepaid expenses and inventory and other curreatsaas (117,000 (31,000
Accounts payable 1,632,001 (638,001)
Accrued expenses 35,00( 31,00(
Recycling fees payable (131,000) 119,00(
Net cash used in operating activities (811,000) (1,317,001
Cash flows from investing activities:
Purchase of property and equipment (383,000) (356,000)
Net cash used in investing activities (383,000 (356,000
Cash flows from financing activities:
Proceeds from issuance of common stock in shedfioff, net of offering costs 432,00( 563,00(
Proceeds from private sale of common stock - 150,00(
Proceeds from stock option exercise 6,00( -
Proceeds from the issuance of Series B preferoed shet of offering costs 117,00( 891,00(
Payments for deferred financing fees (30,000 (117,000
Proceeds received from long term financing oblaati - 3,056,00!
Principal repayments on long term financing obligat (42,000 (16,000
Principal repayments on capital lease obligation (32,000 (9,000
Principal repayments on long term debt - (1,763,001
Payoff of former line of credit - (1,354,001
Net borrowings on existing lines of credit 623,00( 1,415,001
Principal repayments on note payable (102,00() (66,000
Net cash provided by financing activities 972,00( 2,750,00!
Net (decrease) increase in cash (222,000) 1,077,001
Cash at beginning of year 1,306,00I 229,00(
Cash at end of year $ 1,084,000 $ 1,306,00I
Supplemental Disclosures of Cash Flow Information:
Cash paid during the year for:
Interest $ 561,000 $ 457,00(
Taxes $ - $ -
Non Cash Investing and Financing Activities
Series B preferred stock converted to common stock $ 478,00 $ 5,00(
Fair value of warrants granted as valuation distoun - % 752,00(
Common Stock issued in settlement of Series A areS B preferred stock dividend $ 29,00C $ 23,00(
Series B preferred stock dividend payable in comstonk $ 50,00( -
Property and equipment acquired through capitaidedbligation $ 64,000 $ 163,00(
Note payable issued for brand names - $ 229,00(
Note payable issued for inventory - % 10,00(
Common stock issued for deferred financing fees - % 24,00(
Deferred stock offering costs charged to paid piteh - % 62,00(

The accompanying notes are an integral part oktfinancial statements
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REED'’S, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

Operations and Summary of Significant Accounting Plicies
A) Nature of Operations

Reed’s, Inc. (the “Companytyas organized under the laws of the state of FhoindJanuary 1991. In 2001, the Company changethits
from Original Beverage Corporation to Regdinc. and changed its state of incorporation fielorida to Delaware. The Company
engaged primarily in the business of developingpu@cturing and marketing natural natvoholic beverages, as well as candies ar
creams. The Company currently offers six Reedinger Brew flavors (Extra, Original, Premium,e@ly Ginger, Raspberry Ginger ¢
Spiced Apple Ginger); Reed’s Energy Elixir; fiveryfii’ s beverages (Root Beer, Cream Soda, Orange Creda) Black Cherry Crea
Soda, and Real Cola); four zero calorie VigiVersions; two China Cola beverages (regular &edryg); two Sonoma Sparkler sparkl
juices; three kinds of ginger candies (crystatlizgnger, ginger chews and peanut butter gingewslieand three flavors of ginger
cream (Original, Green Tea, and Chocolate). In02thie Company introduced its nausea relief produnct reformulated its Virgi§ die
products into its new ZERO line with stevia natusaketener.

The Company sells its products primarily in upsgdermet and natural food stores and supermarkenstin the United States and,
lesser degree, in Europe and Canada.

B) Cash and Cash Equivalents
Cash and cash equivalents include unrestrictedsitspnd short-term investments with an originaturity of three months or less.
C) Use of Estimates

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estim
and assumptions that affect the reported amourdass#ts and liabilities and disclosures of contihgassets and liabilities at the date of
financial statements and the reported amountswaiges and expenses during the reporting periothalcesults could differ from tho
estimates. Those estimates and assumptions inelstifeates for reserves of uncollectible accountgntory obsolescence, analysit
impairments of recorded intangibles, accruals fiteptial liabilities and assumptions made in vajustock instruments issued for services.

D) Accounts Receivabl

The Company evaluates the collectability of itsdéraaccounts receivable based on a number of fadirsircumstances where -
Company becomes aware of a specific custagriagbility to meet its financial obligations teet@ompany, a specific reserve for bad ¢

is estimated and recorded, which reduces the rémegjreceivable to the estimated amount the Comipatigves will ultimately b
collected. In addition to specific customer identfion of potential bad debts, bad debt chargesracorded based on the Company’
historical losses and an overall assessment ofdp@strade accounts receivable outstanding.

The allowance for doubtful accounts and returns diedounts is established through a provision éums and discounts charged agi
sales. Receivables are charged off against thevatioe when payments are received or products exturfihe allowance for doubt
accounts and returns and discounts as of Decenthe2(@ 0 was approximately $105,000 and Decembe2BQ9 was approximate
$90,000.

E) Property and Equipment and Related Depreciati

Property and equipment is stated at cost. Depienid calculated using accelerated and strdigktmethods over the estimated us
lives of the assets as follows:

Property and Equipment Type Years of Depreciation
Building 39 year:
Machinery and equipment 5-12 year:
Vehicles 5 year:
Office equipment 5-7 year:
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Management regularly reviews property, equipmert atiner longlived assets for possible impairment. This reviexguwss quarterly,
more frequently if events or changes in circumstarindicate the carrying amount of the asset map@oecoverable. If there is indicat
of impairment, management prepares an estimatatofef cash flows (undiscounted and without inteclstrges) expected to result fr
the use of the asset and its eventual dispositicdhese cash flows are less than the carrying amotithe asset, an impairment los
recognized to write down the asset to its estiméa@dvalue. The Company recognized an impairmdr#®and $641,000 for the ye
ended December 31, 2010 and 2009 (see note 6).

Management believes that the accounting estiméageceto impairment of its property and equipmenai“critical accounting estimate”
because: (1) it is highly susceptible to changefperiod to period because it requires managemezgtimate fair value, which is basec
assumptions about cash flows and discount rates{2rthe impact that recognizing an impairment ldduave on the assets reportec
our balance sheet, as well as net income, couldnaterial. Managemerst’ assumptions about cash flows and discount ra&tgsire
significant judgment because actual revenues apdrses have fluctuated in the past and are expertaghtinue to do so.

F) Intangible Assets and Impairment Polic

The Company records intangible assets in accordaitbeFinancial Accounting Standard Guidance. tgiale assets consist mostly
brand names and are deemed to have indefinite tieéssubject to annual amortization. The Companyeres, at least quarterly,
investment in brand names and other intangibleta$se impairment and if impairment is deemed towehaccurred the impairment
charged to expense. Intangible assets which haite fives are amortized on a straight line basisraheir remaining useful life; they i
also subject to annual impairment reviews.

Management regularly reviews intangible assetspfigsible impairment. This review occurs quartedy,more frequently if events
changes in circumstances indicate the carrying atofuthe asset may not be recoverable. If themedigation of impairment, managem
prepares an estimate of future cash flows (undisemliand without interest charges) expected toltrésum the use of the asset anc
eventual disposition. If these cash flows are thas the carrying amount of the asset, an impaitroas is recognized to write down
asset to its estimated fair value. No impairmergsandentified for the years ended December 310261 2009.

Management believes that the accounting estimégeteto impairment of its intangible assets, fsritical accounting estimatejecause
(2) it is highly susceptible to change from perimdperiod because it requires management to edifisét value, which is based
assumptions about cash flows and discount rates{2rthe impact that recognizing an impairment ldduave on the assets reportec
our balance sheet, as well as net income, couldnaterial. Managemerst’ assumptions about cash flows and discount ra&tgsire
significant judgment because actual revenues apéreses have fluctuated in the past and are expémtedntinue to do so. Based
Management’s assessment, there are no indicatirgpairment at December 31, 2010 or 2009.

G) Concentrations

The Companys cash balances on deposit with banks are guachieehe Federal Deposit Insurance Corporation au$a50,000
December 31, 2010. The Company may be exposedkdai the amounts of funds held in bank accoumtsxicess of the insurance lir
In assessing the risk, the Companpbolicy is to maintain cash balances with highlitpudinancial institutions. The Company had ¢
balances in excess of the guarantee during the yealed December 31, 2010 and 20009.

During the year ended December 31, 2010, the Coynpad three customers who accounted for approxign@8%6 and 11% and 10%
its sales, respectively; and during the year eridedember 31, 2009 had two customers who accounired1% and 15% of its sal
respectively. No other customer accounted for nisa@ 10% of sales in either year. As of Decembe2810 the Company had accot
receivable due from three customers who comprisk2D $00 (14%), $197,000 (14%), and $159,000 (1l#gpectively, of its tot
accounts receivable; and as of December 31, 2@2dmpany had accounts receivable due from twamests who comprised $134,(
(14%) and $147,000 (15%), respectively, of itsltataounts receivable.

The Company currently relies on a single contracker for a majority of its production and bottlinfbeverage products. The Comp
has different packers available for their produttid products. Although there are other packerstaedCompany has outfitted their o
brewery and bottling plant, a change in packers caase a delay in the production process, whicldadtimately affect operating resul

H) Fair Value of Financial Instruments

The Company uses various inputs in determiningdhrevalue of its investments and measures theseta®n a recurring basis. Finan
assets recorded at fair value in the balance sheetsategorized by the level of objectivity asatad with the inputs used to measure
fair value. Authoritative guidance provided by tRASB defines the following levels directly relatéd the amount of subjectivi
associated with the inputs to fair valuation ofsthéinancial assets:
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Level 1 — Quoted prices in active markets for idaitassets or liabilities.
Level 2 — Inputs, other than the quoted pricescitiva markets, that are observable either diremtlyndirectly.
Level 3 — Unobservable inputs based on the Compasgsumptions.

The Company has no such assets or liabilities decbto be valued on the basis above at Decemb@030,and 2009.
1) Cost of sales

The Company classifies shipping and handling cgmischasing and receiving costs, inspection caegésehousing costs, freight co
internal transfer costs and other costs associaitbdproduct distribution as costs of sales. Certafi these costs become a compone
the inventory cost and are expensed to costs e$ sehen the product to which the cost has beenaéild is sold. Expenses not relate
the production of our products are classified asrajing expenses.

J) Income Taxes

Current income tax expense is the amount of inctares expected to be payable for the current yeateferred income tax asset
liability is established for the expected futuresequences of temporary differences in the finhmeorting and tax bases of assets
liabilities. The Company considers future taxalbleoime and ongoing, prudent and feasible tax plansirategies, in assessing the valt
its deferred tax assets. If the Company determtinasit is more likely than not that these assatsnet be realized, the Company v
reduce the value of these assets to their expeetdizable value, thereby decreasing net incomeluating the value of these asse
necessarily based on the Companydgment. If the Company subsequently determihatithe deferred tax assets, which had been n
down, would be realized in the future, the valughaf deferred tax assets would be increased, thénebeasing net income in the pet
when that determination was made.

K) Revenue Recognitio

Revenue is recognized on the sale of a product wiemproduct is shipped, which is when the riskosk transfers to our customers,
collection of the receivable is reasonably assufeghroduct is not shipped without an order from thestomer and credit accepta
procedures performed. The allowance for returrregsilarly reviewed and adjusted by management basgédustorical trends of return
items. Amounts paid by customers for shipping asddting costs are included in sales.
The Company accounts for certain sales incentinejding slotting fees, as a reduction of grodesarhese sales incentives for the y
ended December 31, 2010 and 2009 approximated B3Band $847,000, respectively.

L) Net Loss Per Shar

Basic earnings (loss) per share is computed bylidigithe net income (loss) applicable to Commorci8tolders by the weighted aver:
number of shares of Common Stock outstanding dufiagyear. Diluted earnings (loss) per share isprded by dividing the net incor
(loss) applicable to Common Stockholders by theghteid average number of common shares outstandlisgthee number of additior
common shares that would have been outstandirlgdflative potential common shares had been issusihg the treasury stock meth
Potential common shares are excluded from the ctatipo as their effect is antidilutive.

For the years ended December 31, 2010 and 200&tbealations of basic and diluted loss per shaeeltse same because potential dilt
securities would have an anti-dilutive effect. Tfogentially dilutive securities consisted of thidwing as of:

December 31,

2010 2009
Warrants 2,009,02 1,991,69!
Series A Preferred Stock 186,48 186,48«
Series B Preferred Stock 600,36: 845,74(
Options 840,00( 690,00(
Total 3,635,87. 3,713,91.
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M)  Advertising Costt

Advertising costs are expensed as incurred anthelded in selling expense in the amount of $10Q,8nd $291,000, for the years er
December 31, 2010 and 2009, respectively.

N) Stock Compensation Expent:

The Company periodically issues stock options ardrants to employees and non-employees in gapital raising transactions
services and for financing costs. The Company ausofor stock option and warrant grants issued asting to employees based
Financial Accounting Standards Board (FASB) ASCitofi8, “Compensation — Stock Compensatiamtigreas the award is measure
its fair value at the date of grant and is amodizaably over the vesting period. The Company aetofor stock option and warrant gre
issued and vesting to n@mployees in accordance with ASC Topic 718 whetkassalue of the stock compensation is based upe
measurement date as determined at either (a) tieeadavhich a performance commitment is reachedpprat the date at which 1
necessary performance to earn the equity instrusrgmcomplete.

0) Recent Accounting Pronouncemen

In April 2010, the FASB issued new accounting guoim& in applying the milestone method of revenuengaition to research

development arrangements. Under this guidance neamagt may recognize revenue contingent upon thievsahent of a milestone in
entirety, in the period in which the milestone ¢hi@ved, only if the milestone meets all the crétewrithin the guidance to be conside
substantive. This standard is effective on a prospebasis for research and development milestankived in fiscal years, beginning
or after June 15, 2010. Early adoption is permjttexivever, adoption of this guidance as of a d#terathan January 1, 2011 will reqt
the Company to apply this guidance retrospectiedigctive as of January 1, 2010 and will requirscltisure of the effect of this guidal
as applied to all previously reported interim pdsidn the fiscal year of adoption. As the Compaigngto implement this stand:
prospectively, the effect of this guidance will Ibaited to future transactions. The Company doesexpect adoption of this standarc
have a material impact on its financial positiorresults of operations as it has no material rebeand development arrangements w
will be accounted for under the milestone method.

In January 2010, the FASB issued new accountindamge which requires new disclosures regardingsteas in and out of Level 1 a
Level 2 fair value measurements, as well as reggiipresentation on a gross basis of informatioruaparchases, sales, issuances
settlements in Level 3 fair value measurements.gith@ance also clarifies existing disclosures rdiay level of disaggregation, inputs i
valuation techniques. The new guidance is effectfee interim and annual reporting periods beginniaffer December 1
2009. Disclosures about purchases, sales, isssi@mtesettiements in the roll forward of activitylievel 3 fair value measurements
effective for fiscal years beginning after Decembgr 2010. As this guidance requires only add#lodisclosure, there should be
impact on the financial statements of the Compagnuadoption.

In October 2009, a new accounting consensus waedsfr multipledeliverable revenue arrangements. This consensaadarexistin
revenue recognition accounting standards. Thisawns provides accounting principles and applinagioidance on whether multi|
deliverables exist, how the arrangement shouldelparsited and the consideration allocated. Thisagaie eliminates the requiremen
establish the fair value of undelivered productsl aervices and instead provides for separate revewoognition based up
managemen$’ estimate of the selling price for an undeliveitetn when there is no other means to determinefaitevalue of the
undelivered item. Previously the existing accountionsensus required that the fair value of theelimeted item be the price of the it
either sold in a separate transaction betweenateckthird parties or the price charged for easm itvhen the item is sold separately by
vendor. Under the existing accounting consensutheiffair value of all of the elements in the agament was not determinable, t
revenue was deferred until all of the items werkvdeed or fair value was determined. This new apph is effective prospectively
revenue arrangements entered into or materiallyifieddn fiscal years beginning on or after June 2810. The Company is in the proc
of evaluating whether the adoption of this standgitbhave a material effect on its financial pdait, results of operations or cash flows.

Other recent accounting pronouncements issued dy¥ASB (including its Emerging Issues Task Forted, AICPA, and the Securiti

Exchange Commission (the "SEC") did not or arebatieved by management to have a material impath®€ompany's present or fut
financial statements.
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(2) Inventory
Inventory is valued at the lower of cost (firstinst-out) or market, and is comprised of thedaling as of:

December 31, December 31,

2010 2009
Raw Materials and Packaging $ 2,328,000 $ 1,337,001
Finished Goods 2,227,00! 1,547,001
$ 4,555,000 $ 2,884,00!

(3) Fixed Assets
Fixed assets are comprised of the following as of:

December 31, December 31,

2010 2009

Land $ 1,108,001 $ 1,108,00!
Building 1,551,00! 1,393,00!
Vehicles 320,00( 320,00(
Machinery and equipment 1,454,001 1,169,001
Office equipment 395,00( 392,00(
4,828,001 4,382,001

Accumulated depreciation (1,178,001 (727,000
$ 3,650,000 $ 3,655,00!

During 2009, an impairment charge in the amour$@&£1,000 was recorded in connection with a saleleask-back of the Company’
buildings and equipment (See Note 6), as it wasrdehed that the carrying value of the buildingd anewery equipment was greater t
the fair market value of those assets on the ddteedransaction.

Depreciation expense for the years ended Decemb&03d0 and 2009 was $452,000 and $356,000, resplgct

Machinery and equipment at December 31, 2010 ar@® 20cludes equipment held under capital lease$2¥7,000 and 163,0(
respectively. Accumulated depreciation on equipnexit! under leases was $53,000 and $13,000 as aéniieer 31, 2010 and 20
respectively.

(4) Intangible Assets
Brand Names
Brand names consist of three trademarks for natesakrages, two of which the Company acquired evipus years and one br:
acquired in 2009. As long as the Company continieesenew its trademarks, these intangible asselishaive an indefinite life
Accordingly, they are not subject to amortizatidine Company determines fair value for brand nanyesebiewing the net sales of

associated beverage and applying industry multifdesvhich similar beverages are sold. The carryamgounts for brand names w
$1,029,000 as of December 31, 2010 and 2009.
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Deferred Financing Fees
Deferred financing are comprised of the followirsyod:

December 31, December 31,

2010 2009
Loan fees relating to financing $ 55,00( $ 141,00(
Accumulated amortization (8,000 (10,000
$ 47,000 $ 131,00(

Amortization expense for the years ended Decembe2@L0 and 2009 was approximately $115,000 angdD®8espectively.

Amortization of deferred financing fees is as falkofor the years ending December 31:

Year Amount

2011 $ 32,00(
2012 5,00(C
2013 5,00(¢
2014 5,00(¢
2015 -
Total $ 47,00(

Line of Credit

On November 18, 2009, the Company executed a rewvditve commitment with GemCap Lending |, LLC tglace its existing line
credit. The senior revolver facility is for $3,0000, based on 80% of eligible accounts receivabl® 50% of eligible inventory, with
maximum inventory advance of $1,500,000. Inteaestues and is paid monthly on outstanding loameuthe credit facility at a rate
18% per annum. The agreement has been extendmehthiNovember 2011. At December 31, 2010, the aggdeeamount outstandi
under the line of credit was $2,038,000 and the @y had approximately $52,000 of availability bistine of credit. At December 3.
2009, the aggregate amount outstanding under tiee df credit was $1,415,000 and the Company hadoappately $221,000
availability on this line of credit. The loan isaured by all of the business assets of the Compadyis personally guaranteed by
principal shareholder and chief executive officer.

Long Term Financing Obligation

December 31,

2010 2009
Financing obligation $ 3,000,001 $ 3,040,00!
Valuation discount (677,000 (726,000
2,323,001 2,314,001
Less current portion (55,000 (40,000
Long term financing obligation $ 2,268,000 $ 2,274,00!

On June 15, 2009, the Company closed escrow ordleeof its two buildings and its brewery equipmand concurrently entered int
long-term lease agreement for the same property angmguit. In connection with the lease the Companyti@®ption to repurchase
buildings and brewery equipment from 12 monthsrafte commencement date to the end of the leasedethe greater of the fair mar
value or an agreed upon amount. Since the leasinera buyback provision and other related tetims,Company determined it f
continuing involvement that did not warrant theagaition of a sale; therefore, the transaction besn accounted for as a lotegnr
financing. The proceeds from the sale, net ofsaation costs, have been recorded as a financiingatbn in the amount of $3,056,0!
Monthly payments under the financing agreementrezerded as interest expense and a reduction ifindwecing obligation at an implic
rate of 9.9%. The financing obligation is personagluaranteed up to a limit of $150,000 by the ppatshareholder and Chief Execu
Officer, Christopher J. Reed.
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In connection with the financing obligation, ther@uany issued an aggregate of 400,000 warrantsrehase its common stock at $1
per share for five years. The 400,000 warrants wateed at $752,000 and reflected as a debt discosing the Black Scholes opt
pricing model. The following assumptions were @éll in valuing the 400,000 warrants: strike pri€&$®.10 to $2.25; term of 5 yes
volatility of 91.36% to 110.9%; expected dividen@k; and discount rate of 2.15% to 2.20%. The 40D Warrants were recorded
valuation discount and are being amortized oveyeldss, the term of the purchase option. Amoriiratf valuation discount was $51,(
and $25,000, respectively, during the years endszkBber 31, 2010 and 2009.

The aggregate amount due under the financing dhiiyaat December 31, 2010 and 2009 was $3,000,00d $3,040,00!
respectively. Aggregate future obligations underfinancing obligation are as follows:

Year

2011 $ 55,00(

2012 71,00(

2013 90,00(

2014 111,00(

2015 134,00(

Thereafter 2,539,00!

Total $ 3,000,00!

Long Term Debt
December 31, December 31,
2010 2009

Note payable $ 71,000 $ 173,00(
Less current portion (71,000 (102,000
Long term debt $ -9 71,00(

On October 19, 2009, the Company executed an Asehase Agreement with Sonoma Cider Mill, Inc.a¢guire the Sonoma Sparl
brand. The aggregate purchase price under theeAgmet was $252,000 which was allocated by the Compaits brand name. Initi
payments of $45,000 were made prior to the Agreémued the balance of $207,000 is payable in imataiits of $9,000 over 23 remain
months through August 2011. The Company recordedt@ payable in the amount of $239,000, at aniaiphte of 5%, in connectic
with this agreement

Obligations Under Capital Leases
The Company leases equipment for its brewery op@mtwith an aggregate value of $227,000 under ngr-cancelable capit
leases. Most of the leases are personally guadriig the Companyg’ chief executive officer. Monthly payments rarfgem $341 t
$1,545 per month, including interest, at interests ranging from 6.51% to 17.32% per annum. AteDdser 31, 2010, monthly payme
under these leases aggregated $5,570. The legses a&xvarious dates through 2015.

Future minimum lease payments under capital leaseas follows:

Years Ending December 31,

2011 $ 67,00(
2012 67,00(
2013 67,00(
2014 46,00(
2015 3,00(
Total payments 250,00
Less: Amount representing interest 65,00(
Present value of net minimum lease paymer 185,00
Less: Current portion 39,00(
Non-current portion $ 146,00(
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Stockholders’ Equity
Preferred Stock

Series A
Series A Preferred stock consists of 500,000 shew#®orized to Series A, $10.00 par value, 5% cumdulative, participating, preferr
stock. As of December 31, 2010 and 2009 there W@/@21shares outstanding, with a liquidation pexfee of $10.00.

These preferred shares have a 5% pro-rata annnatumulative dividend. The dividend can be paid isfhcar, in the sole and absol
discretion of our board of directors, in shares@ihmon stock based on its then fair market value.cdhnot declare or pay any divid
on shares of our securities ranking junior to thefgrred stock until the holders of our preferraatk have received the full naumulative
dividend to which they are entitled. In additione tholders of our preferred stock are entitledetteive pro rata distributions of divide!
on an “as convertediasis with the holders of our common stock. Dutimgyear ended December 31, 2010 the Company acandepai
a $23,000 dividend payable to the preferred shddehrgy which management elected to pay througtistheance of 11,211 shares o
common stock; and during the year ended Decemhe2@®I9 the Company accrued and paid a $23,000atidighayable to the prefen
shareholders, which management elected to paydhrthe issuance of 12,950 shares of its commolik.stoc

In the event of any liquidation, dissolution or wing up of the Company, or if there is a changeasitrol event, then, subject to the rig
of the holders of our more senior securities, if,ghe holders of our Series A preferred stockeartitled to receive, prior to the holder:
any of our junior securities, $10.00 per share plusccrued and unpaid dividends. Thereaftenemiaining assets shall be distributed
rata among all of our security holders. Since J8®e2008, we have the right, but not the obligatim redeem all or any portion of
Series A preferred stock by paying the holdersetbiethe sum of the original purchase price pereshahich was $10.00, plus all accr
and unpaid dividends.

The Series A preferred stock may be convertedhatption of the holder, at any time after issuasceé prior to the date such stoc
redeemed, into four shares of common stock, sulte@djustment in the event of stock splits, regestock splits, stock dividen
recapitalization, reclassification and similar saations. We are obligated to reserve out of othiaized but unissued shares of com
stock a sufficient number of such shares to etteetconversion of all outstanding shares of Sekigseferred stock. During the year en
December 31, 2010, no shares of preferred stock e@nverted into shares of common stock. Durirgytar ended December 31, 2(
500 shares of preferred stock were converted ifitd@®shares of common stock.

Except as provided by law, the holders of our SeAepreferred stock do not have the right to vateaoy matters, including, withc
limitation, the election of directors. However, Isog as any shares of Series A preferred stocloatganding, we shall not, without fi
obtaining the approval of at least a majority & tiolders of the Series A preferred stock, autkooizissue any equity security havir
preference over the Series A preferred stock wagpect to dividends, liquidation, redemption oringt including any other secur
convertible into or exercisable for any equity s@gwther than any senior preferred stock.

Series B

On April 23, 2009, the board of directors of then@pany approved a new class of Preferred Stockhptirpose of selling the Prefer
stock in the Corporatior’rights offering. The Preferred Stock is desigdats Series B Convertible Preferred Stock, witiumber o
shares authorized being shared with the Seriesefeped stock. In the aggregate, both classesedéped stock may not exceed 500,
shares.

On November 13, 2009, the Company issued trandéemaphts to all common shareholders of recordar8holders received ¢
transferable right for each share held on the rbcate. Each transferable right entitled the itareto purchase one share of Serie
preferred stock at the par value of $10.00 peresh&ach share of Series B Preferred carries gofveent (5%) annual dividend for a t
of three (3) years, and is convertible into shafesommon stock at a conversion ratio of seversfires of common stock, or a conver
price of $1.43. The shares carry a mandatory exsion feature when the Compasygommon stock exceeds a closing price of $2.7
five (5) consecutive trading days.

During December 2009, investors purchased 120,Bafes of Series B Preferred resulting in an aggeegfa$1,208,000 in gross proce
to the Company. The Company paid commissions ofdf8Band an expense allowance of $10,000 to treepiant agent for the Serie
offering and issued warrants to the placement tohase up to 33,796 shares of common stock witbxancise price of $1.43 per shi
The Company received proceeds after commissionstten@xpense allowance of approximately $1,110j60the aggregate, of whi
approximately $829,000 was received net of offeitogts. On February 5, 2010, the Company completsthndby offering of 12,7,
shares of its Series B Convertible Preferred Saick10.00 per share, for gross proceeds of $127,B06onnection with the offering, t
Company also issued warrants to purchase 3,57&slsicommon stock at $1.79 per share for five syedhe Company paid legal ¢
broker fees of approximately $11,000 in connectidth the offering, resulting in net proceeds to @empany of $117,000.
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These preferred shares have a 5% pro-rata annnadumulative dividend payable quarterly for a peraddhree years. The dividend «
be paid in cash or, in the sole and absolute discr®f our board of directors, in shares of comnstock based on its then fair mai
value. We cannot declare or pay any dividend omeshaf our securities ranking junior to the prefdristock until the holders of ¢
preferred stock have received the full mmulative dividend to which they are entitled. IDgrthe year ended December 31, 2
$50,000 in dividends were accrued and $6,000 afldivds were paid by the issuance of 3,394 sharesromon stock, as shares of Se
B Preferred were converted into shares of commaeksDuring the year ended December 31, 2009, videtids were accrued or paid.

In the event of any liquidation, dissolution or wing up of the Company, or if there is a changeaitrol event, then, subject to the ri
of the holders of our more senior securities, if,ahe holders of our Series B preferred stockeatitled to receive, prior to the holder:
any of our junior securities, $10.00 per share plusiccrued and unpaid dividends. Thereaftenemiaining assets shall be distributed
rata among all of our security holders.

The Series B preferred stock may be convertecheabption of the holder, at any time after issuasee prior to the date such stoc
redeemed, into seven shares of common stock, sulgjedjustment in the event of stock splits, reeestock splits, stock dividen
recapitalization, reclassification and similar saations. We are obligated to reserve out of othiaized but unissued shares of com
stock a sufficient number of such shares to etfeetconversion of all outstanding shares of Saipseferred stock. During the year en
December 31, 2010, 47,834 shares of preferred swmle converted into 334,838 shares of common stbeking the year end
December 31, 2009, no shares of preferred stock e@mverted into shares of common stock.

Except as provided by law, the holders of our SeBepreferred stock do not have the right to vateaay matters, including, withc
limitation, the election of directors. However, Isog as any shares of Series B preferred stockatstanding, we shall not, without fi
obtaining the approval of at least a majority af tiolders of the Series B preferred stock, authavizissue any equity security havir
preference over the Series B preferred stock wepect to dividends, liquidation, redemption oringt including any other secur
convertible into or exercisable for any equity sé@guwther than any senior preferred stock.

Common Stock

Common stock consists of $.0001 par value, 19,8W0shares authorized, 10,446,090 shares issuedwathnding as of December
2010 and 9,606,127 shares issued and outstandifgecember 31, 2009.

On October 8, 2009, the Company sold an aggred&8649189 units (“Units”) consisting of one shafeoar common stock (“Sharegnc
warrants to purchase shares of our common stoclaif&its”)at a price of $1.80 per Unit resulting in grossgeeds of $656,000 to 1
Company pursuant to a public shelf registratioForm S3. The Warrants consist of (i) Series A Warrafdsthe purchase of a numl
of shares of common stock equal to 40% of a pusfeaShares, which have an initial exercise price2o2% per share and are exercis
for a period of five years commencing 183 days ftmdate of issuance, (ii) Series B Warrantsterpurchase of a number of share
common stock equal to 50% of a purchas@&hares, which have an exercise price equal 80%ind are exercisable for 60 trading «
commencing immediately, and (iii) Series C Warrafbs the purchase of a number of a shares of caomstock equal to 20% of
purchases Shares, which have an exercise price of $2.25amadexercisable for five years commencing 183 days the date «
issuance. The Series B Warrants and Series C Warvgere only issued to purchasers who purchaset b an aggregate purch
price of at least $125,000. The Company paid @npfacement agent fee of $52,000. The Companywedgiroceeds from the shelf-
registration, after deducting placement agent fausb offering expenses, of approximately $563,000tha closing, the Company issi
364,189 shares of common stock, Series A Warrangitchase 145,676 shares of common stock, Seri@aiBants to purchase 69,¢
shares of common stock, and Series C Warrantsrtdhase 27,778 shares of common stock.

During 2009, the Company also sold 50,000 sharesmimon stock for $3.00 per share or $150,000.

During the year ended December 31, 2009, the Coymissued 181,147 shares of common stock in exchésrgeonsulting and leg
services. The value of the stock was based orltdsing price of the stock on the issuance or afjtgmn date. The total value of shi
issued for services was $236,000. The Compamyedsd3,500 shares of common stock valued at $24@0thancial fees related to t
capital leases entered into during the 2009 figear. The value of these shares has been recasdddferred financing fees and is b
amortized over the term of the capital leases ijs¢e 4).

On December 22, 2009, the Company granted 38, 7a@siof common stock valued at $51,000, based tifostock price on the date

grant, to its employees as bonuses. The sharesnmion stock were issued subsequent to gedrand have been included in accc
payable as of December 31, 2009.
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On February 18, 2010, the Company sold an aggrej&7,359 shares of common stock at a price of@per share for gross proce
of $472,000. Investors were also issued warramigurchase 83,208 shares of common stock, in ctionewith the transaction. T
warrants are exercisable at a price of $2.10 paresfor a period of five years commencing nine msrftom the closing date of 1
offering. In connection with the sale, the Compaayd direct costs of approximately $40,000. ThemPany received proceeds, a
deducting offering expenses, of approximately $43Q,

During the year ended December 31, 2010, the Coyiganed 86,824 shares of common stock for serveredered at prices ranging fr
$1.35 to $2.30 per share with a value of $163,08® H18,004 shares of common stock to employeeshasas at stock prices rang
from $1.32 to $2.12 per share with a value of $2083, including $51,000 accrued as of December 3292

(10) Stock Options and Warrants
A) Stock Options

In 2001, the Company adopted the Original Bevefaggoration 2001 Stock Option Plan and in 2007Gbenpany adopted the Resdhc
2007 Stock Option Plan (the “PlansThe options under both plans shall be granted fiiame to time by the Compensation Commit
Individuals eligible to receive options include doyees of the Company, consultants to the Companydiectors of the Company. 1
options shall have a fixed price, which will not less than 100% of the fair market value per sbar¢éhe grant date. The total numbe
options authorized is 500,000 and 1,500,000, reiyedye for the Original Beverage Corporation 200tb¢k Option Plan and the Resdhc
2007 Stock Option Plan.

During the years ended December 31, 2010 and 28@9Company issued 245,000 and 120,000 optionpecésely, to purchase t
Company's common stock at a weighted average pfi$2.03 and $1.18, respectively, to employees utidePlans. The aggregate vi
of the options vesting, net of forfeitures, durthg years ended December 31, 2010 and 2009 wasO®DO&nd $421,000, respectively,
has been reflected as compensation cost. As ofrbleme31, 2010, the aggregate value of unvestedrpivas $299,000, which will
amortized as compensation cost as the options »est,3 years. On March 6, 2009, the Company regri£20,000 employee options tc
exercise price of $0.75. Such options had prelodosen issued at exercise prices between $1.98hze and $8.50 per share. The
increase in stock compensation expense, as a Ksthie repricing, was $81,000; of which $17,00@ &44,000 was recognized in
years ended December 31, 2010 and 2009, respgctiVakre were 8,333 stock options exercised atca jpf $0.75 per share resulting
proceeds to the Company of $6,000 during the yeded December 31, 2010.

The weightedaverage grant date fair value of options grantathdui2010 and 2009 was $0.86 and $1.18, respegtivighe fair value ¢
each option award is estimated on the date of graing the BlaclkScholes option pricing model that uses the asseompthoted in tF
following table. For purposes of determining tixpected life of the option, the full contract liéé the option is used. The rigkee rate fc
periods within the contractual life of the optiaadased on the U. S. Treasury yield in effechattime of the grant.

Year ended December 31,

2010 2009
Expected volatility 44%- 78% 89%- 97%
Weighted average volatility 63% 91%
Expected dividends — —
Expected average term (in years) 3.0 2.82
Risk free rate - average 1.74% 1.72%
Forfeiture rate 0% 0%

A summary of option activity as of December 31, 2@hd changes during the two years then ende@éepted below:

Weighted-Average

Remaining Aggregate
Weighted-Average Contractual Intrinsic
Shares Exercise Price Terms (Years) Value

Outstanding at December 31, 2008 702,500 $3.55
Granted 120,000 $1.18
Exercised — —

Forfeited or expired (132,500) $2.38
Outstanding at December 31, 2009 690,000 $1.74

Granted 245,000 $2.03



Exercised

Forfeited or expired

Outstanding at December 31, 2010
Exercisable at December 31, 2010

(8,333)
(86,667)

840,000

455,000
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$0.75
$2.62

$1.74
$1.79

3.4
2.8

$571,000
$436,000




The aggregate intrinsic value was calculated adifierence between the market price and the eserprice of the Comparg/stock
which was $2.01 as of December 31, 2010.

A summary of the status of the Company’s nonvestetdes granted under the Compamstock option plan as of December 31, 201(
changes during the year then ended is presented/bel

Weighted-
Average

Grant Date

Shares Fair Value
Nonvested at December 31, 2( 295,00 $0.74
Granted 245,00 $0.86
Vested (125,00C $1.12
Forfeited (30,00c $0.42
Nonvested at December 31, 2( ______ 38500 $0.77

Additional information regarding options outstarglas of December 31, 2010 is as follows:

Options Exercisable at December 31,

Options Outstanding at December 31, 2010 2010
Weighted
Average
Remaining Weighted Weighted
Range of Exercis: Number of Share: Contractual Life Average Exercise Number of Share: Average Exercise
Price Outstanding (years) Price Exercisable Price
$0.01 - $1.99 525,00( 3.11 $0.9: 375,00( $0.8¢
$2.00 - $4.99 265,00( 4.31 $2.2¢ 30,00( $4.0(
$5.00 - $6.99 - - - - -
$7.00 - $8.50 50,00( 1.4z $7.5¢ 50,00( $7.5¢
840,00( 455,00(

B) Warrants

During the year ended December 31, 2008, 200,000ama were granted in connection with a distributegreement between
Company and a company which is owned by two brstbéiChristopher Reed, President of the Comparhe Warrants are issuable ¢
upon the attainment of certain international pracizdes goals. The warrants will be valued andraeesponding expense will be recor
upon the attainment of the sales goals identifiéewthe warrants were granted. In April 2009, 208,000 warrants were priced tc
$1.35 from a weighted average price of $2.77. &these are performanbased warrants and no performance criteria have et as c
December 31, 2010, no expense was recognized methecing of these warrants.

In October 2009, the Company granted an aggregie829 warrants at a price of $2.25 in connectidth w&n equity placement of
common stock (see Note 9). 69,445 of the warraxpsred unexercised on January 4, 2010. The réntpitv3,454 options expire in fi
years. The aggregate value of the warrants wasappately $217,000, using the Black Scholes opfioicing model. The followin
assumptions were utilized in valuing the 173,454ravas: strike price of $2.25; term of 5 years;atility of 90.20%; expected divider
0%; and discount rate of 2.16%. The value of tlaerants has not been reflected in the Compafigancial statements as it is a rec
between paid in capital accounts.

In December 2009, the Company granted 33,796 wari@n$l1.79 per share to a deatenager in connection with the placement ¢
Series B preferred stock (see Note 9). The wasraete valued at $25,000, using the Black Schghi®m pricing model. The followir
assumptions were utilized in valuing the 33,796rauats: strike price of $1.79; term of 5 years; tititg of 71.74%; expected dividen
0%; and discount rate of 2.62%. The value of tl@rants has not been reflected in the Compafigancial statements as it is a rec
between paid in capital accounts.
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On February 9, 2010, the Company granted warrangsitchase 3,575 shares of common stock to a dewleager in connection with 1
placement of its Series B Convertible Preferredclstorhe warrants are exercisable for five yearsratexercise price of $1.79.
February 22, 2010, the Company granted warrangitohase 83,208 shares of common stock to investoospurchased 277,359 shz
of its common stock. The warrants are exercistsléve years at an exercise price of $2.10.

The following table summarizes warrant activity fbe two years ended December 31, 2010:

Weighted-
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Price  Terms (Years) Value

Outstanding at December 31, 200 1,868,23i $5.41
Granted 676,69" $1.56
Exercised - -
Forfeited or expired (553,241 $2.81
Outstanding at December 31, 200 1,991,69! $4.70
Granted 86,78 $2.09
Exercised - -
Forfeited or expired (69,445 $1.80
Outstanding at December 31, 201 2,009,02 $4.68 2.3 $464,000
Exercisable at December 31, 201( 1,809,02! $5.05 2.3 $332,000

The aggregate intrinsic value was calculated, d@emfember 31, 2010, as the difference between #Hrkanprice and the exercise pric
the Company’s stock, which was $2.01 as of Decer@be2010.

The fair value of each warrant is estimated ondate of grant using the Blac&eholes option pricing model that uses the assuomg
noted in the following table. Expected volatility based on the historical volatility of the CompaRgr purposes of determining
expected life of the warrant, the full contraceliéf the warrant is used. The rike rate for periods within the contractual lifetbe
warrants is based on the U. S. Treasury yieldfeeceft the time of the grant.

Year ended December 31,

2010 2009
Expected volatility 61% - 70% 72% - 111%
Weighted average volatility 70% 100%
Expected dividends - -
Expected term (in years) 5 5
Risk free rate 2.4% 2.18%

The weighted-average grant date fair value of wasrgranted during 2010 and 2009 was $0.98 and $&spectively.

The following table summarizes the outstanding am@ts to purchase Common Stock at December 31, 2010:

Number Exercise Price Expiration Dates
400,00( $1.20 May 2014
200,00( $1.35 May 2013

33,79¢ $1.79 December 2014

3,567 $1.79 February 2015

83,20¢ $2.10 August 2015
173,45: $2.25 April 2015
200,00( $6.60 December 2011
749,99 $7.50 June 2012
165,00( $6.60 June 2012

2,009,02
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(11)

(12)

Income Taxes

At December 31, 2010 and 2009, the Company hadadaiFederal and state net operating loss camgiats to reduce future taxa
income. The amounts available were approximate; 310,000 and $16,000,000 for Federal purposegectisely, and $12,500,000 ¢
$11,500,000 for state purposes respectively. Thiefaé carryforward expires in 2031 and the statey@ward expires in 2016. Given |
Companys history of net operating losses, management bBterdined that it is more likely than not the Compavill not be able t
realize the tax benefit of the carryforwards. Actiogly, the Company has not recognized a defeardsset for this benefit.

Accounting guidance requires that a valuation adioee be established when it is more likely thanthat all or a portion of deferred
assets will not be realized. Due to restrictionpased by Internal Revenue Code Section 382 regaalibstantial changes in ownershi
companies with loss carry-forwards, the utilizatmfthe Company’s net operating loss caoywards will likely be limited as a result
cumulative changes in stock ownership. The compaay not recognized a deferred tax asset and, r@sudt, the change in stc
ownership has not resulted in any changes to vialuatiowances.

Upon the attainment of taxable income by the Comiparanagement will assess the likelihood of reatjzihe tax benefit associated v
the use of the carryforwards and will recognizeefetted tax asset at that time.

Significant components of the Company’s deferrexime tax assets are as follows as of:

December 31, December 31,

2010 2009
Deferred income tax asset:
Net operating loss carry forwa $ 5,900,001 $ 5,800,00!
Valuation allowance (5,900,001 (5,800,001
Net deferred income tax as: $ — $ —
Reconciliation of the effective income tax ratete U.S. statutory rate is as follows:
Year Ended
December 31,
2010 2009
Federal Statutory tax rate (34) % (34) %
State tax, net of federal benefit (5) % (5) %
Change in valuation (39) % (39) %
Allowance 39 % 39 %
Effective tax rate - % - %

Commitments and Contingencies
Lease Commitments

The Company leases machinery and warehouse spdee moneancelable operating leases. Rental expense forers ended Deceml
31, 2010 and 2009 was $108,000 and $40,000, respkyct

Future payments under these leases as of Decemhp20B0 are as follows:

Year ending December 31, Amount

2011 $ 95,00(
2012 33,00(
Total $ 128,00(
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Other Commitments

The Company has entered into contracts with customéh clauses that commit the Company to feethdéf Company terminates
agreement early or without cause. The contradifarathe customer to have the right to distribtile Companys products to a defin
type of retailer within a defined geographic regidh the Company should terminate the contractnot automatically renew t
agreements, amounts would be due to the custoAsenf December 31, 2010 and 2009, the Company bgsans to terminate or r
renew any agreement with any of their customeeseflore no fees have been accrued in the accompafigancial statements.

(13) Legal Proceedings

From time to time, we are a party to claims andclggoceedings arising in the ordinary course difiess. Our management evaluate:
exposure to these claims and proceedings indiviglaald in the aggregate and provides for potefdigdes on such litigation if the amo
of the loss is estimable and the loss is probable.

From August 3, 2005 through April 7, 2006, we is5383,156 shares of our common stock in conneatitim our initial public offerinc
These securities represented all of the sharesdssuconnection with the initial public offeringi@r to October 11, 2006. These shi
issued in connection with the initial public offegi may have been issued in violation of either falder state securities laws, or both,
may be subject to rescission.

On August 12, 2006, we made a rescission offell toodders of the outstanding shares that we bel@ne subject to rescission, pursua
which we offered to repurchase these shares thestaoding from the holders. At the expiration of tiescission offer on September
2006, the rescission offer was accepted by 32ebfferees to the extent of 28,420 shares for gneggite of $119,000, including statut
interest. The shares that were tendered for régnisgere agreed to be purchased by others andomtdur funds.

Federal securities laws do not provide that a ssgmm offer will terminate a purchaseright to rescind a sale of stock that was
registered as required or was not otherwise exdropt such registration requirements. With respecthie offerees who rejected
rescission offer, we may continue to be liable urfdderal and state securities laws for up to anwarhequal to the value of all share
common stock issued in connection with the injiablic offering plus any statutory interest we nteyrequired to pay. If it is determir
that we offered securities without properly registg them under federal or state law, or securimgxemption from registration, regulat
could impose monetary fines or other sanctionsrasigeed under these laws. However, we believe #seission offer provides us w
additional meritorious defenses against any futlaenms relating to these shares.

Except as set forth above, we believe that thezenarmaterial litigation matters at the currentetimithough the results of such litigat
matters and claims cannot be predicted with cextaime believe that the final outcome of such ckiamd proceedings will not hav
material adverse impact on our financial positlaquidity, or results of operations.

(14) Related Party Activity

During the year ended December 31, 2008, the Coyneatered into an agreement for the distributioftoproducts internationally. T
agreement is between the Company and a companyobiedtby two brothers of Christopher Reed, Chiekeé&utive Officer of th
Company. The agreement remains in effect until ireaited by either party and requires the Compamaip10% of the defined sales of
previous month. During the year ended DecembeR@10, the Company paid commissions on sales oD$81and during the year ent
December 31, 2009, the Company paid commissiorsates of $10,000 and issued 52,420 shares of itenom stock in satisfaction
$66,000 due under this agreement. During the gaded December 31, 2008, 200,000 warrants werdegkan connection with th
distribution agreement. On April 23, 2009, the Camp repriced the warrants to $1.35, the marketevalu that date. The warrants
issuable only upon the attainment of certain iradomal product sales. No warrants vested duriegydar ended December 31, 2010.
warrants will be valued and a corresponding expevilebe recorded upon the attainment of the sgleals identified when the warra
were granted.
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(15) Subsequent Events

On February 4, 2011, the Company closedacurities Purchase Agreement (the "Purchase Agme)nwith three institutional investc
for the sale of common stock and warrants for $080, The terms of the Purchase Agreement inclubdedsale of 304,880 shares
common stock at $2.46 per share. The warrantsxareisable for a period of 5 years into 121,952 ehat $2.77 per share. The Comj
entered into a registration rights agreement whth institutional investors, pursuant to which therm@any will be required to file
registration statement under the Securities Act383, as amended, with the Securities and Exch@ogemission covering the resale
the common stock to be sold and the common stodkrlying the warrants to be sold. The Company ga®,000 in expenses incurret
connection with the transaction and the filinglé Registration Statement. The Company will alsoltiiyated to use its best efforts to
the Registration Statement within 30 days of tlusiolg date of the transaction. In addition, the @any will be obligated to use its b
efforts to cause the SEC to declare the Regisir&8itatement effective within 90 days of the clositage of the transaction (or 120 day
the event that the Registration Statement is stubjeeview by the SEC), and the Company will bguieed to pay certain negotiated ¢
payments to the institutional investors in the éwbat the Registration Statement is not filed witBO days of such closing date or is
declared effective within 90 days of such closimged(or 120 days in the event that the Registrafitmtement is subject to review by
SEC).

On February 22, 2011, warrants were exercised @gd0D shares of the Compasycommon stock at a price of $2.25. On Februat
warrants were exercised for 1,000 shares of thepgaogis common stock at a price of $2.25. On March 3,12the Company grant
30,000 options to two employees under the 2007kS@ution plan. The options bear a exercise pric82043, the closing price on 1
grant date, and are exercisable for five yeargestilo vesting over three years.

On February 1, 2011, the Company paid a consuléest due of $14,000 by issuing 5,204 shares of acamstock at $2.69 per share,
on March 3, 2011 the Company paid the same comsukéees due of $11,000 by issuing 4,549 sharesoofnoon stock at $2.42 |
share. In connection with the consulting agreemtéet Company agreed to grant 100,000 incentiveksbptions for a term of five yea
vesting over three years in equal amounts.

From January 1, 2011 until March 8, 2011, holdéiSaries B preferred stock converted 3,900 shates?8,626 shares of common stock.
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ltem 9. Changes in and Disagreements with Accotants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Management’s Annual Report on Internal Control over Financial Reporting

Disclosure Controls and Procedur¢

Under the supervision and with the participatioroof management, including our Chief Executive €ffiand our Chief Financial Officer,
conducted an evaluation of our disclosure contaold procedures, as such term is defined under esuand Exchange Act of 1934 Rt
13a-15(f). Based on this evaluation, our Chief Exiee Officer and our Chief Financial Officer conded that the Compars/disclosur
controls and procedures were effective as of Deeerdb, 2010.

Changes in Internal Control Over Financial Reportm

There have been no changes in the Compaimgernal control over financial reporting duritfte year ended December 31, 2010 that
materially affected, or are reasonably likely tatenglly affect, the Company’s internal control oi@ancial reporting.

Managemen’'s Report on Internal Control over Financial Repdrtg

Our managemeris responsible for establishing and maintaininggadée internal control over financial reporting.rGuoternal control ove
financial reporting is a process designed to prevehsonable assurance regarding the reliabilipuofinancial reporting and the preparatio
financial statements for external purposes in ataoce with generally accepted accounting princip@@sr internal control over financ
reporting includes those policies and proceduras (i) pertain to the maintenance of records thmteasonable detail, accurately and f:
reflect the transactions and dispositions of theets of the Company; (ii) provide reasonable asm@rghat transactions are recorde
necessary to permit preparation of financial states in accordance with generally accepted acaogirgrinciples, and that receipts
expenditures of the Company are being made onlgcitordance with authorizations of management anetctdirs of the Company; a
(i) provide reasonable assurance regarding prsseror timely detection of unauthorized acquisitiause or disposition of the Compasy’
assets that could have a material effect on tlanfial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or détmisstatements. Also, projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégibecause of changes in conditions, ol
the degree of compliance with the policies or pdores may deteriorate. Management assessed tlativaffeess of the Compargyinterns
control over financial reporting as of December 3010. In making this assessment, we used theriariget forth by the Committee
Sponsoring Organizations of the Treadway Commis§@SO) inIinternal Control — Integrated FrameworkBased on our assessment
concluded that, as of December 31, 2010, the Coyparternal control over financial reporting waeetive..

This annual report does not include an attestatgort of our independent registered public acdagntirm regarding internal control o\
financial reporting. Managemest'report was not subject to attestation by our pedeent registered public accounting firm, pursua
provisions of the Dodd-Frank Wall Street Reform @whsumer Protection Act that permit us to prowisidy managemers’ report in thi
Annual Report on Form 10-K.

This report shall not be deemed to be filed forppses of Section 18 of the Exchange Act, or othee\gubject to the liabilities of that sect

and is not incorporated by reference into any dilof the Company, whether made before or afterdtite hereof, regardless of any ger
incorporation language in such filing.
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Item 9B. Other Information
Submission of Matters to a Vote of Security Holders

The 2010 Annual Meeting of Stockholders of the Campwas held on December 30, 2010. At the meetimegfollowing individual
were elected as directors of the Company and reddhe number of votes set opposite their respeci@mes:

Votes Withheld,
Abstentions,
Director Votes For VotesAgains! Broker Non-Votes
Christopher J. Reed 4,537,48! - 1,121,3
Judy Holloway Reed 5,570,29. - 88,5
Mark Harris 4,491,59! - 1,164,9
Dr. D.S.J. Muffoletto, N.D. 4,492,64. - 1,166,1
Michael Fischman 4,461,13! - 1,195,3

In addition, at the meeting, our stockholders iadithe appointment by the board of directors oirtherg & Company, P.A. as the Company
independent registered public accounting firm fbe t2010 fiscal year; with 8,209,127 votes for, 269, votes against, and 6,
Abstention/non-broker votes.
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PART IlI

Item 10. Directors, Executive Officers Promoters, Control Persons and Corporate GovernangeCompliance with Section 16(a) ¢
the Exchange Act

General

Our directors currently have terms which will ertdoar next annual meeting of the stockholders dil timeir successors are elec
and qualify, subject to their death, resignatiorremoval. Officers serve at the discretion of tleardd of directors. Our board members
encouraged to attend meetings of the board oftdire@and the annual meeting of stockholders. Thadof directors held 13 meetings in 2(
The following table sets forth certain informatiaith respect to our current directors and executiffieers:

Name Position Age
Christopher J. Reed President, Chief Executive Officer and Chairmaihef Board 52
James Linesch Chief Financial Officer 56
Thierry Foucaut Chief Operating Officer 46
Judy Holloway Reed Secretary and Director 51
Mark Harris Director 55
Daniel S.J. Muffoletto Director 56
Michael Fischman Director 55

Business Experience of Directors and Executive Offers

Christopher J. Reedounded our company in 1987. Mr. Reed has sergexlia Chairman, President and Chief Executive @ffgnc
our incorporation in 1991. Mr. Reed also serve€h®f Financial Officer during fiscal year 2007 lii@ctober 1, 2007 and again from A|
17, 2008 to January 19, 2010. Mr. Reed has beg@omsible for our design and products, includingdhiginal product recipes, the propriet
brewing process and the packaging and marketiregegties. Mr. Reed received a B.S. in Chemical iggging in 1980 from Rennsel
Polytechnic Institute in Troy, New York.

James Linesctwas appointed as Chief Financial Officer effectiamuary 19, 2010. Mr. Linesch served as the chiaftial officer o
AdStar, Inc., a public company providing ad placetmgervices and payment processing software folighdys, from February 2006 ul
January 2010. He performed transaction intermgdiarvices with MET Advisors, LLC from January 2006til January 2006. From Ju
2000 to October 2004, he served as chief finamdfader of DynTek, Inc., an information technolo@iy) services company. From May 1¢
until October 1999 he served as chief financiaiceff and president of CompuMed, Inc. He also ska® chief financial officer of Univer:
Self Care, Inc. from June 1991 until May 1996. Mnesch is a certified public accountant (CPA)yihg practiced with Price Waterhousc
Los Angeles. He earned a BS degree in finance f@aifornia State University, Northridge, and an MBrom the University of Southe
California.

Thierry Foucauthas been our Chief Operating Officer since May 20Bror to joining us, Mr. Foucaut worked for sigars as Chi
Operating Officer of Village Imports, a $30 milli@pecialty foods and beverage distributor in Catifm, where he created and launched ¢
of sparkling lemonades and managed the compamgérations including multiple warehouses anddleé DSD delivery trucks. Mr. Fouc:
spent 2000 with Eve.com, a leading San Francisdusiie specializing in retail sales of high end cesas. Mr. Foucaut worked for Oréa
Paris from 1994 through 1999 with growing marketimgl sales responsibilities, including Proddeinager from September 1994 to May 1!
South Europe Marketing Coordinator from June 19968uly 1998 and Duty Free Key Account Executiverfrauly 1998 to December 19
managing large airport and airline clients overesaEuropean countries. He earned a Master @n8eidegree from Ecole Centrale Par
1988, and an MBA from Harvard Business School 8419

Judy Holloway Reechas been with us since 1992 and, as we have groasrun the accounting, purchasing and shipping
receiving departments at various times since tH#8049Ms. Reed has been one of our directors slnoe 2004, and our Secretary s
October 1996. In the 1980s, Ms. Reed managed niealihing for a Los Angeles Infomercial Media BuyiGroup and was an acco
manager with a Beverly Hills, California stock golio management company. She earned a Businegee®&om MIU in 1981. Ms. Reec
the wife of Christopher J. Reed, our Chairman, iBezd and Chief Executive Officer.

Mark Harris has been a member of our board of directors sirm@d 2005. Mr. Harris is an independent ventureitzist and he
been retired from the work force since 2002. te 003, Mr. Harris joined a group of Amgen colleag in funding NeoStem, Inc., a comp
involved in stemeell storage, archiving, and research to whichshee founding investor. From 1991 to 2002, Mr. ksaworked at Amgen, In
(Nasdag: AMGN), a preeminent biotech company, memgagwuch of Amgers media production for internal use and public tietes. Mr



Harris spent the decade prior working in the aeaospndustry at Northrop with similar responsibekt
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Daniel S.J. Muffoletto, N.D.has been a member of our board of directors froml 2005 to December 2006 and from January .
to the present. Dr. Muffoletto has practiced &&asuropathic Physician since 1986. He has sergathizf executive officer of Its Your Eartt
natural products marketing company since June 260dm 2003 to 2005, Dr. Muffoletto worked as Satesl Marketing Director fi
Worthington, Moore & Jacobs, a Commercial Law Leaguember firm serving FedEx, UPS, DHL and Kodakpagnothers. From 2001
2003, he was the owneperator of the David St. Michel Art Gallery in Miogal, Québec. From 1991 to 2001, Dr. Muffolettaswthi
owner/operator of a Naturopathic Apothecary, HeAltdr*Natives of Seattle, Washington and EllicGity, Maryland. The apothecary hou
Dr. Muffoletto’s Naturopathic practice. Dr. Muffoletto receivedachelors of Arts degree in Government and Comuoatitins from th
University of Baltimore in 1977, and conducted gostiuate work in the schools of Public Administratiand Publication Design at
University of Baltimore from 1978 to 1979. In 1986 received his Doctorate of Naturopathic Medidirem the Santa Fe Academy
Healing, Santa Fe, New Mexico.

Michael Fischmanhas been a member of our board of directors simmd 2005. Since 1998, Mr. Fischman has been Beasian
chief executive officer of the APEX course, thepmate training division of the International Asstion of Human Values. In addition, D
Fischman is a founding member and the directorraihing for USA at the Art of Living Foundation, global nonprofit educational ar
humanitarian organization at which he has coordihatver 200 personal development instructors sifgg .

Family Relationships

Other than the relationship of Christopher J. Reed, Judy Holloway Reed, Christopher Readife and a board member, none of
directors or executive officers are related to anether.

Legal Proceedings

To the best of our knowledge, none of our executifieers or directors are parties to any matepiaceedings adverse to Regdhav:
any material interest adverse to Reed’s or havénglthe past ten years:

. been convicted in a criminal proceeding or beenestilto a pending criminal proceeding (excludirgfftc violations and other min
offenses);
. had any bankruptcy petition filed by or against Mier or any business of which he/she was a geparaher or executive office

either at the time of the bankruptcy or within tyears prior to that time;

. been subject to any order, judgment, or decreesutzgequently reversed, suspended or vacatedy afoamt of competent jurisdictic
permanently or temporarily enjoining, barring, sersging or otherwise limiting his/her involvementany type of business, securit
futures, commodities or banking activities;

. been found by a court of competent jurisdictionginivil action), the Securities and Exchange Cossion or the Commodity Futu
Trading Commission to have violated a federal @testsecurities or commodities law, and the judgniexg not been revers
suspended, or vacated;

. been subject to, or party to, any judicial or adstmative order, judgment, decree , or finding, soibsequently reversed, suspende
vacated, relating to an alleged violation of (jjyaFederal or State securities or commodities lawegulation, (i) any law ¢
regulation respecting financial institutions orursnce companies including, but not limited togmporary or permanent injuncti
order of disgorgement or restitution, civil monegnplty or temporary or permanent cease-@esist order, or removal or prohibit
order or (iii) any law or regulation prohibiting thar wire fraud or fraud in connection with anydiness entity; obeen the subject «
or a party to, any sanction or order, not subsetijieeversed, suspended or vacated, of anyrselffatory organization (as definec
Section 3(a)(26) of the Exchange Act (15 U.S.C.(&826))), any registered entity (as defined int®ecl(a)(29) of the Commodi
Exchange Act (7 U.S.C. 1(a)(29))), or any equivakxchange, association, entity or organization fias disciplinary authority ov
its members or persons associated with a member.

Corporate Governance
We are committed to having sound corporate govemarinciples. We believe that such principles essential to running o

business efficiently and to maintaining our intggim the marketplace. There have been no changes to the procedures lop wtuckholdel
may recommend nominees to our board of directors.
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Director Qualifications

We believe that our directors should have the hglpeofessional and personal ethics and valuessistemt with our longstandi
values and standards. They should have broad experiat the policyraking level in business or banking. They shouldcbmmitted t
enhancing stockholder value and should have sefficiime to carry out their duties and to providsight and practical wisdom based
experience. Their service on other boards of pubtimpanies should be limited to a number that psritiiem, given their individu
circumstances, to perform responsibly all direchaties for us. Each director must represent therasts of all stockholders. When conside
potential director candidates, the board of dinectalso considers the candidateharacter, judgment, diversity, age and skitlg]uding
financial literacy and experience in the contexvof needs and the needs of the board of directors.
Director Independence

The board of directors has determined that thremimees of our board of directors, Mr. Harris, Dr. filetto and Mr. Fischman, &
independent under the revised listing standardshef Nasdaq Stock Market, Inc. We intend to maingditeast two independent directors
our board of directors in the future.
Code of Ethics

Our Chief Executive Officer and all senior finariaificers, including the Chief Financial Officeare bound by a Code of Ethics
complies with Item 406 of Regulation S-B of the Bange Act. Our Code of Ethics is posted on our welas www.reedsinc.com.

Board Structure and Committee Composition

As of the date of this Annual Report, our boardlwéctors has five directors and the following thstanding committees: an At
Committee, a Compensation Committee and a Nomimasamd Governance Committee. These committeesfarened in January 2007.

US EURO Securities, Inc., the lead underwriterun initial public offering, will have the right tdesignate an observer to our boar
directors and each of its committees through thimgeending December 12, 2011.

Audit CommitteeOur Audit Committee oversees our accounting anadniomal reporting processes, internal systems afwading an
financial controls, relationships with independeuntlitors and audits of financial statements. Sjesponsibilities include the following:

« selecting, hiring and terminating our independertitars;

« evaluating the qualifications, independence antbpmance of our independent auditors;

« approving the audit and non-audit services to ifopaed by our independent auditors;

» reviewing the design, implementation, adequacyedfettiveness of our internal controls and criti@atounting policies;

« overseeing and monitoring the integrity of our finil statements and our compliance with legal reghlatory requirements as tl
relate to financial statements or accounting msitter

« reviewing with management and our independent argjiany earnings announcements and other publicumtements regarding ¢
results of operations; and

« preparing the audit committee report that the S&fliires in our annual proxy statement.

Our Audit Committee is comprised of Dr. Muffolettidlr. Harris and Mr. Fischman. Dr. Muffoletto servas Chairman of the Aui
Committee. The board of directors has determinatl tthe three members of the Audit Committee arepeddent under the rules of the ¢
and the Nasdag National Market and that Dr. Muffolgualifies as an “audit committee financial estgeas defined by the rules of the S
Our board of directors has adopted a written chéotethe Audit Committee meeting applicable standeof the SEC and the Nasdaq Nati
Market.
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Compensation Committe®ur Compensation Committee assists our board eftirs in determining and developing plans fol
compensation of our officers, directors and empésy&pecific responsibilities include the following

« approving the compensation and benefits of our ke officers;
« reviewing the performance objectives and actudbperance of our officers; and
« administering our stock option and other equity pensation plans.

Our Compensation Committee is comprised of Dr. Mietto, Mr. Harris and Mr. Fischman. The board o&ctors has determin
that all of the members of the Compensation Conemitire independent under the rules of the NasdgridhMarket. Our board of directc
has adopted a written charter for the Compens&mnmittee.

Nominations and Governance Committ€eiwr Nominations and Governance Committee assistbdtard of directors by identifyi
and recommending individuals qualified to becomentners of our board of directors, reviewing corresfence from our stockholders, i

establishing, evaluating and overseeing our cotpayavernance guidelines. Specific responsibilitietude the following:

« evaluating the composition, size and governanceuofboard of directors and its committees and nggk@tommendations regard
future planning and the appointment of directorsuo committees;

« establishing a policy for considering stockholdeminees for election to our board of directors; and
« evaluating and recommending candidates for elettiaur board of directors.

Our Nominations and Governance Committee is coragraf Dr. Muffoletto and Mr. Fischman. The boarddaectors has determin
that all of the members of the Nominations and Goaece Committee are independent under the ruléseoNasdaq National Market. (
board of directors has adopted a written chartethfi® Nominations and Corporate Governance Comenitte

Securities Authorized for Issuance under 2001 Stoc®ption Plan, 2007 Stock Option Plan, 2009 Consulté Stock Plan, 2010 Incentiv
Stock Plan and 2010-2 Incentive Stock Plan

For information regarding securities authorized fesuance under our 2001 Stock Option Plan, 20@¢kSOption Plan,20(
Consultant Stock PlaR010 Incentive Stock Plan and 2010-2 Incentive Sto®lan see ‘Market for Common Equity and Related Stockhc
Matters.”

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act 0f41%% amended (the “Exchange Aatpuires our directors and executive offi
and beneficial holders of more than 10% of our camrstock to file with the SEC initial reports of nership and reports of change:
ownership of our equity securities.

To our knowledge, based solely upon a review ofrF8rand 4 and amendments thereto furnished to Reguler 17 CFR 240.16a-3
(e) during our most recent fiscal year and Forna8 amendments thereto furnished to Reedth respect to our most recent fiscal ye:
written representationfsom the reporting persons, we believe that duthng year ended December 31, 2010 our directorguéixe officer:
and persons who own more than 10% of our commark stomplied with all Section 16(a) filing requirents.
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ltem 11. Executive Compensation

The following table summarizes all compensationfiecal years 2010 and 2009 received by our predogxecutive officer, princip
financial officer and chief operating officer, wiaoe the only executive officers of the Companyistdl year 2010, ourNamed Executiv
Officers”.

Non- Non-
Equity Qualified
Option Incentive Deferred
Name and Stock Awards Plan Compensatior All Other
Principal Position Year Salary Bonus  Awards ($)(1) Compensatior Earnings Compensatior Total
Christopher J. Reed,
Chief Executive
Officer (Principal
Executive Officer) 2010 $200,00( - $ 10,30 - - - $ 4,61€(2) $214,91¢
2009 $150,00¢ - $ 792 - - -3 4,61€(2) $162,53¢
James Linesch
Chief Financial $
Officer 2010 $161,94. - $ 10,300  13,00( - - - $185,24.
(Principal Financial $
Officer) 2009 $151,98: - $ 7921 5550( - - - $215,40:
Thierry Foucaut ,
Chief Operating
Officer 2010 $165,62' $ 51,000 $ 35,30 - $251,92!
2009 $130,00( $ 57,60 $ 7,92 - $195,52(

@ The amounts represent the fair value forshfirebased payment awards, calculated on the date of graaccordance with Financ
Accounting Standards, excluding any impact of assliforfeiture rates.
2 Represents value of automobile provided tasttywher J. Reed.

Employment Agreements

We entered into an atill employment agreement with Thierry Foucaut, Qlnief Operating Officer, which provides for an aafizec
salary of approximately $130,000 per year. In toldj we have granted Mr. Foucaut options to pusehap to 50,000 shares of common s
which vest over a three year period ending in 2010.

Further, we entered into an &t employment agreement with James Linesch, obreCFinancial Officer, which provided for
annual salary of $156,000 per year commencing Jgril@ 2009. In addition, we have granted Mr. Lete®ptions under our 2007 St
Option Plan to purchase up to 75,000 shares of ammstock which vest over a three year period endarguary 19, 2012. In the event
sale of Reed’s, Inc., should Mr. Linessiémployment terminate during the first 12 montfterahe sale, he will be entitled to three mo
severance.

Except as set forth above, there are no writtenl@ynpent agreements with any of our officers or layployees, includir

Christopher J. Reed. We do not have any agreemshith provide for severance upon termination opkryment, whether in context o
change of control or not.
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Outstanding Equity Awards At Fiscal Year-End

The following table sets forth information regamglinnexercised options and equity incentive planrds/éor each Named Execut
Officer outstanding as of December 31, 2010.

Number of Equity Incentive
Number of Securities Plan Awards:
Securities Underlying Number of
Underlying Unexercised Securities
Unexercised Options Underlying Option Option
Options (#) #) Unexercised Exercise Expiration
Name and Position Exercisable = Unexercisable Unearned Options Price Date
Christopher J. Reed, Chief Executive Officer - - -
James Linesch, Chief Financial Officer 25,00( 50,00((1) $1.30 01/04/14
- 20,00((2) $2.06 12/30/15
Thierry Foucaut, Chief Operating Officer 50,00( - $7.55 06/03/12
33,33 16,66%(3) $1.34 12/07/13
Notes:

(1)Vest as follows: 25,000 will vest on January 3, 2@hd January 3, 2012 .
(2)Vest as follows: 6,666 options will vest on Decem®@, 2011, December 30, 2012 and December 30,.2013
(3)Vest as follows: 16,667 will vest on December 6120

Director Compensation

The following table summarizes the compensatiod pabur directors for the fiscal year ended Decendi, 2010:

Fees
Earned or Non-Equity
Paid in Stock Option Incentive Plan All Other
Name Cash Awards Awards Compensation Compensation Total
Judy Holloway Reed $ 92t $ 92t
Mark Harris $ 0 $7,250 $ 7,25(
Daniel S.J. Muffoletto $ 11,8941) $ 11,89:
Michael Fischman $ 67E $ 67¢

(1)Since November 2007, Dr. Muffoletto receives $88Bmonth to serve as the Chairman of the Audit Catem
Item 12. Security Ownership of Certain BeneficihOwners, Management and Related Stockholder Matteyr

The following table reflects, as of March 8, 201le beneficial common stock ownership of: (a) eafcbur directors, (b) each of ¢
current named executive officers, (c) each persmwk by us to be a beneficial holder of 5% or mareur common stock, and (d) all of «
executive officers and directors as a group.
Except as otherwise indicated below, the personmsedan the table have sole voting and investmewntgpavith respect to all shares of comr

stock held by them. Unless otherwise indicated,pfincipal address of each listed executive offased director is 13000 South Spring Sti
Los Angeles, California 90061.
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Percentage

of Shares

Number of Shares  Beneficially
f Beneficial Ownet Beneficially Ownec Owned (1)
Directors and Named Executive Officers
Christopher J. Ree@ 3,158,23! 29.2
Judy Holloway ReetP) 3,158,23: 29.2
Mark Harris®) 4,031 *
Daniel S.J. Muffoletto, N.D. 0 *
Michael Fischman 0 *
James LinescH 61,00( 2
Thierry Foucauf® 93,33: *
Directors and executive officers as a group (7 qess 3,316,60: 30.2
5% or greater stockholders
Joseph Grac® 500,00( 4.€
Pearl Eliag® 833,39: 7.7

* Less than 1%.

(1) Beneficial ownership is determined in accordancthwhe rules of the SEC. Shares of common stobfestito options or warrar
currently exercisable or exercisable within 60 dafMarch 8, 2011 are deemed outstanding for coinguhe percentage ownershig
the stockholder holding the options or warrants dém& not deemed outstanding for computing the pésige ownership of any ott
stockholder. Unless otherwise indicated in therfotes to this table, we believe stockholders naimé¢lde table have sole voting and ¢
investment power with respect to the shares sdh fopposite such stockholdername. Percentage of ownership is base
approximately 10,800,350 shares of common stotktanding as of March 8, 2011 .

(2) Christopher J. Reed and Judy Holloway Reed areamashnd wife. The same number of shares of constank is shown for each
them, as they may each be deemed to be the betefraner of all of such shares.

(3) The address for Mr. Harris is 160 BarrancadRd&ewbury Park, California 91320.

(4) Consists of 11,000 shares of common stock and mptim purchase 50,000 shares of common stock. Batéaclude options to purchs
25,000 shares of common stock vesting in one y@i28,000 options that vest over three years.

(5) Consists of 10,000 shares of common stock and mptio purchase up to 83,333 shares of common simés not include options
purchase up to 16,667 shares of common stock wigishover one year.

(5) The address for Mr. Grace is 1900 West NiakeiStreet, Suite 116, PMB 158, Seattle, Washin§&#19.

(6) The address for Mrs. Elias is P.O. Box 340ribteStation PA, 19066.

Item 13. Certain Relationships and Related Traractions, and Director Independence

Our board of directors has adopted written polic@esl procedures for the review of any transactamangement or relations!
between Reed’ and one of our executive officers, directorsedior nominees or 5% or greater stockholders (eir tmmediate famil
members), each of whom we refer to as a “relatesope” in which such related person has a dire@direct material interest.

If a related person proposes to enter into sudglarssaction, arrangement or relationship, defined &elated party transactionthe
related party must report the proposed relatedyfeahsaction to our Chief Financial Officer. Thelicy calls for the proposed related pi
transaction to be reviewed and, if deemed apprpriapproved by the Nominations and Governance dtsen Our Nominations al
Governance Committee is comprised of Dr. Muffolettal Mr. Fischman. The board of directors has detexd that all of the members of
Nominations and Governance Committee are indepeéndeter the rules of the Nasdaq National Marképracticable, the reporting, revi
and approval will occur prior to entry into thertsaction. If advance review and approval is natpcable, the Nominations and Govern:
Committee will review, and, in its discretion, megtify the related party transaction. Any relatedty transactions that are ongoing in ne
will be reviewed annually at a minimum. The rethfgarty transactions listed below were reviewedth®y full board of directors. Prior
August 2005, we did not have independent directorour board to review and approve related padpsactions. The Nominations
Governance Committee shall review future relatetlygaansactions.
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During the years December 31, 2010 and 2009, we paxticipated in the following transactions in @lhia related person had or
have a direct or indirect material interest:

Judy Holloway Reed, our Secretary and directoglisstopher J. Reed’s spouse.

During the year ended December 31, 2008, the Coyneatered into an agreement for the distributioitoproducts internationall
The agreement is between the Company and a comgamyolled by two brothers of Christopher Reed, eftixecutive Officer of tt
Company. The agreement remains in effect until ireated by either party and requires the Compangaip 10% of the defined sales of
previous month. During the year ended December2810, the Company paid commissions on sales of0$81,and during the year en
December 31, 2009, the Company paid commissiorsalas of $10,000 and issued 52,420 shares ofritsnom stock in satisfaction of $66,(
due under this agreement. During the year endezkmber 31, 2008, 200,000 warrants were grantecimexction with this distributic
agreement. On April 23, 2009, the Company repribedwarrants to $1.35, the market value on tha.d@ihe warrants are issuable only L
the attainment of certain international producesaNo warrants vested during the year ended Dezegihy 2010. The warrants will be vali
and a corresponding expense will be recorded uppattainment of the sales goals identified whenithrrants were granted.

Item 14. Principal Accounting Fees and Services

Weinberg & Company, P.A. (“Weinberg”) was our inédedent registered public accounting firm for thargeended December 31,
2010 and 2009.

The following table shows the fees paid or accioeds for the audit and other services provideiginberg for the years ended
December 31, 2010 and 2009.

2010 2009
Audit Fees $ 89,00( $ 120,00(
Audit-Related Fees 0 0
Tax Fees 4,00( 0
All Other Fees 0 0
Total $ 93,00( $ 120,00(

As defined by the SEC, (i) “audit feegte fees for professional services rendered bypauacipal accountant for the audit of
annual financial statements and review of finanstatements included in our Form KQ-or for services that are normally provided byg
accountant in connection with statutory and regmaffilings or engagements for those fiscal yedi3; “audit-related fees’are fees fc
assurance and related services by our principawetant that are reasonably related to the perfoceaf the audit or review of our financ
statements and are not reported under “audit f¢&3;"tax fees” are fees for professional services rendered byoncipal accountant for ti
compliance, tax advice, and tax planning; and ‘@) other fees”are fees for products and services provided bypauacipal accountant, ot
than the services reported under “audit fees,” itargdated fees,” and “tax fees.”

Audit Fees

Services provided to us by Weinberg with respeatich periods consisted of the audits of our firdrstatements and limited revie
of the financial statements included in QuarterlgpBrts on Form 1@. Weinberg also provided services with respecthto filing of ou
registration statements in 2010 and 2009.

Audit Related Fees

Weinberg did not provide any professional servicass with which would relate to “audit related g€
Tax Fees

Weinberg prepared our 2009 Federal and state intaxes.

All Other Fees

Weinberg did not provide any professional servicess with which would relate to “other fees.”
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Audit Committee Pre-Approval Policies and Procedurs

Under the SEC'’s rules, the Audit Committee is regplito pre-approve the audit and rewrdit services performed by the indepen
registered public accounting firm in order to emstirat they do not impair the auditors’ indepene@erihe Commissios’ rules specify tf
types of non-audit services that an independenit@uaiay not provide to its audit client and esistblthe Audit Committes’ responsibility fc
administration of the engagement of the independagistered public accounting firm.

Consistent with the SEC’s rules, the Audit Comnaittéharter requires that the Audit Committee revaawd preapprove all aud
services and permitted n@udit services provided by the independent regidt@ublic accounting firm to us or any of our sdizies. Th
Audit Committee may delegate papproval authority to a member of the Audit Comedtand if it does, the decisions of that membert rine
presented to the full Audit Committee at its nestteduled meeting. Accordingly, 100% of audit sezsi@nd noraudit services described
this Item 14 were pre-approved by the Audit Comeeaitt

There were no hours expended on the principal ateatis engagement to audit the registrarfinancial statements for the m
recent fiscal year that were attributed to worlki@ened by persons other than the principal accouistdull-time, permanent employees.

PART IV
Item 15. Exhibits and Financial Statements
(a) 1. Financial Statements
See Index to Financial Statements in Item 8 of Ameual Report on Form 10-K, which is incorporatentein by reference.
2. Financial Statement Schedules

All other financial statement schedules have bewitted because they are either not applicable®@rehuired information is shown in
the financial statements or notes thereto.

3. Exhibits
See the Exhibit Index which follows the signatuag of this Annual Report on Form 10-K, which isdrporated herein by reference.
(b) Exhibits
See Item 15(a) (3) above.
(c) Financial Statement Schedules

See Item 15(a) (2) above.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgeaAct, the registrant caused this Report to lgaesl on its behalf by t
undersigned, thereunto duly authorized.

REED’S, INC.
a Delaware corporatic

Date: March 22, 2011 By: /s/ Christopher J. Reed

Christopher J. Ree
Chief Executive Office

In accordance with the Exchange Act, this Repostiteen signed below by the following persons oralieti the registrant and in t
capacities and on the dates indicated.

Signature Title Date

Chief Executive Officer, President and Chairmaithef

/s/ CHRISTOPHER J. REED Board of Directors March 22, 2011
Christopher J. Reed (Principal Executive Officer)
/s/ JAMES LINESCH Chief Financial Officer Mdr 22, 2011
James Linesch (Principal Financial Officer and Principal Accourdi
Officer)
/s/ JUDY HOLLOWAY REED Director March 22, 2011

Judy Holloway Reed

/s/ MARK HARRIS Director March 22, 2011
Mark Harris
/s/ DANIEL S.J. MUFFOLETTO Director March 22, 2011

Daniel S.J. Muffoletto

Director March 22, 2011

Michael Fischman
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EXHIBIT INDEX

3.1 Certificate of Incorporation of Reed’s, Ins filed September 7, 2001 (Incorporated by refezetuc Exhibit 3.1 to Reed’s, Ins.’
Registration Statement on Form SB-2 (File No. 338451))

3.2  Certificate of Amendment of Certificate of tmporation of Reed), Inc. as filed September 27, 2004 (Incorporatgddference t
Exhibit 3.2 to Reed’s, Inc.’s Registration StateinamForm SB-2 (File No. 333-120451))

3.3  Certificate of Amendment of Certificate of émporation of Reed, Inc. as filed December 18, 2007 (Incorporatedrdfgrence t
Exhibit 3.3 to Reed'’s, Inc.’s Registration StatetnamForm S-1 (File No333-156909)

3.4  Certificate of Designations, Preferences aightR of Series A Preferred Stock of Reedhc. as filed October 12, 2004(Incorporate:
reference to Exhibit 3.3 to Reed’s, Inc.’s RegtitraStatement on Form SB-2 (File No. 333-120451))

3.5  Certificate of Correction to Certificate of dgnations as filed November 10, 2004 (Incorpordtgdeference to Exhibit 3.4 to Reed’
Inc.’s Registration Statement on Form SB-2 (File Big3-120451))

3.6  Amended Certificate of Designation of Serie€@vertible Preferred Stock, filed December 4,20led herewith.

3.7 Bylaws of Reed'’s Inc., as amended (Incorpdrhtereference to Exhibit 3.5 to Reed’s, Inc.’s Ragtion Statement on Form SB(File
No. 333-120451))

4.1  Form of common stock certificate (Incorporabgdreference to Exhibit 4.1 to Reed’s, Inc.’s Régition Statement on Form SBFile
No. 333-120451))

4.2  Form of Series A preferred stock certificdteedrporated by reference to Exhibit 4.2 to Reeliis,’s Registration Statement on Fc
SB-2 (File No. 333-120451))

10.1 Brewing Agreement between Regdhc. and The Lion Brewery, Inc. dated May 15)2QIncorporated by reference to Exhibit 10.
Reed’s, Inc.’s Registration Statement on Form2SBRortions of the exhibit have been omitted pamsuo a request for confident
treatment. (File No. 333-120451))

10.1 Brewing Agreement between Reetfic. and The Lion Brewery, Inc. dated NovembeRd08 (Incorporated by reference to Ext
10.1 to Reed’s, Inc.’s Form 10Q/A filed Decembey 2@09)

10.2* Employment Agreement between Reedhc. and Neal Cohane dated August 1, 2007 (pwated by reference to Exhibit 10.€
Reed’s, Inc.’s Registration Statement on Form &ie (No.333-156908)

10.3* Employment Agreement between Reaedhc. and Thierry Foucaut dated May 5, 2007 (ipomated by reference to Exhibit 10.€
Reed'’s, Inc.’s Registration Statement on Form &ie (No.333-156908)

10.4* Employment Agreement between Reedhc. and James Linesch dated December 29, 20@8rforated by reference to Exh
10.10 to Reed’s, Inc.’s Registration StatemenfFomn S-1 (File N0333-156908)

10.5 Promissory Note in favor of Lehman BrotheasB FSB dated February 22, 2008 (Incorporatecefgrence to Exhibit 10.13 to Resd’
Inc.’s Registration Statement on Form S-1 (File 8&3-156909)

10.6 Loan and Security Agreement between Redwolt. and First Capital Western Region LLC datedyMBO, 2008 ( Incorporated
reference to Exhibit 10.3 to Reed'’s, Inc.’s Forn@Q1A December 7, 2009)

10.7 Amendment Number One to Loan and Securityefgrent between Reeadinc. and First Capital Western Region LLC datedel16
2008 (Incorporated by reference to Exhibit 10.R&®d’s, Inc.’s Current Report on Form 8K dated 2A3y2008)

10.8 Amendment Number Two to Loan and Securityeggrent between Readinc. and First Capital Western Region LLC dataae]16
2008 (Incorporated by reference to Exhibit 10.1Ré&rd’s, Inc.’s Registration Statement on Form(&He No.333-156908)

10.9 Amendment Number Three to Loan and Securiye@ment between Reedinc. and First Capital Western Region LLC di
September 24, 2008 (Incorporated by reference tobix10.18 to Reed'’s, Inc.’s Registration Statetnam Form S-1 (File No333-
156908))

10.10 Waiver to Loan and Security Agreement ddtetuary 5, 2009 (Incorporated by reference to Exhih19 to Reed’s, Ins’Registratio
Statement on Form S-1 (File Ng33-156909)

10.11*2001 Stock Option Plan (Incorporated by referecExhibit 4.3 to Reed’s, Inc.’s Registration Stagetnon Form SB-2 (File No. 333-
120451)

10.12*Reed’s Inc. Master Brokerage Agreement between Re#nk. and Reed’ Brokerage, Inc. dated May 1, 2008 (Incorporatg
reference to Exhibit 10.21 to Reed’s, Inc.’s Regisdn Statement on Form S-1 (File Ni33-156909)

10.13*2007 Stock Option Plan (Incorporated by referendexhibit 10.22 to Reed's, Inc.'s Form 10K filedrista27, 2009)

10.14*2009 Consultant Stock Plan (Incorporated by refezeto Exhibit 4.1 to Reed'’s, Inc.’s Registratiomt8ment on Form 8-(File No
333-157359)

10.15*2010 Incentive Stock Plan (Incorporated by refeesto Exhibit 4.1 to Reed’s, Inc.’s Registratidat8ment on Form S-8 (File N833-
165906))

10.16*2010-2 Incentive Stock Plan (Incorporated by refeeeto Exhibit 4.1 to Reed’s, Inc.’s Registraticiat8ment on Form 8-(File No
333-166575)
10.17 Amendment Number Four to loan and Securgge@ment between Reedhc. and First Capital Western Region LLC dateardh 27



2009 (Incorporated by reference to Exhibit 10.2Ré&®d's, Inc.'s Form 10K filed March 27, 2009)

10.18 Standard Offer, Agreement, and Escrow InstructifmmsPurchase of Real Estate dated April 23, 208%amended (Incorporated
reference to Exhibit 10.1 to Reed's, Inc.'s For®/R0as filed August 18, 2009)

10.19 Standard Industrial Commercial Lease Agreementddistay 7, 2009, as amended (Incorporated by referém&xhibit 10.2 to Reed
Inc.'s Form 10Q/A as filed August 18, 2009)

10.20 Asset Purchase Agreement between Reed's, Inc. amain Cider Mill, Inc. dated October 19, 2009 (Imparated by Reference
Exhibit 10.1 to Reed's, Inc.'s Form 10Q/A as filBécember 7, 2009)

10.21 Loan and Security Agreement by and betwesm@ap Lending |, LLC and Reed’s Inc. dated Novenii8er2009 (filed herewith)

14.1 Code of Ethics (Incorporated by referencéxbibit 14.1 to Reed’s, Inc.’s Registration Statainen Form SB-2 (File Na333-157359)

21 Subsidiaries of Reed’s, Inc., filed herewith.

23.1 Consent of Weinberg & Co., P.A,, filed hertwi

31.1 Certification of Chief Executive Officer puemt to Section 302 of the Sarbanes-Oxley Act 6220

31.2 Certification of Chief Financial Officer puient to Section 302 of the Sarbanes-Oxley Act 6220

32.1** Certification of Chief Executive Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarban&3xley
Act of 2002.

32.2** Certification of Chief Financial Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuant ¢toBe06 of the Sarban&3xley
Act of 2002.

*

Indicates a management contract or compensatomygplarrangement.

**  The certifications attached as Exhibits 32.H&2.2 accompany the Annual Report on Form 10-Kyamt to Section 906 of the Sarbanes-

Oxley Act of 2002 and shall not be deemed “file¢”"Reed’s, Inc. for purposes of Section 18 of theuBiges Exchange Act
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EXHIBIT 21

REED'’S, INC.

SUBSIDIARIES

NONE



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTIN&GRM

To the Board of Directors
Reed’s, Inc

We hereby consent to the incorporation by referanctihe previously filed Registration StatementR¥éed’s, Inc. on Form S-(SEC Fil
Number 33-172614) which was filed with the Commission on Maf; 2011 of our report, dated March 22, 2011, appg in the annu
report on Form 10K for the years ended Decembe2@10Q and 2009.

WEINBERG & COMPANY, P.A.
Certified Public Accountants

Los Angeles, California
March 22, 2011




EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Christopher J. Reed, certify that:

1. | have reviewed this Annual Report on Form 16fiReed’s Inc.;
2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omiteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this report;
3. Based on my knowledge, the financial statementd,aher financial information included in this refpdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;
4. The registran$ other certifying officer and | are responsible é&stablishing and maintaining disclosure contamsl procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant andéiav
a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurés tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipg; or caused such internal control over finahoigorting to be design
under my supervision, to provide reasonable asseraegarding the reliability of financial reportirend the preparation
financial statements for external purposes in ataece with generally accepted accounting princjpals

C. Evaluated the effectiveness of the registeadisclosure controls and procedures and presentéds report our conclusio
about the effectiveness of the disclosure contot$ procedures, as of the end of the period coveyetis report based on st
evaluation; and

d. Disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbr® that has materially affected, o
reasonably likely to materially affect, the regastr’'s internal control over financial reporting;dan

5. The registrang’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @rdwer financie
reporting to the registrant’s auditors and the tadimmittee of the registrastboard of directors (or persons performing theweden!
functions):

a. All significant deficiencies and material weaknesgethe design or operation of internal contralerdfinancial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize and reffiehcial information; an

b. Any fraud, whether or not material, that inv@dvmanagement or other employees who have a s@gnifiole in the registrast’
internal control over financial reporting.

Date: March 22, 2011 /s/ Christopher J. Reed

Christopher J. Reed

Chief Executive Officer

(Principal Executive Officer) and Chief FinancidffiGer (Principal
Financial Officer)



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, James Linesch, certify that:

1. | have reviewed this Annual Report on Form 16fiReed’s Inc.;
2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omiteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, né¢adisg with respect to t
period covered by this report;
3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;
4. The registran$' other certifying officer and | are responsible &stablishing and maintaining disclosure contamsl procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant andéav
a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurés tesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

b. Designed such internal control over financial réipg; or caused such internal control over finahoigorting to be design
under my supervision, to provide reasonable asseraegarding the reliability of financial reportirend the preparation
financial statements for external purposes in ataece with generally accepted accounting princjpals

C. Evaluated the effectiveness of the registeadisclosure controls and procedures and presentéds report our conclusio
about the effectiveness of the disclosure control$ procedures, as of the end of the period coueyetlis report based on st
evaluation; and

d. Disclosed in this report any change in thestegint’s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbr® that has materially affected, o
reasonably likely to materially affect, the regastr’'s internal control over financial reporting;dan

5. The registrang’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @rdwer financie
reporting to the registrant’s auditors and the tadimmittee of the registrastboard of directors (or persons performing theweden!
functions):

a. All significant deficiencies and material weaknesgethe design or operation of internal contralerdiinancial reporting whic
are reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; an

b. Any fraud, whether or not material, that inv@dvmanagement or other employees who have a s@nifiole in the registrast’
internal control over financial reporting.

Date: March 22, 2011 /sl James Linesch

James Linesch
Chief Financial Officer
(Principal Financial Officer)



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-KReed's, Inc., a Delaware corporation (the “Comyjarfor the year ende
December 31, 2010, as filed with the Securities Brdhange Commission on the date hereof (the “R8@pdChristopher J. Reed, Ch
Executive Officer of the Company, hereby certifiparsuant to 18 U.S.C. § 1350, as adopted purgoag®06 of the Sarban&3xley Act of
2002, that, to the best of his knowledge and helief

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

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

REED’S, INC.

Date: March 22, 2011 By: /s/ Christopher J. Reed

Christopher J. Ree
Chief Executive Office




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-KReed’s, Inc., a Delaware corporation (the “Comgarfor the year ende
December 31, 2010, as filed with the Securities Brchange Commission on the date hereof (the “R8pdiames Linesch, Chief Financ
Officer of the Company, hereby certifies, pursuant8 U.S.C. § 1350, as adopted pursuant to §9@BeoSarbane®xley Act of 2002, that,
the best of his knowledge and belief, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

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

REED’S, INC.

Date: March 22, 2011 By: /s/ James Linesc
James Linesc
Chief Financial Officer
(Principal Financial Officer)




