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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended October 4, 2011

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to             

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

of incorporation)

(Commission

File No.)

(I.R.S. Employer

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

(Address of principal executive offices)

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

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  x    No  ¨

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

Large accelerated filer ¨ Accelerated filer x

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares of common stock of Jamba, Inc. issued and outstanding as of November 2, 2011 was 67,093,839
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PART I - FINANCIAL INFORMATION

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

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

(Dollars in thousands, except share and per share amounts)
October 4,

2011
December 28,

2010
ASSETS
Current assets:
Cash and cash equivalents $ 24,820 $ 29,024
Restricted cash 1,428 1,620
Receivables, net of allowances of $228 and $200 7,786 6,377
Inventories 2,730 2,486
Prepaid rent 2,673 508
Prepaid and refundable taxes 786 539
Prepaid expenses and other current assets 882 5,481

Total current assets 41,105 46,035
Property, fixtures and equipment, net 46,172 49,215
Trademarks and other intangible assets, net 1,153 1,341
Restricted cash �  205
Deferred income taxes �  40
Other long-term assets 2,671 3,218

Total assets $ 91,101 $ 100,054

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 5,646 $ 6,851
Accrued compensation and benefits 5,264 6,161
Workers� compensation and health insurance reserves 1,137 1,140
Accrued jambacard liability 24,717 29,756
Other current liabilities 10,675 12,622

Total current liabilities 47,439 56,530
Long-term workers� compensation and health insurance reserves �  166
Deferred rent and other long-term liabilities 13,861 15,416

Total liabilities 61,300 72,112

Commitments and contingencies (Note 9)
Series B redeemable preferred stock, $.001 par value, 304,348 shares authorized; 168,389 and 197,485 shares
issued and outstanding at October 4, 2011 and December 28, 2010, respectively 17,795 20,554
Stockholders� equity:
Common stock, $.001 par value, 150,000,000 shares authorized; 67,093,839 and 63,734,961 shares issued and
outstanding at October 4, 2011 and December 28, 2010, respectively 68 64
Additional paid-in capital 368,894 365,817
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Accumulated deficit (356,956) (358,493) 

Total stockholders� equity 12,006 7,388

Total liabilities and stockholders� equity $ 91,101 $ 100,054

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

12 Week Period Ended 40 Week Period Ended

(Dollars in thousands, except share and per share amounts)
October 4,

2011
October 5,

2010
October 4,

2011
October 5,

2010
Revenue:
Company stores $ 54,102 $ 63,922 $ 173,274 $ 214,642
Franchise and other revenue 2,976 2,167 8,834 5,948

Total revenue 57,078 66,089 182,108 220,590

Costs and operating expenses:
Cost of sales 11,808 15,042 39,828 51,279
Labor 14,565 19,665 53,139 68,759
Occupancy 6,802 8,564 23,707 30,890
Store operating 8,539 9,461 25,728 30,319
Depreciation and amortization 2,805 3,085 9,621 11,509
General and administrative 7,398 8,087 25,881 28,325
Impairment of long-lived assets 312 �  1,214 2,293
Other operating, net 924 2,655 1,503 1,081

Total costs and operating expenses 53,153 66,559 180,621 224,455

Income (loss) from operations 3,925 (470) 1,487 (3,865) 

Other expense, net:
Interest income 99 21 126 59
Interest expense (117) (145) (456) (434) 

Total other expense, net (18) (124) (330) (375) 

Income (loss) before income taxes 3,907 (594) 1,157 (4,240) 
Income tax benefit (expense) 217 (174) 380 (200) 

Net income (loss) 4,124 (768) 1,537 (4,440) 

Preferred stock dividends and deemed dividends (489) (659) (1,854) (3,122) 

Net income available (loss attributable) to common stockholders $ 3,635 $ (1,427) $ (317) $ (7,562) 

Weighted-average shares used in the computation of earnings (loss) per
share:
Basic 67,042,745 59,632,944 66,024,576 57,367,985
Diluted 85,196,847 59,632,944 66,024,576 57,367,985
Earnings (loss) per share:
Basic $ 0.05 $ (0.02) $ (0.00) $ (0.13) 
Diluted $ 0.05 $ (0.02) $ (0.00) $ (0.13) 

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

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

(Unaudited)

Common Stock Additional
Paid-In
Capital

Accumulated
Deficit

Stockholders�
Equity(Dollars in thousands, except share amounts) Shares Amount

40 week period ended October 5, 2010
Balance as of December 29, 2009 52,712,528 $ 53 $ 356,320 $ (341,837) $ 14,536
Share-based compensation expense �  �  1,040 �  1,040
Issuance of common stock pursuant to stock plans

269,958 �  

sending
statements
of activity
to each
participant;

· purchasing and selling, on your behalf, all common stock under the plan; and

· the performance of other duties relating to the plan.

Holding Shares. If you purchase shares through optional cash payments and do not choose to have the dividends that
are paid with respect to these shares reinvested, you must indicate that the shares are not to be reinvested and request a
stock certificate. The plan administrator will hold any shares you choose to enroll in the dividend reinvestment
program and will register them in the plan administrator’s name (or that of its nominee) as your agent.

Receipt of Dividends. As record holder for the plan shares, the plan administrator will credit the dividends accrued on
your plan shares as of the dividend record date to your plan account on the basis of whole or fractional plan shares
held in such account and will automatically reinvest such dividends in additional common stock. Any remaining
portion of cash dividends not designated for reinvestment will be sent to you.

Other Responsibilities. The plan administrator also acts as dividend disbursing agent, transfer agent and registrar for
our common stock. If the plan administrator resigns or otherwise ceases to act as plan administrator, we will appoint a
new plan administrator to administer the plan.

7. How do I contact the plan administrator?

You should send all transaction requests to the administrator at:

American Stock Transfer & Trust Company
Wall Street Station
P.O. Box 922
New York, New York 10269-0560

You should send all correspondence to the administrator at:

American Stock Transfer & Trust Company
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59 Maiden Lane
New York, New York 10038

Please mention Capital Lease Funding, Inc. and this plan in all correspondence. In addition, you may call the plan
administrator at 866-706-0513 or contact the plan administrator via the Internet at www.amstock.com.

PARTICIPATION

For purposes of this section, responses are generally directed (a) to existing stockholders according to the method by
which their shares are held, or (b) to investors who are not currently stockholders but would like to make an initial
purchase of common stock to become a participant.

Existing stockholders are either “record owners” or “beneficial owners.” You are a record owner if you own common
stock in your own name. You are a beneficial owner if you own common stock that is registered in a name other than
your own name (for example, the shares are held in the name of a broker, bank or other nominee). A record owner
may participate directly in the plan. If you are a beneficial owner, however, you will either have to become a record
owner by having one or more shares transferred into your name or coordinate your participation through the broker,
bank or other nominee in whose name your shares are held.

8
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8. Who is eligible to participate?

The following persons are eligible to participate in the plan:

Record Owners. All record owners (stockholders whose shares are held in their name on the records kept by our
transfer agent) of common stock are eligible to participate directly in this plan.

Beneficial Owners. Beneficial owners (stockholders whose shares are held in the name of a broker, bank or other
nominee on the records kept by our transfer agent) of common stock may participate in two ways. A beneficial owner
may participate directly by becoming a record owner by having one or more shares transferred into his or her name
from that of the applicable broker, bank or other nominee. Alternatively, a beneficial owner may seek to arrange with
the broker, bank or other nominee that is the record owner of his or her shares to participate on the beneficial owner’s
behalf.

Non-Stockholders. Individuals who do not presently own any common stock (as either a record owner or beneficial
owner) may participate in the plan by making an initial cash purchase of common stock through the plan’s stock
purchase program.

9. Are there limitations on participation in the plan other than those described above?

Foreign Law Restrictions. You may not participate in the plan if it would be unlawful for you to do so in the
jurisdiction where you are a citizen or reside. If you are a citizen or resident of a country other than the United States,
you should confirm that by participating in the plan you will not violate local laws governing, among other things,
taxes, currency and exchange controls, stock registration and foreign investments.

REIT Qualification Restrictions. In order for us to maintain our qualification as a REIT, not more than 50% in value
of any class or series of our outstanding capital stock may be owned, directly or indirectly, by five or fewer
individuals (as defined in the Internal Revenue Code to include certain entities). We may terminate, by written notice
at any time, any participant’s individual participation in the plan if such participation would be in violation of the
restrictions contained in our Charter or Bylaws, as amended from time to time. These restrictions prohibit any
stockholder, directly or indirectly, from beneficially owning more than 9.9% in value or in number, whichever is more
restrictive, of our outstanding capital stock. Any attempted transfer or acquisition of capital stock that would create a
direct or indirect ownership of capital stock in excess of this limit or otherwise result in our disqualification as a REIT
will be null and void. Our Charter provides that capital stock subject to this limitation is subject to various rights that
we have to enforce this limitation, including conversion of the shares into nonvoting stock and transfer to a trust. This
summary of the ownership limitation is qualified in its entirety by reference to our Charter. We reserve the right to
invalidate any purchases made under the plan that we determine, in our sole discretion, may violate the 9.9%
ownership limit. Any grant of a request for waiver of the maximum monthly optional cash purchase will not be
deemed to be a waiver of such ownership limits.

Exclusion from Plan for Short-Term Trading or Other Practices. You should not use the plan to engage in
short-term trading activities that could change the normal trading volume of the common stock. If you do engage in
short-term trading activities, we may prevent you from participating in the plan. We reserve the right to modify,
suspend or terminate participation in the plan, by otherwise eligible holders of common stock, in order to eliminate
practices which we determine, in our sole discretion, are not consistent with the purposes or operation of the plan or
which may adversely affect the price of the common stock.

Restrictions at Our Discretion. In addition to the restrictions described above, we reserve the right to prevent you
from participating in the plan for any other reason. We have the sole discretion to exclude you from or terminate your
participation in the plan.
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10. How do I enroll in the plan?

Record Owners. Record owners may join the plan by completing and signing an authorization form (see Question 12)
and returning it to the plan administrator, or by following the enrollment procedures specified on the plan
administrator’s website at www.amstock.com. Authorization forms may be obtained at any time by written request, by
contacting the plan administrator at the address and telephone number provided in Question 7, or via the Internet at
the plan administrator’s website at www.amstock.com.

Beneficial Owners. A beneficial owner may request that the number of shares the beneficial owner wishes to be
enrolled in the plan be registered by the broker, bank or other nominee in the beneficial owner’s own name as record
owner in order to participate directly in the plan. Alternatively, beneficial owners who wish to join the plan may
instruct their broker, bank or other nominee to arrange participation in the plan on the beneficial owner’s behalf. The
broker, bank or other nominee should then make arrangements with its securities depository, and the securities
depository will provide the plan administrator with the information necessary to allow the beneficial owner to
participate in the plan.

To facilitate participation by beneficial owners, we have made arrangements with the plan administrator to reinvest
dividends and accept optional cash payments under the stock purchase program by record holders such as brokers,
banks and other nominees, on behalf of beneficial owners. If you are an interested beneficial owner, be sure that your
broker, bank or other nominee passes along the proceeds of any applicable discount to your account.

Alternatively, a beneficial owner may simply request that the number of shares the beneficial owner wishes to be
enrolled in the plan be reregistered by the broker, bank or other nominee in the beneficial owner’s own name as record
owner in order to participate directly in the plan.

Non-Stockholders. A non-stockholder may join the plan as a record owner by making an initial investment in an
amount of at least $100 and up to a maximum of $10,000 (unless we specifically waive the maximum limit). The
non-stockholder should complete the portions of the authorization form for a non-stockholder wishing to become a
participant and should designate the amount of the initial purchase of common stock. At the same time, the new
participant may designate all or none of the purchased shares to be enrolled in the dividend reinvestment program. The
authorization form should be returned to the plan administrator, with payment, on or before the applicable dates
described in Question 11. The non-stockholder may also follow the enrollment procedures specified on the plan
administrator’s website at www.amstock.com to join the plan. Online enrollment should be completed on or before the
applicable dates described in Question 11.

Optional Cash Payments through Automatic Deductions. You may elect to have optional cash payments made
through electronic fund transfers by completing an automatic cash investment application, which is available from the
plan administrator at the address and telephone number provided in Question 7, or by logging on to
www.amstock.com, and providing both your bank account number and your bank’s routing number. The automatic
cash investment application must be accompanied by a voided bank check or deposit slip for the account from which
you authorize the plan administrator to draw the funds. Once the application is received and processed (which
normally takes approximately two (2) business days), funds will automatically be deducted from the designated
account on the tenth (10th) business day prior to each investment date and will be invested on such investment date. In
addition, you can also choose to invest monthly through automatic deductions. Automatic deductions are subject to
the same monthly dollar maximum and minimum as other optional cash payments.

11. When will my participation in the plan begin?

If you are a current stockholder and your authorization form (see Question 12) is received by the plan administrator by
the record date established for a particular dividend, reinvestment will commence with that dividend. If your
authorization form is received after the record date established for a particular dividend, reinvestment will begin on
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the dividend payment date following the next record date if you are, or your broker, bank or other nominee is, still a
record owner. Additionally, if you have submitted your authorization form and thus are enrolled in the plan and you
wish to make optional cash payments to purchase shares under the stock purchase program, the plan administrator
must receive full payment by two (2) business days before the relevant investment date.

In the case of current non-stockholders making an initial investment, both the authorization form and full payment of
their designated initial investment must be received by three (3) business days before the relevant investment date.
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Once you enroll in the plan, you will remain enrolled in the plan until you withdraw from the plan, we
terminate your participation in the plan or we terminate the plan.

12. What does the authorization form provide?

The authorization form appoints the plan administrator as your agent and directs us to pay to the plan administrator,
on the applicable record date, the cash dividends on your common stock that are enrolled in the dividend reinvestment
program, including all whole and fractional shares of common stock that are subsequently credited to your plan
account, as they are added with each reinvestment or optional cash purchase designated for reinvestment. These cash
dividends with respect to shares enrolled in the dividend reinvestment program will be automatically reinvested by the
plan administrator in common stock. Any remaining cash dividends with respect to shares not enrolled in the dividend
reinvestment program will be paid directly to you.

Additionally, the authorization form directs the plan administrator to purchase common stock with your optional cash
payments, if any, and whether to enroll all or none of such purchased shares in the dividend reinvestment program.

The authorization form provides for the purchase of initial or additional common stock through the following
investment options:

·“Full Dividend Reinvestment” — This option directs the administrator to reinvest cash dividends on all of the shares of
common stock owned by you then or in the future into additional shares of common stock. This option also permits
you to make optional cash payments from $100 to $10,000 per month to buy additional shares of common stock.

·“Partial Dividend Reinvestment”— This option directs the administrator to reinvest cash dividends paid on a specified
number of shares of common stock owned by you into additional shares of common stock. We will continue to pay
you cash dividends in the normal way on shares that you own for which you do not elect dividend reinvestment,
when and if such dividends are declared by our board of directors. This option also permits you to make optional cash
payments from $100 to $10,000 per month to buy additional shares of common stock.

·“Optional Cash Payments Only” — This option permits you to make optional cash investments from $100 to $10,000 per
month to buy additional shares of common stock. We will continue to pay cash dividends, when and if declared by
our board of directors, on the shares of common stock owned by you then or in the future, unless you designate the
shares for reinvestment pursuant to the plan.

Unless you designate all or none of your new plan shares for enrollment in the dividend reinvestment program,
you will be enrolled as having selected the full dividend reinvestment option. In addition, if you return a
properly executed authorization form to the plan administrator without electing an investment option, you will
be enrolled as having selected the full dividend reinvestment option.

You may select any one of the options desired, and the designated options will remain in effect until you specify
otherwise by indicating a different option on a new authorization form, by withdrawing some or all shares from the
plan in favor of receiving cash dividends or in order to sell your common stock, or until the plan is terminated.

13. What does the plan administrator’s website provide?

Instead of submitting an authorization form (see Question 12), you can participate in the plan by accessing the plan
administrator’s website at www.amstock.com. You may do the following online:

· enroll or terminate your participation in the plan;

· make initial and additional purchases of common stock;
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· sell shares of common stock;
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· request a stock certificate for non-fractional shares of common stock held in your plan account; and

· view your account history and balances.

PURCHASES AND PRICES OF SHARES

14. How does the stock purchase program work?

All current record owners and non-stockholders who have timely submitted signed authorization forms or online
requests via www.amstock.com indicating their intention to participate in this program of the plan, and beneficial
owners whose brokers, banks or other nominees have timely submitted authorization forms or online requests via
www.amstock.com indicating their intention to participate in this program are eligible to make optional cash payments
during any month, whether or not a dividend is declared. Each month the plan administrator will apply any optional
cash payment received from a participant by the deadline described below to the purchase of additional common stock
for the account of the participant on the following investment date and will enroll all such shares in the dividend
reinvestment program unless the participant requests that such shares not be subject to the dividend reinvestment
program.

Deadline for Submitting Optional Cash Payments. Optional cash payments will be invested every month on the
related investment date, which will generally be the 15th of each month or, if such date is not a business day, the first
business day thereafter (See Question 18). The deadline for submitting optional cash payments is two (2) business
days prior to the relevant investment date.

Each month the plan administrator will apply an optional cash payment for which funds are timely received to the
purchase of common stock for your account on the next investment date. In order for funds to be invested on the next
investment date, the plan administrator must have received a check or money order by the deadline for submitting
optional cash payments. Checks and money orders are accepted subject to timely collection as funds and verification
of compliance with the terms of the plan. Checks or money orders should be made payable to “American Stock
Transfer & Trust Company — Capital Lease Funding, Inc. DRSPP.” Checks returned for any reason will not be
resubmitted for collection. The administrator reserves the right to sell any shares that have been purchased for your
account to recover the amount of a returned check. In addition, the administrator may have to sell additional shares
from your account if the sale of the shares purchased in your account is not sufficient to cover the returned check.
Additionally, shares will be sold from a participant’s account to offset a $25 returned check fee.

No Interest on Optional Cash Payments. No interest will be paid by us or the plan administrator on optional cash
payments pending investment. Since no interest is paid on cash held by the plan administrator, it normally will be in
your best interest to defer optional cash payments until shortly before the deadline described above. Generally,
optional cash payments received after the deadline will be held by the plan administrator and invested on the next
investment date.

Refunds of Uninvested Optional Cash Payments. Upon written request to the plan administrator received at least five
(5) business days prior to the deadline for submitting optional cash payments for the investment date with respect to
which optional cash payments have been delivered to the plan administrator, your optional cash payments will be
returned to you as soon as practicable. Requests received less than five (5) business days prior to such date will not be
returned but instead will be held by the plan administrator and invested on the next investment date.

Additionally, optional cash payments will be returned by check, without interest, as soon as practicable after the
applicable period in which the price of the common stock is determined if the minimum Market Price, if any,
applicable to optional cash payments made pursuant to requests for waiver of the maximum limit on optional cash
payments shall not have been met. (See Question 20.)
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Also, each optional cash payment, to the extent that it does not conform to the limitations described in Question 19
will be subject to return to you, without interest, as soon as practicable.

15. What will be the price of shares purchased under the plan?

Purchase Price and Discounts. The purchase price of common stock under the plan depends on whether we issue
new shares to you or the plan obtains your shares by purchasing them in the open market, and whether any discount is
being offered by us at the time of the applicable common stock purchase.
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With respect to reinvested dividends and optional cash payments of $10,000 or less, we are currently offering a 2%
discount off of the Market Price (as determined below), but that discount may not exceed 5% of the average of the
high and low sales prices on the applicable investment date. As such, the purchase price for common stock that the
plan administrator purchases directly from us at this time generally will be 98% of the Market Price of the common
stock. The discount from the Market Price for common stock that the plan administrator purchases directly from us
may be changed or eliminated by us from time to time, provided that in no event will the discount exceed 5% of the
average of the high and low sales prices on the applicable investment date. If you are a participant in the plan, you will
be provided with at least thirty (30) days’ prior written notice of any change in this discount.

With respect to reinvested dividends and optional cash payments of $10,000 or less, the purchase price for common
stock that the plan administrator purchases from parties other than us, either in the open market or in privately
negotiated transactions, will be 100% of the “average price per share” actually paid by the plan administrator, excluding
any brokerage commissions. We are not required to provide any written notice to you as to the source of the common
stock to be purchased under the plan.

With respect to optional cash payments greater than $10,000, the purchase price for common stock that the plan
administrator purchases directly from us will be the Market Price of the common stock less any discount that we may
elect to offer, provided that in no event will the discount exceed 5% of the average of the high and low sales prices on
the applicable investment date. The Market Price for optional cash payments in excess of $10,000 is determined in the
same manner as for optional cash payments of less than $10,000, except that we may set a minimum price that the
Market Price must equal or exceed. We will refund the investment if the Market Price does not equal or exceed the
minimum price. We will set the minimum price and any applicable discount, if any, at least four (4) business days
before the first day of the applicable five-day pricing period. Written notice of the minimum price and the applicable
discount, if any, at any time will not be provided to you. You must call us to obtain the minimum price and applicable
discount, if any. (See Question 20.)

With respect to optional cash payments greater than $10,000, the purchase price for common stock that the plan
administrator purchases from parties other than us, either in the open market or in privately negotiated transactions,
will be 100% of the average price per share actually paid by the plan administrator, excluding any brokerage
commissions.

Optional cash investments of less than $100 and that portion of any optional cash investment in excess of the
maximum monthly purchase limit of $10,000, unless we have waived such maximum limit, will be returned to you
without interest.

Each of the discounts, if any, is subject to change from time to time (but will not exceed 5% of the average of the high
and low sales prices of our common stock on the applicable investment date) and is also subject to discontinuance at
our discretion at any time based on a number of factors, including current market conditions, the level of participation
in the plan and our current and projected capital needs. Except with respect to the discount applicable to optional cash
payments in excess of the $10,000 limit, we will provide participants with at least thirty (30) days’ prior written notice
of a change in the applicable discount.

Determination of “Market Price” and “Average Price Per Share.” For purposes of the calculation of the purchase price
for shares purchased directly from us, “Market Price” is equal to the average of the daily high and low sales prices,
computed to three decimal places, of the common stock on the New York Stock Exchange or other securities
exchange where the common stock is traded, as reported in The Wall Street Journal, during the five (5) days on which
the New York Stock Exchange or such other securities exchange is open and for which trades in our common stock
are reported immediately preceding the relevant investment date, or, if no trading occurs in our common stock on one
or more of such days, for the five (5) days immediately preceding the investment date for which trades are reported.
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For purposes of the calculation of the purchase price for shares purchased from parties other than us, either on the
open market or in privately negotiated transactions, “average price per share” is equal to the weighted average of the
actual prices paid, computed to three decimal places, for all of the common stock purchased with all participants’
reinvested dividends and optional cash payments for the related month.

Plan Administrator’s Control of Purchase Terms. When open market purchases are made by the plan administrator,
these purchases may be made on any securities exchange where our common stock is traded, in the over-the-counter
market or by negotiated transactions, and may be subject to the terms with respect to price, delivery and other matters
to which the plan administrator agrees. We do not, and you will not, have any authorization or power to direct the time
or price at which shares will be purchased or the selection of the broker or dealer through or from whom purchases are
to be made by the plan administrator. However, when open market purchases are made by the plan administrator, the
plan administrator shall use its best efforts to purchase the shares at the lowest possible price.
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16. How will the number of shares purchased for my account be determined?

Your account will be credited with the number of shares, including fractions computed to three decimal places, equal
to the total amount to be invested on your behalf, divided by the applicable discounted price per share, calculated
pursuant to the methods described above, as applicable.

The total amount to be invested will depend on the amount of any dividends paid on the number of shares you own
and have designated for reinvestment, and the amount of any optional cash payments you have made and available for
investment on the related investment date. Subject to the availability of common stock registered for issuance under
the plan, there is no total maximum number of shares available for issuance pursuant to the reinvestment of dividends.

The amount of reinvested dividends to be invested will be reduced by any amount we are required to deduct for
federal tax withholding purposes. (See Question 29.)

17. What is the source of common stock purchased under the plan?

The plan administrator will purchase common stock either directly from us or from parties other than us, either on the
open market or through privately negotiated transactions, or by a combination of the foregoing. We will determine the
source of the common stock to be purchased under the plan after a review of current market conditions and our current
and projected capital needs. We and the plan administrator are not required to provide any written notice to you as to
the source of the common stock to be purchased under the plan.

18. What are investment dates and when will dividends or other money be invested?

Shares purchased under the plan will be purchased on the “investment date” in each month. The investment date with
respect to the common stock acquired pursuant to dividend reinvestments will be (i) if acquired directly from us, the
quarterly dividend payment date declared by our Board of Directors or (ii) in the case of open market purchases, as
soon as practicable following the date or dates of actual investment. The investment date for shares acquired pursuant
to optional cash payments will be (i) if acquired directly from us, generally the fifteenth (15th) of each month or, if
such date is not a business day, the first business day thereafter or (ii) in the case of open market purchases, as soon as
practicable following the date or dates of actual investment.

For the reinvestment of dividends, the record date is the record date declared by our Board of Directors for that
dividend. Likewise, the dividend payment date declared by the Board of Directors constitutes the investment date. In
the past, record dates for dividends generally have preceded the dividend payment dates by approximately fifteen (15)
days. We historically have paid dividends on or about the fifteenth (15th) day of each January, April, July and October.
We cannot assure you that we will pay dividends according to this schedule in the future, and nothing contained in the
plan obligates us to do so. Neither we nor the plan administrator will be liable when conditions, including compliance
with the rules and regulations of the Securities and Exchange Commission, prevent the plan administrator from buying
common stock or interfere with the timing of purchases. We pay dividends as and when declared by our Board of
Directors. We cannot assure you that we will declare or pay a dividend in the future, and nothing contained in the plan
obligates us to do so. The plan does not represent a guarantee of future dividends.

Shares will be allocated and credited to your plan accounts on the appropriate investment date.

No interest will be paid on cash dividends pending investment or reinvestment under the terms of the plan.

19. What limitations apply to optional cash payments?

For any investment date that you choose to make an optional cash payment, you must invest at least $100 but not
more than $10,000. For purposes of these limitations, all plan accounts under common control, management or
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representation by a broker, bank or other nominee will be aggregated. Optional cash payments of less than $100 and
that portion of any optional cash payment which exceeds the maximum monthly purchase limit of $10,000, unless we
have waived such maximum limit, will be returned to you without interest after the applicable period in which the
price of the common stock is determined.
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20. How do I make optional cash payments over the $10,000 maximum monthly amount?

Request for Waiver. Optional cash payments in excess of $10,000 per month may be made only pursuant to a request
for waiver approved by us. If you wish to submit an optional cash payment in excess of $10,000 for any investment
date, you must obtain our prior written approval, and a copy of such written approval must accompany any such
optional cash payment.

At least four (4) business days prior to the first day of the applicable five-day pricing period, we will determine
whether to establish a minimum price (as described below) and/or a discount applicable to optional cash payments in
excess of the $10,000 maximum. We will make this determination in our discretion after a review of such
considerations as transaction costs, current market conditions, the level of participation in the plan, and current and
projected capital needs. You may ascertain whether a minimum price has been set or waived, and obtain the applicable
discount, for the given month by telephoning our Investor Relations Department at (212) 217-6393.

A request for waiver must then be received by us by facsimile at (212) 217-6301 for that month at least three (3)
business days before the first day of the applicable five-day pricing period (i.e., eight (8) business days before the
relevant investment date). If we grant the waiver, you must submit our written waiver along with payment no later
than the close of business on the last business day immediately preceding the first day of the pricing period. Please
refer to Question 14 for further procedural details with respect to submitting timely payments.

Minimum Price. We may establish, for any period in which the price of the common stock is determined, a minimum
price applicable to optional cash payments made pursuant to requests for waiver of the $10,000 limit on optional cash
payments. We will state any minimum price as a dollar amount that the Market Price as described in Question 15 must
equal or exceed. If the minimum price is not satisfied, optional cash payments made pursuant to a request for waiver
of the $10,000 limit on optional cash payments will be returned to you by check, without interest, as soon as
practicable after the applicable period in which the price of the common stock is determined.

The establishment of a minimum price and the possible return of the investment applies only to optional cash
payments made pursuant to a request for waiver of the $10,000 limit on optional cash payments. Setting a minimum
price for a period will not affect the setting of a minimum price for any subsequent period. We and the plan
administrator are not required to provide any written notice to you as to the minimum price for any period, although
we will respond to your request for that information as described above.

Waiver Discount. Each month we may establish a discount from the Market Price applicable only to optional cash
payments made pursuant to a request for waiver of the $10,000 limit on optional cash payments. This discount may be
between 0% and 5% of the purchase price and may vary each month, but in no event will the discount exceed 5% of
the average of the high and low sales prices of our common stock on the applicable investment date. Once established
for a particular month, this discount will apply uniformly to all optional cash payments made pursuant to an approved
request for waiver of the $10,000 limit on optional cash payments for that month. Setting such a discount for a
particular month will not affect the setting of a discount for any subsequent month. This discount will apply to the
entire optional cash payment and not just to the portion that exceeds $10,000.

The establishment of such a discount applies only to optional cash payments made pursuant to a request for waiver of
the $10,000 limit on optional cash payments. All other optional cash payments will currently be made at the Market
Price subject to any discount offered as described in Question 15 and shall not be subject to any discount established
pursuant to the preceding paragraph.

Our Rights Regarding Approval of Waiver Requests. We have sole discretion whether to grant any approval for
optional cash payments in excess of the allowable maximum amount. In deciding whether to approve your request
for a waiver, we will consider a variety of relevant factors including, but not limited to:

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

Table of Contents 22



· transaction costs;
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·whether, at the time of the request, the plan administrator is acquiring newly issued shares directly from us or
acquiring shares in the open market;

· our need for additional funds;

· the attractiveness of obtaining these additional funds through the sale of common stock as compared to other sources
of funds;

· the purchase price likely to apply;

· the extent and nature of your prior participation in the plan;

· the number of shares of common stock you hold of record or beneficially; and

·the aggregate amount of optional cash payments in excess of $10,000 for which requests for waiver have been
submitted.

If requests for waiver are submitted for any investment date for an aggregate amount in excess of the amount we are
then willing to accept, we may honor these requests in order of receipt, pro rata or by any other method that we
determine to be appropriate. There is no pre-established maximum limit applicable to optional cash payments that may
be made pursuant to approved requests for waiver, except the availability of common stock registered for issuance
pursuant to the plan.

21. Will I incur expenses in connection with my participation under the plan?

You will not pay brokerage commissions or service fees to purchase common stock through the plan. We will pay all
other costs of administration of the plan. However, if you request that the plan administrator sell all or any portion of
your shares, you will incur fees as described under Question 26 below. Additionally, if you elect to send certificates
for any other of our common stock that you own to the plan administrator for safekeeping, you will incur a one-time
fee of $7.50 for this service.

REPORTS TO PARTICIPANTS

22. How will I keep track of my investments?

You will receive a statement of your account following each purchase of additional shares, whether by reinvestment of
dividends or by optional cash payments. This detailed statement will provide you with the following information with
respect to your plan account:

· total number of shares of common stock purchased, including fractional shares;

· price paid per share of common stock;

· date of stock purchases; and

· total number of shares of common stock in your plan account.

You should retain these statements to determine the tax cost basis of the shares purchased for your account under the
plan. In addition, you will receive copies of other communications sent to our stockholders, including our annual
report to stockholders, the notice of annual meeting and proxy statement in connection with our annual meeting of
stockholders and Internal Revenue Service information for reporting dividends paid.
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You can also view your account history and balance online by accessing the plan administrator’s website at
www.amstock.com.
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DIVIDENDS ON FRACTIONS OF SHARES

23. Will I be credited with dividends on fractions of shares?

Yes. Any fractional share held in your plan account (see Question 16) that has been designated for participation in the
dividend reinvestment program of the plan will receive a proportionate amount of any dividend declared on our
common stock.

CERTIFICATES FOR SHARES

24. Will I receive certificates for shares purchased?

Safekeeping of Certificates. Normally, common stock purchased for you under the plan will be held in the name of
the plan administrator or its nominee. The plan administrator will credit the shares to your plan account in “book-entry”
form. This service protects against loss, theft or destruction of certificates evidencing common stock.

You may also elect to deposit with the plan administrator certificates for other shares of common stock that you own
and that are registered in your name for safekeeping under the plan for a one-time fee of $7.50. The plan administrator
will credit the common stock represented by the certificates to your account in “book-entry” form and will combine the
shares with any whole and fractional shares then held in your plan account. In addition to protecting against the loss,
theft or destruction of your certificates, this service is convenient if and when you sell common stock through the plan.
Because you bear the risk of loss in sending certificates to the plan administrator, you should send certificates by
registered mail, return receipt requested, and properly insured to the address specified in Question 7 above.

Issuance of Certificates. No certificates will be issued to you for shares in the plan unless you submit a written
request to the plan administrator or until your participation in the plan is terminated. At any time, you may request the
plan administrator to send a certificate for some or all of the whole shares credited to your account. This request
should be mailed to the plan administrator at the address set forth in the answer to Question 7 or made via the Internet
at www.amstock.com. There is no fee for this service. Any remaining whole shares and any fraction of a share will
remain credited to your plan account. Certificates for fractional shares will not be issued under any circumstances.

25. In whose name will certificates be registered when issued?

Your plan account will be maintained in the name in which your certificates were registered at the time of your
enrollment in the plan. Stock certificates for those shares purchased under the plan will be similarly registered when
issued upon your request. If your shares are held through a broker, bank or other nominee, such request must be
placed through your broker, bank or other nominee.

SALE OF SHARES

26. How do I sell shares held in my plan account?

You may contact the plan administrator to sell all or any part of the shares held in your plan account. After receipt of
your request, the plan administrator will sell the shares through a designated broker or dealer. The plan administrator
will mail to you a check for the proceeds of the sale, less applicable brokerage commissions, service charges and any
taxes. The plan administrator will sell shares as often as daily but at least within five (5) business days of receipt of the
sale request, at then current market prices through one or more brokerage firms. If you sell or transfer only a portion
of the shares in your plan account, you will remain a participant in the plan and may continue to make optional cash
investments and reinvest dividends. If you have elected to have your dividends reinvested, the plan administrator will
continue to reinvest the dividends on the shares credited to your account unless you notify the plan administrator that
you wish to withdraw from the plan.
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The plan requires you to pay all costs associated with the sale of your shares under the plan. You will receive the
proceeds of the sale, less a $15 service fee per transaction and a $0.10 per share brokerage commission paid to the
plan administrator and any other applicable fees.
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If the plan administrator sells all shares held in your plan account, the plan administrator will automatically terminate
your account. In this case, you will have to complete and file a new authorization form to rejoin the plan.

WITHDRAWALS AND TERMINATION

27. When may I withdraw from the plan?

You may withdraw from the plan with respect to all or a portion of the shares held in your plan account at any time. If
the request to withdraw is received prior to a dividend record date set by our Board of Directors for determining
stockholders of record entitled to receive a dividend, the request will be processed on the first business day following
receipt of the request by the plan administrator.

If the request to withdraw from the plan is received by the plan administrator at least three (3) business days prior to
the dividend payable date, then that dividend will be paid out in cash to the participant. However, if the request to
withdraw from the plan is received less than three (3) business days prior to the dividend payable date, then that
dividend will be reinvested. However, all subsequent dividends will be paid out in cash on all balances.

Any optional cash payments which have been sent to the plan administrator prior to a request for withdrawal will also
be invested on the next investment date unless you expressly request return of that payment in the request for
withdrawal, and the request for withdrawal is received by the plan administrator at least five (5) business days prior to
the deadline for submitting such optional cash payments.

28. How do I withdraw from the plan?

If you wish to withdraw from the plan with respect to all or a portion of the shares in your plan account, you must
notify the plan administrator in writing at its mailing address or via its Internet address specified in the answer to
Question 7. Upon your withdrawal from the plan or our termination of the plan, certificates for the appropriate number
of whole shares credited to your account under the plan will be issued free of charge. A cash payment will be made for
any fraction of a share.

Upon withdrawal from the plan, you may also request in writing that the plan administrator sell all or part of the
shares credited to your plan account. (See Question 26.)

OTHER INFORMATION

29. What are some of the tax consequences of my participation in the plan?

The federal tax treatment of dividend reinvestment and stock purchase programs is not entirely clear. You are
encouraged to consult your personal tax advisor with specific reference to your own tax situation and potential
changes in the applicable law as to all federal, state, local, foreign and other tax matters in connection with the
reinvestment of dividends and purchase of shares under the plan, your tax basis and holding period for shares acquired
under the plan and the character, amount and tax treatment of any gain or loss realized on the disposition of shares.
The following is a brief summary of the material federal income tax considerations applicable to the plan, is for
general information only, and does not constitute tax advice.

Tax Consequences of Dividend Reinvestment Program. Although the treatment of dividend reinvestment programs is
not entirely clear, if you participate in the dividend reinvestment program under the plan, it is expected that you will
be treated for federal income tax purposes as having received, on the investment date, a distribution in an amount
equal to the sum of (a) the fair market value of the shares on the date the shares were acquired with reinvested
dividends, (b) your pro rata share of any brokerage commissions paid by us in connection with the purchase of
common stock by the plan administrator from parties other than us, either on the open market or in privately
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negotiated transactions and (c) any cash distributions actually received by you with respect to common stock not
included in the plan. The tax basis of shares purchased under the plan will be equal to the fair market value of the
shares on the date the shares were acquired plus your pro rata share of any brokerage fees paid by us. The fair market
value on that specific date may vary from the Market Price determined under the plan for such shares.
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Tax Consequences of the Stock Purchase Program. Although the treatment of stock purchase programs is not entirely
clear, if you participate in the stock purchase program under the plan, it is expected that you will be treated for federal
income tax purposes as having received, on the investment date, a distribution equal to the excess, if any, of the fair
market value of the common stock on this date over the amount of your optional cash payment. In addition, you will
be treated as having received a distribution equal to your pro rata share of any brokerage commissions paid by us in
connection with the purchase of common stock by the plan administrator from parties other than us. Shares acquired
through the stock purchase program under the plan should have a tax basis equal to the amount of the payment plus
the total amount of distributions you are treated as receiving as described above. The fair market value on an
investment date may differ from the Market Price determined under the plan for such shares.

Distributions that you receive as a result of dividend reinvestment and/or optional stock purchase will be taxable as
dividends to the extent of our current or accumulated earnings and profits. To the extent the distributions are in excess
of our current or accumulated earnings and profits, the distributions will be treated first as a tax-free return of capital,
reducing the tax basis in your shares, and the distributions in excess of your tax basis, if any, will be taxable as gain
realized from the sale of your shares. In addition, if we designate part or all of our distributions as capital gain
distributions, those designated amounts will be treated by you as long-term capital gains.

Your holding period for shares acquired pursuant to either program under the plan will begin on the day following the
investment date. Dividends received by corporate stockholders will not be eligible for the dividends received
deduction.

You will not realize any taxable income upon receipt of certificates for whole shares credited to your account, either
upon your request for certain of those shares or upon termination of participation in the plan. You will realize gain or
loss upon the sale or exchange of shares acquired under the plan. You will also realize gain or loss upon receipt,
following termination of participation in the plan, of a cash payment for any fractional share equivalent credited to
your account. The amount of any such gain or loss will be the difference between the amount that you received for the
shares or fractional share equivalent and the tax basis thereof.

Income Tax Withholding and Administrative Expense. We or the plan administrator may be required to deduct as
“backup withholding” twenty-eight percent (28%) of all dividends paid to you, regardless of whether such dividends are
reinvested pursuant to the plan. Similarly, the plan administrator may be required to deduct backup withholding from
all proceeds from sales of common stock held in your account. You are subject to backup withholding if: (a) you have
failed properly to furnish us and the plan administrator with your correct tax identification number (“TIN”); (b) the
Internal Revenue Service or a broker notifies us or the plan administrator that the TIN furnished by you is incorrect;
(c) the Internal Revenue Service or a broker notifies us or the plan administrator that backup withholding should be
commenced because you failed to properly report dividends paid to you; or (d) when required to do so, you fail to
certify, under penalties of perjury, that you are not subject to backup withholding. Backup withholding amounts will
be withheld from dividends before such dividends are reinvested under the plan. Therefore, if you are subject to
backup withholding, dividends to be reinvested under the plan will be reduced by the backup withholding amount. If
you are a foreign stockholder you need to provide the required federal income certifications to establish your status as
a foreign stockholder so that the foregoing backup withholding does not apply to you. You also need to provide the
required certifications if you wish to claim the benefit of exemptions from federal income tax withholding or reduced
withholding rates under a treaty or convention entered into between the United States and your country of residence. If
you are a foreign stockholder whose dividends are subject to federal income tax withholding, the appropriate amount
will be withheld and the balance in shares of common stock will be credited to your account.

Foreign stockholders who elect to make optional cash payments only will continue to receive regular cash dividends
on shares registered in their names in the same manner as if they were not participating in this plan. Funds for optional
cash payments must be in United States dollars and will be invested in the same way as payments from other
participants.
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All costs of administering the plan, except for costs related to your voluntary selling of common stock, will be paid by
us. Consistent with the conclusion reached by the Internal Revenue Service in a private letter ruling issued to another
REIT, we intend to take the position that these costs do not constitute a distribution which is either taxable to you or
which would reduce your basis in your shares. However, since the private letter ruling was not issued to us, we have
no legal right to rely on its conclusions. Thus, it is possible that the Internal Revenue Service might view your share of
the costs as constituting a taxable distribution to you and/or a distribution which reduces the basis in your common
stock. For this or other reasons, we may in the future take a different position with respect to the costs of
administering the plan.
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30. May shares in my account be pledged?

You may not pledge any of the common stock in your plan account. Any attempted pledge of these shares will be
void. If you wish to pledge shares, you must first withdraw them from the plan.

31.If we issue rights to purchase securities to the holders of common stock, how will the rights on plan shares
be handled?

In the event that we make available to the holders of our common stock rights to purchase additional shares of
common stock or any other securities, the plan administrator will sell these rights (if the rights are saleable and
detachable from the common stock) accruing to common stock held by the plan administrator for you and invest the
proceeds in additional shares of common stock on the next dividend payment date for the common stock. In the event
these rights are not saleable or detachable, the plan will hold the rights for your benefit. If you wish to receive directly
any of these rights, you may do so by sending to the plan administrator, at least five (5) business days before the rights
offering record date, a written request that certificates for shares in your account be sent to you.

Transaction processing may be curtailed or suspended until the completion of any stock dividend, stock split or
similar corporate action.

32. What happens if we declare a dividend payable in shares or declare a share split?

Any dividend payable in shares and any additional shares distributed by us in connection with a share split in respect
of shares credited to your plan account will be added to that account. Share dividends or split shares which are
attributable to shares registered in your own name and not in your plan account will be mailed directly to you as in the
case of stockholders not participating in the plan.

Transaction processing may be curtailed or suspended until the completion of any stock dividend, stock split or
similar corporate action.

33. How will shares held by the plan administrator be voted at meetings of stockholders?

If you are a record owner, you will receive a proxy card covering both directly held shares and shares held in the plan.
If you hold your shares through a broker, bank or other nominee, you should receive a proxy covering shares held in
the plan from your broker, bank or other nominee.

If a proxy is returned properly signed and marked for voting, all of the shares covered by the proxy will be voted as
marked. If a proxy is returned properly signed but no voting instructions are given, all of your shares will be voted in
accordance with recommendations of our Board of Directors, unless applicable laws require otherwise. If the proxy is
not returned, or if it is returned unexecuted or improperly executed, shares registered in your name may be voted only
by you and only in person.

34. What are our responsibilities and those of the plan administrator under the plan?

Neither we, any of our agents nor the plan administrator, will be liable in administering the plan for any act done in
good faith or required by applicable law or for any good faith omission to act, including, without limitation, any claim
of liability (i) arising out of failure to terminate your account upon your death or judgment of incompetence prior to
the plan administrator’s receipt of notice in writing of such death or judgment of incompetence, (ii) with respect to the
price at which shares are purchased or sold and/or the times when such purchases or sales are made, or (iii) relating to
any fluctuation in the market value of the common stock.
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Neither we, any of our agents nor the plan administrator, will have any duties, responsibilities or liabilities other than
those expressly set forth in the plan or as imposed by applicable laws, including federal securities laws. Since the plan
administrator has assumed all responsibility for administering the plan, we specifically disclaim any responsibility for
any of the plan administrator’s actions or inactions in connection with the administration of the plan. None of our
directors, officers, employees or stockholders will have any personal liability under the plan.
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We, any of our agents and the plan administrator will be entitled to rely on completed forms and the proof of due
authority to participate in the plan, without further responsibility of investigation or inquiry.

35. What will be my responsibilities under the plan?

Your plan shares may revert to the state in which you live in the event that the shares are deemed, under your state’s
laws, to have been abandoned by you. For this reason, you should notify the plan administrator promptly in writing of
any change of address. The plan administrator will address account statements and other communications to you at the
last address of record you provide to the plan administrator.

You will have no right to draw checks or drafts against your plan account or to instruct the plan administrator with
respect to any common stock or cash held by the plan administrator except as expressly provided herein.

36. May the plan be changed or discontinued?

Yes. We may suspend, terminate, or amend the plan at any time. Notice will be sent to you of any suspension or
termination, or of any amendment that alters the plan terms and conditions, as soon as practicable after we take such
an action. We may also substitute another agent in place of the current plan administrator at any time; you will be
promptly informed of any such substitution. We will determine any questions of interpretation arising under the plan
and any such determination will be final.

37. Are there any risks associated with the plan?

Your investment in shares held in your plan account is no different from your investment in shares held directly.
Neither we nor the plan administrator can assure you a profit or protect you against a loss on the shares that you
purchase. You bear the risk of any loss and enjoy the benefits of any gain from market price changes with respect to
such shares. You should read carefully the risk factors described in our Securities and Exchange Commission filings
before investing in our common stock.

38. How will you interpret and regulate the plan?

We will interpret, regulate and take any other action in connection with the plan that we deem reasonably necessary to
carry out the plan. We may adopt rules and regulations to facilitate the administration of the plan. As a participant in
the plan, you will be bound by any actions taken by us or the plan administrator.

39. What law governs the plan?

The terms and conditions of the plan and its operation will be governed by the laws of the State of Maryland.
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PLAN OF DISTRIBUTION

Except to the extent the plan administrator purchases common stock in the open market or in privately negotiated
transactions with third parties, the common stock acquired under the plan will be sold directly by us through the plan.
We may sell our common stock to owners of shares (including brokers or dealers) who, in connection with any resales
of such shares, may be deemed to be underwriters. These shares, including shares acquired through waivers granted
with respect to the stock purchase program of the plan, may be resold in market transactions (including coverage of
short positions) on any national security exchange or automated quotation system on which our common stock is
traded or quoted, or in privately negotiated transactions. Our common stock is currently listed on the New York Stock
Exchange. It is expected that a portion of the common stock available for issuance under the plan will be issued
pursuant to waivers granted with respect to the stock purchase program of the plan. The difference between the price
owners who may be deemed to be underwriters pay us for shares of our common stock acquired under the plan, after
deduction of the applicable discount from the Market Price, and the price at which such shares are resold, may be
deemed to constitute underwriting commissions received by these owners in connection with such transactions.

Subject to the availability of common stock registered for issuance under the plan, there is no maximum number of
shares that can be issued pursuant to the reinvestment of dividends. From time to time, financial intermediaries may
engage in positioning transactions in order to benefit from the discount from the Market Price acquired through the
reinvestment of dividends and optional cash payments under the plan.

Except with respect to sales of common stock held in your plan account, we will pay any and all brokerage
commissions and related expenses incurred in connection with purchases of common stock under the plan. Upon your
withdrawal from the plan by the sale of common stock held under the plan, you will receive the proceeds of such sale
less a $15 service fee per transaction and a $0.10 per share brokerage commission to the plan administrator and any
other applicable fees.

Common stock may not be available under the plan in all states. This prospectus does not constitute an offer to sell, or
a solicitation of an offer to buy, any common stock or other securities in any state or any other jurisdiction to any
person to whom it is unlawful to make such offer in such jurisdiction.

LEGAL MATTERS

The validity of the common stock offered by this prospectus and certain U.S. federal income tax matters have been
passed upon for us by Hunton & Williams LLP.

EXPERTS

The consolidated financial statements, the related financial statement schedules, and management’s report on the
effectiveness of internal control over financial reporting as of and for the year ended December 31, 2005 incorporated
by reference in this prospectus and registration statement have been audited by McGladrey & Pullen LLP, an
independent registered public accounting firm, as stated in their report thereon, and are incorporated herein and in
reliance upon such reports and upon the authority of such firm as experts in auditing and accounting.

The consolidated financial statements of Capital Lease Funding, Inc., appearing in Capital Lease Funding, Inc.’s
Annual Report (Form 10-K), for the year ended December 31, 2004, and for the two years in the period ended
December 31, 2004, have been audited by Ernst & Young LLP, independent registered public accounting firm, as set
forth in their report thereon, included therein, and incorporated herein by reference. Such consolidated financial
statements are incorporated herein by reference in reliance upon such report given on the authority of such firm as
experts in accounting and auditing.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”). You may read and copy any reports, statements or
other information on file at the SEC’s public reference room located at 100 F Street, N.E., Room 1580, Washington,
D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. The SEC
filings are also available at the Internet website maintained by the SEC at http://www.sec.gov. These filings are also
available to the public from commercial document retrieval services.

We incorporate information into this prospectus by reference, which means that we disclose important information to
you by referring you to another document filed separately with the SEC. The information incorporated by reference is
deemed to be part of this prospectus, except to the extent superseded by information contained herein or by
information contained in documents filed with the SEC after the date of this prospectus. This prospectus incorporates
by reference the documents set forth below, the file number for each of which is 1-32039, that have been previously
filed with the SEC:

· our Annual Report on Form 10-K for the year ended December 31, 2005 filed with the SEC on March 16, 2006;

·our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2006 (filed May 10, 2006), June 30, 2006
(filed August 4, 2006) and September 30, 2006 (filed November 6, 2006); and

·our Current Reports on Form 8-K or Form 8-K/A, as the case may be, filed with the SEC on January 27, 2006,
February 1, 2006, March 6, 2006, March 30, 2006, May 1, 2006, June 19, 2006 and November 16, 2006.

We also incorporate by reference into this prospectus supplement and accompanying prospectus additional documents
that we may file with the SEC under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act until completion of this
offering (other than any portion of these documents that is furnished or otherwise deemed not to be filed). These
documents may include annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form
8-K, as well as proxy statements.

You may obtain copies of any of these filings through Capital Lease Funding, Inc. as described below, through the
SEC or through the SEC’s Internet website as described above. Documents incorporated by reference are available on
our website at http://www.caplease.com and without charge by requesting them from us in writing or by telephone at:

Capital Lease Funding, Inc.
1065 Avenue of the Americas
New York, New York 10018
Attn: Investor Relations

(212) 217-6393
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CAPITAL LEASE FUNDING, INC.

5,000,000 Shares

Common Stock

offered to stockholders
and other interested investors
solely in connection with the

DIVIDEND REINVESTMENT
AND STOCK PURCHASE PLAN

PROSPECTUS
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