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FINANCIAL STATEMENTS



THESE FINANCIAL STATEMENTS ARE PREPARED WITHOUT
AN AUDIT. PROSPECTIVE FRANCHISEES OR SELLERS OF FRANCHISES
SHOULD BE ADVISED THAT NO CERTIFIED PUBLIC ACCOUNTANT HAD
AUDITED THESE FIGURES OR EXPRESSED HIS/HER OPINION WITH
REGARD TO THE CONTENT OR FORM.



JAMBA JUICE COMPANY AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

JUNE 29, 2004 AND JUNE 24, 2003

(In thousands, excepl for share data)

Assets
Current Assets:
Cash and cash equivalenis
Motes and accounts receivable, net of allowances
of $65 and §133, respectively
Inventories
Deferred income 1axes
Prepaid expenses and other current assets
Total current assets

Property, fixtures and equipment, net
Goodwili

Other intangible assets, net

Other long-term assets

Total assets

Liabilities and Shareholders’ Equity
Current Liabilities:
Accounts payable
Accrued compensation and benefits
Accrued store value cards
Current portion of litigation setifement and other noles payable
Other accrued expenses
Tota! cument liabilities

Deferred franchise revenues

Line of credit note payable

Litigation scitlement payable

Deferred rent and other long-term liabilities

Commitments and contingencies

Convertible Redeemable Preferred Stock:
Mo par value, 30,000,000 shares authorized. Redemption value at
June 29, 2004 is $31 ,269: Shares issued and oustanding at June
24, 2003: Series A, 3,000,000; Series B, 2,250,053; Series C, 7,415,206,
Series D, 10,028,905; Series E, 2,482,726

Common Stockholders' Deficil:
Common stock, no par value, 50,000,000 shares authorized, 10,315,311
and 10,239,210 shares jssued and outstanding, respectively
Additional paid-in-capital
Naotes recetvable from sale of stock
Accumulated deficit
Total common stockholders' deficit

Tota! liabilities and stockholders' equity

See notes to consolidated financial statements.

2.

2004 2003
§ 3,110 s 8531
1,142 1,345
1,880 1,735
1,125 1,125
656 484
7913 13,220
45,254 33,372
3,801 2,663
1,056 1,105
4,421 1,087
§ 62,445 § 51,447
§ 7416 § 4,656
8,016 6,318
7455 4,482
1,616 3,460
2,043 2,664
26,546 21,580
1,045 1,143
3,250 5,000
1,564 2,090
3,509 3,327
49,573 49,573
101 100
11,054 10,923
. (110)
(34,197 (42,179)
(23,042) (31,266)
§ 62445 $ 51,447




JAMBA JUICE COMPANY

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED JUNE 30, 2004, 2003 AND 2002

(in thousands)

REVENUES:

Company stores
Franchise revenue,
Total revenue

OPERATING EXPENSES:
Cost of sales and related occupancy c0sts
Store operating expense
Other operating expense
Depreciation and amortization
General and administrative expense
Store pre-opening expense
Asset impairment and loss on disposals
Legal costs
Total expenses

INCOME FROM OPERATIONS
Interest expense, net

NET INCOME BEFORE INCOME TAX
Income tax expense / (benefit)
Deferred income tax benefit

Income tax expense

NET INCOME

2004

2003

165,856 129,960
8,933 6,025
174,789 135,985
55,037 44,037
71,733 54,416
6,167 4,152
7,592 7,442
22,583 17,616
1,767 684
1,552 1,615
(36) 5,084
166,395 135,045
8,394 940
484 317
7,910 623
(71) 622
- (1,125)
(70 (503)
7,982 1,126

These interim unaudited financial statements are intended solely for Jamba Juice Company shareholders,

Company.

option holders and lenders and may not be reproduced without the written permission of Jamba Juice



JAMBA JUICE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2004, 2003 AND 2002

2004 2003 2002

Cash flows from operating activities:

Net income (loss) b3 7,982 § 1,127 § 2,120
Adjustments to reconcile net income (loss) to net cash

provided by operating activities:

Depreciation and amortization 7,592 7,442 6,706
Loss on asset impairment, store closures and disposals 1,536 1,615 701
Defetred rent 190 194 614
Deferred income taxes - (1,125) -
Changes in operating assets and liabilities:
Notes and accounts receivable, net of allowance 203 (575) (20)
Inventories (92) (602) 130
Prepaid expenses and other current assets (172) 63 (352)
Other long-term assets (5,286) {125) 226
Accounts payable 2,760 (60) 555
Accrued compensation and benefits 1,698 82 1,910
Accrued store value cards 2,973 1,656 1,036
Litigation settlement payable (3,326) 4,550 -
Accrued expenses and other liabilities (177 278 (351)
Deferred franchise revenues 56 (3 (57}
Net cash provided by operating activities 15,338 14,446 13,218
Cash fiows from investing activities:
Capital expenditures {19,226) {10,098) (4,485}
Cash paid in acquisitions 13 (922) {640)
Proceeds from sale of stores \ - - 278
Net cash used in investing activities (19,213) {11,020) {4,847)
Cash flows from financing activities:
Net proceeds from preferred stock offering - - 4,623
Proceeds from exercise of stock options and other 242 276 153
Borrowings on debt facilities 4,500 - -
Payments on notes and capital lease obligations (6,288) (634) {11,669)
Net cash provided by (used in) financing activities (1,546) (358) (6,893)
Increase in cash and cash equivalents {5,421) 3,068 1,478
Cash and cash equivalents, beginning of year 8,531 5,463 3,985

Cash and cash equivalents, end of year s 3110 § 8531 § 5,463
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders
Jamba Juice Company and Subsidiary

We have audited the accompanying consolidated balance sheets of Jamba Juice Company and subsidiary as of
June 25, 2002 and June 26, 2001 and the related consolidated statements of operations, common stockholders’
deficit, and cash flows for each of the three fiscal years in the period ended June 25, 2002. These
consolidated financial statements are the responsibility of the Company’s management. Our responsibility is

to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of Jamba Juice Company and subsidiary as of June 25, 2002 and June 26, 2001 and the results of
their operations and their cash flows for cach of the three fiscal years in the period ended June 25, 2002 in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 17 to the financial statements, the Company 1s 2 defendant in litigation with its landlord

regarding a lease dispute on its corporate headquarters, certain employees regarding overtime wages and
certain franchisees on other issues.

September 13, 2002

Tohmatsu
onmaisy



JAMBA JUICE COMPANY AND SUBSIDIARY

CONSOLIDATED BALANCE SHEETS
JUNE 25, 2002 AND JUNE 26, 2001 {in thousands, except share data)

ASSETS

CURRENT ASSETS:
Cash
Notes and accounts receivable, net of allowances
of $1,187 and $965, respectively
Inventories
Prepaid expenses and other current assets

Tota! current assets

PROPERTY, FIXTURES AND EQUIPMENT, Net
GOODWILL, Net
OTHER LONG-TERM ASSETS, Net

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' DEFICIT

CURRENT LIABILITIES:
Accounts payabie
Accrued expenses
Current portion of convertible and other notes payable
Current portion of capital lease obligations
Current portion of deferred franchise revenues

e

Total current liabilities

CAPITAL LEASE OBLIGATIONS

DEFERRED FRANCHISE REVENUES

NOTESPAYABLE

DEFERRED RENT AND OTHER LONG-TERM LIABILITIES
COMMITMENTS AND CONTINGENCIES

CONVERTIBLE REDEEMABLE PREFERRED STOCK -
No par value, 30,000,000 shares authorized, redeemable beginning
Seplember 1, 2003 (See Note 12). Redemption value at June 25, 2002 is $52,238:
Shares issued and outstanding at June 25, 2002: Series A, 3,000,000
Series B, 2,250,053; Series C, 7.4 15,206; Series D, 10,028,905; Series E, 2,482,726

COMMON STOCKHOLDERS' DEFICIT:
Common stock, no par vajue, 50,000,000 shares authorized, 10,025,374
and 9,947,315 shares issued and outstanding, respectively
Additional paid-in-capital
MNotes receivable from sale of stock
Accumulated deficit

Totsl common stockholders' deficit
TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT

See notes (0 consolidated financial statements.

2002 2001
§ 5463 § 3985
1,273 1,237
1,127 1,254
477 128
8,340 6,604
31,817 34,387
2,265 1,991
2,069 2,376

$ 44,491  § 45358
§ 4716 $ 3,868
12,073 9,508
99 863

134 1,328

247 202
17,269 15,769

- 107
1,405 1,462
5,556 15,154
3,175 2,685
49,573 45918
98 97
10,833 9,713
(112) (121)
(43,306) _ (45426)
(32,487) (35737
§ 44491  § 45358




JAMBA JUICE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF OPERATI
FISCAL YEARS ENDED JUNE 25, 2002, JUNE
(In thousands, except earnings {loss) per share)

ONS
26, 2001 AND JUNE 27, 2000

REVENUES:

Company stores
Other 1evenue

Total revenue

EXPENSES:
Cost of sales and related occupancy costs
Store operating expense
Other operating expense
Depreciation and amortization
General and administrative expense
Store pre-Opening expense
Asset impairment and (gain)/loss on disposals
Integration costs

Total expenses

INCOME (LOSS) FROM OPERATIONS
INTEREST EXPENSE, Net

INCOME (LOSS) BEFORE INCOME TAXES
INCOME TAX EXPENSE

NET INCOME (LOSS)

See notes to consolidated financial statements.

2002 2001 2000
$117,550  §110,152  $93,206
3,661 3,690 3,687
121,211 113,842 96,893
41,263 41,078 16,957
46,610 44 449 34,505
4309 6,018 5,023
6,706 8,630 7,236
17,739 14,327 10,148
605 855 1,071

701 20,050 (540)

900

71117,933 135,407 95,300
3,278 (21,565) 1,593
1,121 2,037 1,548
2,157 (23,602) 45
37 6 4

$ 2120 $(23608) $ 4l




JAMBA JUICE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMMON STOCKHOLDERS' DEFICIT
FISCAL YEARS ENDED JUNE 23, 2002, JUNE 26, 2001 AND JUNE 27,2000

(In thousands, except share data)

BALANCE, June 29, 1999

Issuance of common stotk

Warrants issued

Payments on notes teceivable from stock sales
Net income

BALANCE, June 27, 2000

Issuance of common stock

Warrants issued

Payments on notes receivable from stock sales
Net loss

BALANCE, June 26, 2001

Issuance of common stock

Warrants issued

Payments on notes receivable from stock sales
Other

Net income
BALANCE, June 25, 2002

See notes to consolidated financial statements.

Additional
Common Stock Paid-in
Shares Amount  Capital
8,253,414 $ 80 5 8,857
953,049 9 297
114
9,206,463 89 9,268
740,852 3 298
147
9,947,313 97 9,713
78,059 1 73
968
L‘
79
10,025,374 § 98 $10,833

Notes
Raceivable
from Stock

Sales

$ (135)

-]
o~
—
—
¥
St

|



JAMBA JUICE COMPANY AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS

FISCAL YEARS ENDED JUNE 25, 2002, JUNE 26, 2001 AND JUNE 27, 2000 (In thousands)

CASH FLOWS FROM OPERATING ACT. IVITIES:

Net income (loss)

Adjustments to reconcile net incame {loss) to net
cash provided by operating activities:
Depreciation and amortization
Asset impairment and (gain) loss on disposals
Deferred rents
Changes in assels znd liabilities:

Notes and accounts receivable, net of allowance
Inventories

Prepaid expenses and other current assets

Othier Jong-term assets

Accounts payable

Accrued expenses

Deferred franchise revenues

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACT IVITIES:
Capital expenditures
Net cash received (paid) in acquisitions
Proceeds from sale of stores and other

Net cash used in investing activitics

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from preferred stack offering
Proceeds from exercise of stock options and other
Borrowings on debt facilitics
Payments on notes and capital lease obligations

Net cash provided by (used in) financing activities

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, Beginning of year

CASH AND CASH EQUIVALENTS, End of year

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for interest, net
Income taxes (received) paid, net

Investing and financing non-cash transactions:
Debt assumed in connection with acquisitions
Capital lease obligations
Lease acquisition obligations
Warrents issued in connection with acquisitions

See notes to consoii@aicd financial statements.

2002 2001 2000
$ 2,120 5(23.608) § 41
6,706 8,630 7,236
701 20,050 (540)
614 311 47
(20) 484 (779)
130 (139) (126)
(352) 283 76
316 473 (1,617
555 {1,230) 2,201
2,551 3,364 (1,936)
(13) (198) (246)
13,308 8,420 4,297
(4,575) (6,636)  (11,881)
. (640) (514) 4
. 278 800
(4,937) (7,150)  (1,077)
4,623
153 305 306
7,500 15,500
(11,669) (6,094)  (12,016)
(6,393) 1,711 3,790
1,478 2,981 (2,990)
3,985 1,004 3,994
§ 5463 § 3985 § 1,004
$ 1212 & 1980 5 1,523
35 (59) 50
100 740
125
306
147 114



JAMBA JUICE COMPANY AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FISCAL YEARS ENDED JUNE 30, 2002, 2001 AND 2000

DESCRIPTION OF THE COMPANY AND ITS BUSINESS

Business - Jamba Juice Company and subsidiary (the *Company") operate fresh juice and smoothie
stores which offer a wide variety of fresh blended-to-erder smoothies, fresh squeezed juices, baked
goods and snacks. At June 30, 2002 the Company operated 179 stores, franchisees and licensees
operated 150 stotes and 18 stores operated as joint ventures. Stores operate primarily in the western
United States. The Company began operations in July 1991

Fiscal Year End - The Company’s fiscal year consists of 52 weeks and ends on the Tuesday preceding
June 30. For convenience, all references herein to years are stated as years ended June 30.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The consolidated financial statements include the accounts of Jamba Juice
Company and its wholly owned subsidiary, Zuka Juice, Inc. All significant intercompany balances and
transactions have been climinated.

Ceriain Significant Estimates, Risks and Uncertainties - Tht preparation of consolidated financial
statemenis in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses and disclosure of contingent assels and liabilities at the date of the
consolidated financial statements. Actual results could differ from those estimated.

Concerntration - One supplier provides for 86%, 70% and 76% of product included in cost of sales for
fiscal years 2002, 2001 and 2000, respectively. The Company is dependent on this supplier. If this
supplier had operational problems or ceased making product available to the Company, operations
could be adversely affected.

Inventories - Inventories are stated at the lower of cost (first-in, first-out method) or market.

Property, fixtures and equipment - Property, fixtures and equipment are stated at cost jess accumulated
depreciation and amortization. The cost of fixtures and cquipment held under capital leases is generally
equal to the net present value of the minimum lease payments. Depreciation of property, fixtures and
equipment, which includes depreciation of assets under capital leases, is calculated using the straight-
line method over the estimated useful life of the asset generally ranging from five to seven years.
Leasehold improvements are amortized over the shorter of their estimated useful lives or the related
lease terrn, which is generally ten years.

Goodwill - Goodwill resulting from business acquisitions represents the excess purchase price paid over
net assets of businesses acquired and is amortized on a straight-line basis over the periods of expected
benefit, which range from 5 to 20 years. Accurnulated amortization was $2,064,000 and $1,801,000 as
of June 30, 2002 and 2001, respectively. Amortization expense was $263,000, $875,000 and $712,000
in 2002, 2001 and 2000, respectively.



Impairment of Long-Lived Assets - Asset impairments are recorded when the carrying value of assets
are not recoverable. For purposes of recognizing and measuring impairment of long-lived assets, the
Company categorizes assets of operating stores as "Assels to be Held and Used” and assets of stores
that have been closed as “Assels to be Disposed Qf". The Company evaluates assets at the store level
because this is the lowest level of identifiable cash flows ascertainable to evaluate impairment.  Assels
being tested for recoverability at the store level include tangible long-lived assets, identifiable
intangibles and allocable goodwill that arose in purchase business combinations.

The Company reviews long-lived assets to be held and used for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable. If the sum of the
undiscounted expected future cash flows is less than the carrying amount of the asset, the Company
recognizes an impairment loss. Impairment losses are measured as the amount by which the carrying
amount of assets exceeds the fair value of the asset. When fair values are not available, the Company
estimates fair value using the expected future cash flows discounted at a rate commensurate with the
risks associated with the recovery of the asset.

Other Long-Term Assets, Net - Other long-term assets, nct include lease rights of $818,000 and
$906,000 as of June 30, 2002 and 2001, respectively. Lease rights represent payments made to lessors
{o secure retail locations and are amortized on 2 straight-line basis over the initial lease term.
Accumulated amortization was $667,000 and $589,000 as of June 30, 2002 and 2001, respectively.

Deferred rent - The Company’s Jease agreements generally provide for scheduled rent increases during
the lease terms, or for rental payments commencing at a date other than the date of initial occupancy.
Rent expense is recognized on a straight-line basis over the: respective terms of the leases. The
difference between the amount charged to operations and cash paid under the leases is recorded as
deferred rent.

Construction allowance - The Company receives construction allowances from landlords, which are
deferred and amortized on a straight-line basis over the life of the lease as a reduction of rent expense.
Construction allowances are recorded in deferred rent and other long-term liabilities.

Mezzanine Eguity - Convertible redeemable preferred stock is presenled as mezzanine equity in the
consolidated balance sheet in accordance with the rules and regulations of the Securities and Exchange
Commission.

Revenue Recognition - Revenue from Company stores is recognized when product is sold. Generally,
franchise royalties, determined as a percenlage of sales, are recognized in the same year that related
franchise store revenue is generated. If collection is doubtful, a receivable and an allowance are
vecorded without any revenue recognition. If collected, revenue is recognized at the time of collection.
Initial franchise fees are recognized as income when substantialty all of the initial services of the
franchisor required by the franchise agreement have been performed and no other material conditions or
obligations related to the determination of substantial performance exist. Area development fees are
recognized ratably as the franchise stores open.

Advertising Costs - Advertising costs are expensed as incurred and were $2,897,000, $4,083,000 and
$3,559,000 in fiscal years 2002, 2001 and 2000, respectively.

Store Pre-Opening Expenses - Costs incurted in connection with start-up and promotion of new store
openings are expensed as incurred.



