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This Prospectus relates to the resale by the selling stockholders (the "Selling
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Stockholders") of 4,427,000 shares of our common stock (the "Common Stock" or
the "Securities"). The Selling Stockholders may sell their shares of our Common
Stock from time to time at the then prevailing market price or privately
negotiated prices. See "SELLING STOCKHOLDERS" and "PLAN OF DISTRIBUTION."

We will pay the expenses of registering these shares. We will not receive any
proceeds from the sale of shares of Common Stock in this Offering. All of the
net proceeds from the sale of our Common Stock will go to the Selling
Stockholders.

Our Common Stock 1is currently listed for trading on the OTC Bulletin Board under
the symbol "DNAX". On August 1, 2011, the closing price for our Common Stock was
$0.93.

INVESTING IN OUR COMMON STOCK INVOLVES A HIGH DEGREE OF RISK. YOU SHOULD INVEST
IN OUR COMMON STOCK ONLY IF YOU CAN AFFORD TO LOSE YOUR ENTIRE INVESTMENT.

SEE "RISK FACTORS" BEGINNING ON PAGE 7.

The information 1in this Prospectus 1is not complete and may be changed. This
Prospectus 1is included in the registration statement that was filed by DNA
Brands, Inc. with the Securities and Exchange Commission. The Selling
Stockholders may not sell these Shares until the registration statement becomes
effective. This Prospectus 1s not an offer to sell these Shares and is not
soliciting an offer to buy these Shares in any State where the offer or sale is
not permitted.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS
PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this Prospectus is , 2011
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PROSPECTUS SUMMARY

This summary provides an overview of certain information contained elsewhere in
this Prospectus and does not contain all of the information that you should
consider or that may be important to you. Before making an investment decision,
you should read the entire Prospectus carefully, including the "Risk Factors"
section and the financial statements and the notes to the financial statements.
In this Prospectus, the terms "DNA," "the "Company," "we," "us" and "our" refer
to DNA Brands, Inc., unless otherwise specified herein.

OVERVIEW

DNA Brands, Inc. (hereinafter referred to as "us," "our," "we," the "Company" or
"DNA") was incorporated in the State of Colorado on May 23, 2007 under the name
"Famous Products, Inc." Prior to July 6, 2010 we were a holding company

operating as a promotion and advertising company. Our current business commenced
in May 2006 in the State of Florida wunder the name "Grass Roots Beverage
Company, Inc." ("Grass Roots"). Initial operations of Grass Roots included
development of our energy drinks, sampling and other marketing efforts and
initial distribution in the State of Florida.

Effective July 6, 2010, we executed agreements to acquire all of the assets,
liabilities and contract rights of DNA Beverage Corporation of Boca Raton,
Florida ("DNA Beverage"), including 100% of the common stock of DNA Beverage's
wholly owned subsidiary Grass Roots Beverage Company, Inc. ("Grass Roots") in
exchange for the issuance of 31,250,000 shares of our common stock. We were
classified as a "shell" company prior to the aforesaid transaction. As part of
the terms of these transactions:

o we amended our Articles of Incorporation to change our name to "DNA
Brands, Inc." and our authorized capital to 100,000,000 shares of
Common Stock and 10,000,000 shares of Preferred stock. A relevant

Information Statement regarding this action was not filed or
disseminated to our shareholders of record on the date this action
occurred. As a result, it is possible that we, along with our
former and current officers and directors may have potential

liability for non-compliance under the laws of the State of Colorado
as well as federal securities laws. We believe that any such
potential liability would not be considered material;

o our former President agreed to voluntarily redeem 19,274,400 common
shares back to us;

o our former Board of Directors approved a "spin-off" of our wholly owned
subsidiary company, Fancy Face Promotions, Inc., a Colorado
corporation. The terms of this "spin-off" provide for a dividend to be
issued to our shareholders of one share of common stock for every share
that our shareholders owned as of June 30, 2010, the record date of the
dividend.

o our former officers and directors resigned their positions with us and
were replaced by the former management team of DNA Beverage. Mr. Darren
Marks, became a director and our President and CEO, and Mr. Melvin
Leiner, became a director and our Executive Vice President, Secretary
and COO/CFO. See "MANAGEMENT."
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The share issuance represented approximately 94.6% of our outstanding shares at
the time of issuance.

We incurred net losses of ($7,468,422) and ($3,918,721), respectively, during
the years ending December 31, 2010 and 2009. For the three month period ended
March 31, 2011, we incurred a net loss of $1,066,677, or $0.03 per basic and
fully diluted share, as compared to a net loss of $2,420,623, or $0.13 per basic
and fully diluted share during the corresponding period of the prior year. Based

upon our current Dbusiness plan, our ability to begin to generate profits from
operations is dependent upon our obtaining additional financing and there can be
no assurances that we will ever establish profitable operations. See "RISK

FACTORS" and "MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS."

Our principal offices are located at 506 NW 77th Street, Boca Raton, Florida,
33487, telephone (954) 970-3826. Our website is www.dnabrandsusa.com.
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ABOUT THE OFFERING
Common Stock to be Offered by Between February and May 2011, we sold
Selling Shareholders 4,427,000 shares of our Series A preferred

stock to a group of private investors at a
price of $0.25 per shares. Each Series A
preferred share, at the option of the holder,
could at any time be converted into one share
of our common stock. As of July 25, 2011 all
Series A preferred shares had been converted
into shares of our common stock. By means of
this prospectus, a number of our shareholders
are offering to sell up to 4,427,000 shares of
our common stock which they received upon the
conversion of the Series A preferred shares.

Shares outstanding 40,451,030

Use of Proceeds We will not receive any proceeds
from the sale of the Common Stock by the
Selling Shareholders.

Risk Factors See the discussion under the caption
"RISK FACTORS" and other information in this
Prospectus for a discussion of factors you
should carefully consider before deciding to
invest in our Common Stock.

SELECTED FINANCIAL DATA

The following summary of our financial information at December 31, 2010 and
2009, and for the years ended December 31, 2010 and 2009, has been derived from,
and should be read in conjunction with, our audited financial statements
included elsewhere in this Prospectus. The summary of our financial information
as at March 31, 2011 and for the three month periods ended March 31, 2011 and
2010 has been derived from, and should be read in conjunction with, our
unaudited interim financial statements also included elsewhere in this
Prospectus.
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Statement of Operations:

Three Months Ended Year Ended
March 31, December 31,
2011 2010 2010 2009

Revenues S 265,817 S 310,305 $ 1,168,461 S 667,276
Total operating expenses $ 1,142,715 $ 2,412,578 $ 7,651,728 $ 3,627,903

(Loss) from operations $(1,057,612) $(2,363,703) $(7,352,341) $(3,428,747)
Other (expense) S (9,065) S (56,920) S (116,081) S (489,974)
Provision for income tax $ -
Net (loss) $(1,066,677) $(2,420,623) $(7,468,422) $(3,918,721)

Net (loss) per share -
basic and fully diluted $ (0.03) s (0.13) s (0.28) S (0.26)

Weighted average common
shares outstanding 35,031,697 19,072,805 26,729,555 15,366,097

Balance Sheet:

March 31, December 31, December 31,
2011 2010 2009

Cash $ 90,579 $ 74,604 S 11,392
Current assets S 718,003 S 438,824 S 298,860
Total assets S 763,120 S 493,105 S 340,888
Current liabilities $ 2,933,879 $ 2,951,266 $ 2,766,431
Total liabilities $ 3,405,635 $ 2,954,443 $ 3,381,113
Total stockholders' equity $(2,642,515) $(2,461,338) $(3,040,225)

SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS

We have made some statements in this Prospectus, including some under "RISK

FACTORS, " "MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS," "DESCRIPTION OF BUSINESS" and elsewhere, which
constitute forward-looking statements. These statements may discuss our future

expectations or contain projections of our results of operations or financial
condition or expected benefits to us resulting from acquisitions or transactions
and involve known and unknown risks, uncertainties and other factors that may
cause our actual results, levels of activity, performance or achievements to be
materially different from any results, levels of activity, performance or
achievements expressed or implied by any forward-looking statements. These
factors include, among other things, those listed wunder "RISK FACTORS" and
elsewhere in this Prospectus. In some cases, forward-looking statements can be

identified by terminology such as '"may," "should," "could," "expects, "
"intends," "plans," "anticipates, " "believes," "estimates, " "predicts, "
"potential" or "continue" or the negative of these terms or other comparable
terminology. Although we Dbelieve that the expectations reflected in

forward-looking statements are reasonable, we cannot guarantee future results,
levels of activity, performance or achievements.

RISK FACTORS

An investment in our Common Stock is a risky investment. In addition to the
other information contained in this Prospectus, prospective investors should
carefully consider the following risk factors before purchasing shares of our
Common Stock offered hereby. We believe that we have included all material
risks.
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RISKS RELATED TO OUR OPERATIONS
Our independent accountants have expressed a "going concern" opinion.

Our financial statements accompanying this Prospectus have been prepared
assuming that we will continue as a going concern, which contemplates the
realization of assets and liquidation of 1liabilities in the normal course of
business. The financial statements do not include any adjustment that might
result from the outcome of this uncertainty. We have a minimal operating history
and minimal revenues or earnings from operations. We have no significant assets
or financial resources. We will, in all likelihood, sustain operating expenses
without corresponding revenues, at least until the third quarter of our fiscal
year ending December 31, 2011, provided that we are successful in obtaining
additional financing. See "DESCRIPTION OF BUSINESS" and "MANAGEMENT'S DISCUSSION
AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS - Liquidity and
Capital Resources." There are no assurances that we will generate profits from
operations.

We have not generated profits from our operations.

We incurred net losses of ($7,468,422) and ($3,918,721), respectively, during
the years ending December 31, 2010 and 2009. For the three month period ended
March 31, 2011, we incurred a net loss of $1,066,677, or $0.03 per basic and
fully diluted share, as compared to a net loss of $2,420,623, or $0.13 per basic
and fully diluted share during the corresponding period of the prior year. Based
upon our current Dbusiness plan, our ability to begin to generate profits from
operations is dependent upon our obtaining additional financing and there can be
no assurances that we will ever establish profitable operations. As we pursue
our business plan, we are incurring significant expenses without corresponding
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revenues. In the event that we remain unable to generate significant revenues to
pay our operating expenses, we will not be able to achieve profitability or
continue operations.

Our ability to continue as a going concern is dependent on raising additional
capital, which we may not be able to do on favorable terms, or at all.

We need to raise additional capital to support our current operations and fund
our sales and marketing programs. We estimate that we will need a minimum of $3
million in additional capital in order to generate profits from operations. We
can provide no assurance that additional funding will be available on a timely

basis, on terms acceptable to us, or at all. If we are wunsuccessful raising
additional funding, our business may not continue as a going concern. Even if we
do find additional funding sources, we may be required to issue securities with

greater rights than those currently possessed by holders of our common stock. We
may also be required to take other actions that may lessen the value of our

common stock or dilute our common stockholders, including borrowing money on
terms that are not favorable to us or issuing additional equity securities. If
we experience difficulties raising money in the future, our Dbusiness and

liquidity will be materially adversely affected.

We do not currently have an external line of credit facility with any financial
institution.

As indicated above, we have estimated that we need approximately $3 million in
additional capital to generate profits from operations. We have attempted to
establish credit facilities with financial institutions Dbut have experienced
little or no success in these attempts due primarily to the current economic
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climate, specifically the reluctance of most financial institutions to provide
such lines of credit to relatively new business ventures. We also have limited
assets available to secure such a line of credit. We intend to continue to
attempt to establish an external line of credit in the future, Dbut there can be
no assurances we will be able to do so. The failure to obtain an external line
of credit could have a negative impact on our ability to generate profits.

Our financial results may fluctuate from period to period as a result of several
factors which could adversely affect our stock price.

Our operating results may fluctuate significantly in the future as a result of a
variety of factors, many of which are outside our control. Factors that will
affect our financial results include:

o acceptance of our products and market penetration;

o the amount and timing of capital expenditures and other costs relating
to the implementation of our business plan;

o the introduction of new products by our competitors; and
o general economic conditions and economic conditions specific to our
industry.
As a strategic response to changes in the competitive environment, we may from
time to time make certain pricing, service, or marketing decisions or

acquisitions that could have a material adverse effect on our business,
prospects, financial condition, and results of operations.

We are dependent upon third party suppliers of our raw materials.

We are dependent on outside vendors for our supplies of raw materials. While we
believe that there are numerous sources of supply available, 1if the third party
suppliers were to cease production or otherwise fail to supply us with quality
raw materials in sufficient quantities on a timely basis and we were unable to
contract on acceptable terms for these services with alternative suppliers, our
ability to produce our products would be materially adversely affected.

We rely on our distributors, retailers and brokers, and this could affect our
ability to efficiently and profitably distribute and market our products,
maintain our existing markets and expand our Dbusiness into other geographic
markets.

Our ability to establish a market for our brands and products in new geographic
distribution areas, as well as maintain and expand our existing markets, 1is
dependent on our ability to establish and maintain successful relationships with
reliable distributors, retailers and brokers strategically positioned to serve

those areas. Most of our distributors, retailers and brokers sell and distribute
competing products, including non-alcoholic and alcoholic beverages, and our
products may represent a small portion of their business. To the extent that our
distributors, retailers and brokers are distracted from selling our products or
do not employ sufficient efforts in managing and selling our products, including
re-stocking the retail shelves with our products, our sales and results of
operations could be adversely affected. Our ability to maintain our distribution
network and attract additional distributors, retailers and brokers will depend
on a number of factors, some of which are outside our control. Some of these
factors include:
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o the 1level of demand for our brands and products in a particular
distribution area;

o our ability to price our products at levels competitive with those of
competing products; and

o our ability to deliver products 1in the quantity and at the time
ordered by distributors, retailers and brokers.

We may not be able to meet all or any of these factors in any of our current or
prospective geographic areas of distribution. Our inability to achieve any of
these factors in a geographic distribution area will have a material adverse
effect on our relationships with our distributors, retailers and brokers in that
particular geographic area, thus 1limiting our ability to expand our market,
which will likely adversely affect our revenues and financial results.

We generally do not have long-term agreements with our distributors, and we
incur significant time and expense in attracting and maintaining key
distributors.

Our marketing and sales strategy depends in large part on the availability and
performance of our independent distributors. We have entered into written
agreements with many of our distributors in the U.S., with normal industry terms
of one year and automatically renewable for one year terms thereafter. We
currently do not have, nor do we anticipate in the future that we will be able

to establish, long-term contractual commitments from many of our distributors.
In addition, despite the terms of the written agreements with many of our top
distributors, there are no minimum levels of purchases under many of those
agreements, and most of the agreements may be terminated at any time by us,

generally with a termination fee. We may not be able to maintain our current
distribution relationships or establish and maintain successful relationships
with distributors in new geographic distribution areas. Moreover, there is the
additional possibility that we may have to incur additional expenditures to
attract and maintain key distributors in one or more of our geographic
distribution areas in order to profitably exploit our geographic markets.

If we lose any of our key distributors or regional retail accounts, our
financial condition and results of operations could be adversely affected.

We anticipate that, as consumer awareness of our brand develops and increases,
we will continue to upgrade and expand our distributor network and accounts, we
cannot be assured that we will be able to maintain our key distributor Dbase
which may result in an adverse effect on our revenues and financial results, our
ability to retain our relationships with our distributors and our ability to
expand our market and will place an increased dependence on any one or more of
our independent distributors or regional accounts.

Because our distributors are not required to place minimum orders with us, we
need to manage our inventory levels, and it is difficult to predict the timing

and amount of our sales.

Our independent distributors are not required to place minimum monthly or annual

orders for our products. In order to reduce inventory costs, independent
distributors endeavor to order products from us on a "just in time" basis in
quantities, and at such times, Dbased on the demand for the products in a

particular distribution area. Accordingly, there is no assurance as to the
timing or quantity of purchases by any of our independent distributors or that
any of our distributors will continue to purchase products from us in the same
frequencies and volumes as they may have done in the past. In order to be able
to deliver our products on a timely Dbasis, we need to maintain adequate
inventory levels of the desired products, Dbut we cannot predict the number of
cases sold by any of our distributors. If we fail to meet our shipping
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schedules, we could damage our relationships with distributors and/or retailers,
increase our shipping costs or cause sales opportunities to be delayed or lost,
which would unfavorably impact our future sales and adversely affect our

operating results. In addition, 1if the inventory of our products held by our
distributors and/or retailers 1is too high, they will not place orders for
additional products, which would also unfavorably impact our future sales and

adversely affect our operating results.

Our business plan and future growth is dependent in part on our distribution
arrangements directly with retailers and regional retail accounts. If we are
unable to establish and maintain these arrangements, our results of operations
and financial condition could be adversely affected.

We currently have distribution arrangements with a few regional retail accounts
to distribute our products directly through their venues; however, there are
several risks associated with this distribution strategy. First, we do not have
long-term agreements 1in place with any of these accounts and thus, the
arrangements are terminable at any time by these retailers or us. Accordingly,
we may not be able to maintain continuing relationships with any of these
national accounts. A decision by any of these retailers, or any other large
retail accounts we may obtain, to decrease the amount purchased from us or to
cease carrying our products could have a material adverse effect on our
reputation, financial condition or results of operations. In addition, we may
not be able to establish additional distribution arrangements with other
national retailers.

We have dedicated, and will continue to dedicate, significant resources to our
sponsorship agreements and may not realize the Dbenefits expected from those
agreements.

Our sponsorship agreements require us to make substantial annual payments in
exchange for certain promotional and branding benefits. There <can be no
assurance, however, that the benefit we anticipate from those and similar
agreements will compensate for the annual payment commitments required by the
agreements. These commitments are significant, totaling approximately $550,000
over the remaining terms of the agreements as of December 31, 2010. Given our
limited cash resources, we intend to continue attempting to renegotiate these
sponsorship agreements in order to reduce our payment obligations. Relevant
thereto, in January 2011 we successfully renegotiated the contractual obligation
with Star Racing wherein we agreed to issue 600,000 shares of our Common Stock
to offset a $268,000 cash payment due for the 2011 season. There can be no
assurance that our association with these particular sponsors will have a
positive effect on our image and brand. There is a risk that we will be unable
to recover the costs associated with our sponsorship agreements, which would
have an adverse effect on our results of operations.

We rely on independent contract packers of our products, and this dependence
could make management of our marketing and distribution efforts inefficient or

unprofitable.

We do not own the plants or the majority of the equipment required to

manufacture and package our beverage products, and do not directly manufacture
our products but instead outsource the manufacturing process to third party
bottlers and independent contract packers (co-packers). We do not anticipate

bringing the manufacturing process in-house in the future. We currently use 7 Up
Southeast Snapple as our primary co-packer to prepare, bottle and package our
products. Our contract packers are located in Jacksonville, FL. 7-Up Southeast
Snapple has several co-packing plants located throughout the US that are capable
of bottling product should we so require. As a consequence, we depend on
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independent contract packers to produce our beverage products.
We do not have written agreements with our contract packers.

Our ability to attract and maintain effective relationships with our contract
packers and other third parties for the production and delivery of our beverage
products 1in a particular geographic distribution area is important to the
achievement of successful operations within each distribution area. While we
believe there are other contract packers that can provide the services we need,
there are no assurances that we will be able to identify and reach a mutually
agreeable arrangement with a new contract packer in a specific geographic region
if necessary. This could also affect the economic terms of our agreements with
our packers. There is no written agreement with our contract packers and they
may terminate their arrangements with us at any time, in which case we could
experience disruptions in our ability to deliver products to our customers. We
may not be able to maintain our relationships with current contract packers or
establish satisfactory relationships with new or replacement contract packers,
whether 1in existing or new geographic distribution areas. The failure to
establish and maintain effective relationships with contract packers for a
distribution area could increase our manufacturing costs and thereby materially
reduce profits realized from the sale of our products in that area. In addition,
poor relations with any of our contract packers could adversely affect the
amount and timing of product delivered to our distributors for resale, which
would in turn adversely affect our revenues and financial condition.

As is customary in the contract packing industry for comparably sized companies,
we are expected to arrange for our contract packing needs sufficiently in
advance of anticipated requirements. To the extent demand for our products
exceeds available inventory and the capacities produced by contract packing
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arrangements, or orders are not submitted on a timely basis, we will be unable
to fulfill distributor orders on demand. Conversely, we may produce more product
than warranted by the actual demand for it, resulting in higher storage costs
and the potential risk of inventory spoilage. Our failure to accurately predict
and manage our contract packaging requirements may impair relationships with our
independent distributors and key accounts, which, in turn, would likely have a
material adverse effect on our ability to maintain effective relationships with
those distributors and key accounts.

Our Dbusiness and financial results depend on the continuous supply and
availability of raw materials.

The principal raw materials we use include aluminum cans, labels and cardboard
cartons, flavorings, and proprietary energy blend ingredients which include
vitamins and minerals. The cost of our ingredients is subject to fluctuation. If
our supply of these raw materials 1is impaired or 1if ©prices increase
significantly, our business would be adversely affected.

We may not correctly estimate demand for our products. Our ability to estimate
demand for our products is imprecise, particularly with new products, and may be
less precise during periods of rapid growth, particularly in new markets. If we
materially underestimate demand for our products or are unable to secure
sufficient ingredients or raw materials including, but not limited to, cans,

glass, labels, flavors, supplements, and certain sweeteners, or sufficient
packing arrangements, we might not be able to satisfy demand on a short-term
basis. Moreover, industry-wide shortages of certain concentrates, supplements

and sweeteners have been experienced and could, from time to time in the future,
be experienced, which could interfere with and/or delay production of certain of
our products and could have a material adverse effect on our Dbusiness and
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financial results.

Disruption of our supply chain could have an adverse effect on our Dbusiness,
financial condition and results of operations.

Our ability and that of our suppliers, business partners (including packagers),
contract manufacturers, independent distributors and retailers to make, move and
sell products is critical to our success. Damage or disruption to manufacturing
or distribution capabilities due to weather, natural disaster, fire or
explosion, terrorism, pandemics such as avian flu, strikes or other reasons,
could impair our ability to manufacture or sell our products. Failure to take
adequate steps to mitigate the likelihood or potential impact of such events, or
to effectively manage such events if they occur, could adversely affect our
business, financial <condition and results of operations, as well as require
additional resources to restore our supply chain.

If we are unable to maintain brand image and product quality, or if we encounter
other product issues such as product recalls, our business may suffer.

Our success depends on our ability to maintain brand image for our existing
products and effectively build up brand image for new products and brand
extensions. There can be no assurance, however, that additional expenditures and
our advertising and marketing will have the desired impact on our products'
brand image and on consumer preferences. Product quality issues, real or
imagined, or allegations of product contamination, even when false or unfounded,
could tarnish the image of the affected brands and may cause consumers to choose
other products.

In addition, because of changing government regulations or implementation
thereof, allegations of product contamination may require us from time to time
to recall products entirely or from specific markets. Product recalls could
affect our profitability and could negatively affect Dbrand image. Adverse
publicity surrounding obesity concerns, water usage and other concerns could
negatively affect our overall reputation and our products' acceptance by
consumers.

The inability to attract and retain key personnel would directly affect our
efficiency and results of operations.

Our success depends on our ability to attract and retain highly qualified

employees 1in such areas as production, distribution, sales, marketing and
finance. We compete to hire new employees, and, in some cases, must train them
and develop their skills and competencies. Our operating results could be
adversely affected by increased <costs due to increased competition for
employees, higher employee turnover or increased employee benefit costs. We
expect that given our continued exploration of strategic alternatives, we may be
further impacted by turnover among employees. Any unplanned turnover,
particularly involving one of our key personnel, could negatively impact our
operations, financial condition and employee morale.
11

Our inability to protect our trademarks, patents and trade secrets may prevent
us from successfully marketing our products and competing effectively.

Failure to protect our intellectual property could harm our brand and our
reputation, and adversely affect our ability to compete effectively. Further,

enforcing or defending our intellectual property rights, including our
trademarks, patents, copyrights and trade secrets, could result in the
expenditure of significant financial and managerial resources. We regard our

12



Edgar Filing: DNA BRANDS INC - Form S-1

intellectual property, particularly our trademarks, patents and trade secrets to
be of considerable value and importance to our business and our success. We rely
on a combination of trademark, patent, and trade secrecy laws, confidentiality
procedures and contractual provisions to protect our intellectual property
rights. There can be no assurance that the steps taken by us to protect these
proprietary rights will be adequate or that third parties will not infringe or
misappropriate our trademarks, patented processes, trade secrets or similar
proprietary rights. 1In addition, there can be no assurance that other parties
will not assert infringement claims against wus, and we may have to pursue
litigation against other parties to assert our rights. Any such claim or
litigation could be costly. In addition, any event that would Jjeopardize our
proprietary rights or any claims of infringement by third parties could have a
material adverse effect on our ability to market or sell our brands, profitably
exploit our products or recoup our associated research and development costs.

Litigation or legal proceedings could expose us to significant liabilities
and damage our reputation.

We may become party to 1litigation claims and legal proceedings. Litigation
involves significant risks, uncertainties and costs, including distraction of
management attention away from our current Dbusiness operations. We evaluate

litigation claims and legal proceedings to assess the likelihood of unfavorable
outcomes and to estimate, if possible, the amount of potential losses. Based on
these assessments and estimates, we establish reserves and/or disclose the
relevant litigation claims or legal proceedings, as appropriate. These
assessments and estimates are based on the information available to management
at the time and involve a significant amount of management judgment. We caution
you that actual outcomes or losses may differ materially from those envisioned
by our current assessments and estimates. Our policies and procedures require
strict compliance Dby our employees and agents with all United States and local
laws and regulations applicable to our business operations, including those
prohibiting improper payments to government officials. Nonetheless, there can be
no assurance that our policies and procedures will always ensure full compliance
by our employees and agents with all applicable 1legal requirements. Improper
conduct by our employees or agents could damage our reputation in the United
States and internationally or lead to litigation or legal proceedings that could
result in civil or criminal penalties, including substantial monetary fines, as
well as disgorgement of profits.

Changes in accounting standards and subjective assumptions, estimates and
judgments by management related to complex accounting matters could
significantly affect our financial results.

Generally accepted accounting principles and related pronouncements,
implementation guidelines and interpretations with regard to a wide variety of
matters that are relevant to our business, such as, but not limited to, revenue
recognition, stock-based compensation, trade promotions, sports sponsorship
agreements and income taxes are highly complex and involve many subjective
assumptions, estimates and judgments by our management. Changes to these rules
or their interpretation or changes in underlying assumptions, estimates or
judgments by our management could significantly change our reported results.

If we are wunable to build and sustain proper information technology
infrastructure, our business could suffer.

We depend on information technology as an enabler to improve the effectiveness
of our operations and to interface with our customers, as well as to maintain
financial accuracy and efficiency. If we do not allocate and effectively manage
the resources necessary to Dbuild and sustain the ©proper technology
infrastructure, we could Dbe subject to transaction errors, processing
inefficiencies, the loss of customers, business disruptions, or the loss of or
damage to intellectual property through security breach. Our information systems
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could also be penetrated by outside parties intent on extracting information,
corrupting information or disrupting business processes. Such unauthorized
access could disrupt our business and could result in the loss of assets.

We have no manufacturing facilities and are largely dependent upon third parties
to manufacture our products.

We have no manufacturing facilities and have entered into manufacturing
arrangements with third parties to manufacture our products. Accordingly, our
ability to market our products is partially dependent on our relationships with

12

our third party contract manufacturers and their ability to manufacture our
products on a timely Dbasis in accordance with our specifications. While we
believe that there are numerous other third party manufacturers capable of
manufacturing our products, should we not be able to continue to obtain contract
manufacturing on commercially reasonable terms with our current suppliers, we
may experience difficulty obtaining inventory rapidly when needed. Any of such
events may materially, adversely affect our business, prospects, financial
condition, and results of operations.

Our success depends, to an extent, upon the continued services of Darren Marks,
our President and Chief Executive Officer and Mel Leiner, our Chief Financial
Officer and Chief Operating Officer.

We rely on the services of Darren Marks and Mel Leiner, our founders, for
strategic and operational management and the relationships they have built. The
loss of either of Messrs. Marks or Leiner could also result in the loss of our
favorable relationships with one or more of our customers. We have not entered
into an employment agreement with either Mr. Marks or Leiner but expect to do so
in the near future. In addition, we do not maintain "key person" life insurance
covering any of our management and we do not expect to obtain the same in the
future due primarily to the cost of premiums for such insurance and our limited
financial resources. This could also preclude our ability to attract and retain
qualified persons to agree to become directors of our Company.

The industry in which we operate is highly competitive.

Numerous well-known companies, which have substantially greater capital,
research and development capabilities and experience than we have, are presently
engaged in the energy drink and meat product market. By virtue of having or
introducing competitive products on the market Dbefore us, these entities may
gain a competitive advantage. If we are unable to successfully compete in our
chosen markets, our business, prospects, financial condition, and results of
operations would be materially adversely affected.

Provisions of our Articles of Incorporation and Bylaws may delay or prevent a
take-over that may not be in the best interests of our stockholders.

Provisions of our Articles of Incorporation and Bylaws may be deemed to have
anti-takeover effects, which include when and by whom special meetings of our
stockholders may be called, and may delay, defer or prevent a takeover attempt.

In addition, our Articles of Incorporation authorizes the issuance of up to
10,000,000 shares of Preferred Stock with such rights and preferences determined
from time to time by our Board of Directors. As of the date of this Prospectus,
none of our Preferred Stock is currently issued or outstanding. Our Board of
Directors may, without stockholder approval, issue additional Preferred Stock
with dividends, 1liquidation, conversion, voting or other rights that could
adversely affect the voting power or other rights of the holders of our Common

14



Edgar Filing: DNA BRANDS INC - Form S-1

Stock.

Our failure to maintain and develop our brand names could adversely affect
our revenues.

We believe that maintaining and developing our brand name, including the
trademark "DNA(R)" are critical to our success. The importance of our name
recognition may increase as our products gain market acceptance and as we enter
additional markets. If our brand building strategy is unsuccessful, we may be

unable to increase our future revenues or expand our products and services. Such
events would have a material adverse effect on our business, prospects,
financial condition and results of operations.

Any inability by us to respond to changes in consumer demands in a timely manner
could materially adversely affect our business, prospects, financial condition,
and results of operations.

Our success depends on our ability to identify, originate and define product
trends in our markets, as well as to anticipate, gauge and react to changing
consumer demands in a timely manner. Our products must appeal to a broad range
of consumers whose preferences cannot be predicted with certainty and are
subject to periodic change. We may not be able to meet changing consumer demands
in the future. If we misjudge the market for our products, we may be faced with
significant excess 1inventories for some products and missed opportunities for
other products. Either of such events could have a material adverse effect on
our business, prospects, financial condition, and results of operations.
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RISKS RELATED TO OUR COMMON STOCK

There is a limited trading market for our Common Stock and there can be no
assurance that a larger market will develop in the future.

In the absence of a public trading market, an investor may be unable to
liquidate his investment in our Company.

We do not have significant financial reporting experience, which may lead to
delays in filing required reports with the Securities and Exchange Commission
and suspension of quotation of our securities on the OTCBB which will make it
more difficult for you to sell your securities.

The OTCBB, an inter-dealer dquotation system, and other national stock exchanges
each 1limits quotations to securities of issuers that are current in their
reports filed with the Securities and Exchange Commission. Because we do not
have significant financial reporting experience, we may experience delays in
filing required reports with the Securities and Exchange Commission (the "SEC").
Because issuers whose securities are qualified for quotation on the OTCBB or any
other national exchange are required to file these reports with the SEC in a
timely manner, the failure to do so may result in a suspension of trading or
delisting.

There are no automated systems for negotiating trades on the OTCBB and it is
possible for the price of a stock to go up or down significantly during a lapse
of time between placing a market order and its execution, which may affect your
trades in our securities.

Because there are no automated systems for negotiating trades on the OTCBB, they
are conducted via telephone. In times of heavy market volume, the limitations of
this process may result in a significant increase in the time it takes to
execute investor orders. Therefore, when investors place market orders, an order
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to buy or sell a specific number of shares at the current market price, it is
possible for the price of a stock to go up or down significantly during the
lapse of time between placing a market order and its execution.

Our stock will be considered a "penny stock" so long as it trades below $5.00
per share. This can adversely affect its liquidity.

Our Common Stock 1is considered a "penny stock" and will continue to be
considered a penny stock so long as it trades below $5.00 per share and as such,
trading in our Common Stock will be subject to the requirements of Rule 15g-9
under the Securities Exchange Act of 1934. Under this rule, Dbroker/dealers who
recommend low-priced securities to persons other than established customers and
accredited investors must satisfy special sales practice requirements. The
broker/dealer must make an individualized written suitability determination for
the purchaser and receive the purchaser's written consent prior to the
transaction.

SEC regulations also require additional disclosure in connection with any trades
involving a "penny stock," including the delivery, ©prior to any penny stock
transaction, of a disclosure schedule explaining the penny stock market and its
associated risks. In addition, broker-dealers must disclose commissions payable
to Dboth the Dbroker-dealer and the registered representative and current
quotations for the securities they offer. The additional burdens imposed upon
broker-dealers by such requirements may discourage broker-dealers from
recommending transactions 1in our securities, which could severely limit the
liquidity of our securities and consequently adversely affect the market price
for our securities. In addition, few broker or dealers are likely to undertake
these compliance activities. Other risks associated with trading in penny stocks
could also be price fluctuations and the lack of a liquid market.

We do not anticipate payment of dividends, and investors will Dbe wholly
dependent upon the market for the Common Stock to realize economic benefit from
their investment.

As holders of our Common Stock, vyou will only be entitled to receive those
dividends that are declared by our Board of Directors out of retained earnings.
We do not expect to have retained earnings available for declaration of
dividends in the foreseeable future. There is no assurance that such retained
earnings will ever materialize to permit payment of dividends to you. Our Board
of Directors will determine future dividend policy based upon our results of
operations, financial condition, capital requirements, reserve needs and other
circumstances.
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Any adverse effect on the market price of our Common Stock could make it
difficult for us to raise additional capital through sales of equity
securities at a time and at a price that we deem appropriate.

Sales of substantial amounts of our Common Stock, or in anticipation that such
sales could occur, may materially and adversely affect prevailing market prices

for our Common Stock.

The market price of our Common Stock may fluctuate significantly in the
future.

We expect that the market price of our Common Stock may fluctuate in response to
one or more of the following factors, many of which are beyond our control:

o competitive pricing pressures;
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o our ability to market our services on a cost-effective and timely
basis;

o our inability to obtain working capital financing, if needed;

o changing conditions in the market;

o changes in market valuations of similar companies;

o stock market price and volume fluctuations generally;

o regulatory developments;

o fluctuations in our quarterly or annual operating results;

o additions or departures of key personnel; and

o future sales of our Common Stock or other securities.

The price at which you purchase shares of our Common Stock may not be indicative
of the price that will prevail in the trading market. You may be unable to sell
your shares of Common Stock at or above your purchase price, which may result in
substantial losses to you and which may include the complete 1loss of your
investment. In the past, securities class action 1litigation has often been
brought against a company following periods of stock price volatility. We may be
the target of similar 1litigation in the future. Securities 1litigation could
result in substantial costs and divert management's attention and our resources
away from our business. Any of the risks described above could adversely affect
our sales and profitability and also the price of our Common Stock.

RISKS RELATING TO THIS OFFERING
The market price of our Common Stock is subject to volatility.

There can be no assurance that an active trading market for the securities
offered herein will develop after this Offering, or, if developed, be sustained.
Purchasers of our Common Stock may have difficulty selling their securities
should they desire to do so and holders may lose their entire investment.

FINRA sales practice requirements may limit a stockholder's ability to buy and
sell our stock.

The Financial Industry Regulatory Authority ("FINRA") has adopted rules that
require that in recommending an investment to a customer, a broker-dealer must
have reasonable grounds for believing that the investment is suitable for that
customer. Prior to recommending speculative low priced securities to their
non—-institutional customers, broker-dealers must make reasonable efforts to
obtain information about the customer's financial status, tax status, investment

objectives and other information. Under interpretations of these rules, the
FINRA Dbelieves that there is a high probability that speculative low priced
securities will not be suitable for at least some customers. The FINRA

requirements make it more difficult for broker-dealers to recommend that their
customers buy our Common Stock, which may have the effect of reducing the level
of trading activity in our Common Stock. As a result, fewer broker-dealers may
be willing to make a market in our Common Stock, reducing a stockholder's
ability to resell shares of our Common Stock.

15

State securities laws may limit secondary trading, which may restrict the states
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in which you can sell the shares offered by this Prospectus.

If you purchase shares of our Common Stock sold in this Offering, you may not be
able to resell the shares in any state unless and until the shares of our Common
Stock are qualified for secondary trading under the applicable securities laws
of such state or there is confirmation that an exemption, such as listing in
certain recognized securities manuals, 1is available for secondary trading in
such state. There can be no assurance that we will be successful in registering
or qualifying our Common Stock for secondary trading, or identifying an
available exemption for secondary trading in our Common Stock in every state. If
we fail to register or qualify, or to obtain or verify an exemption for the
secondary trading of, our Common Stock in any particular state, our Common Stock
could not be offered or sold to, or purchased by, a resident of that state. 1In
the event that a significant number of states refuse to permit secondary trading
in our Common Stock, the market for our Common Stock will be limited which could
drive down the market price of our Common Stock and reduce the liquidity of the
shares of our Common Stock and a stockholder's ability to resell shares of our
Common Stock at all or at current market ©prices, which could increase a
stockholder's risk of losing some or all of his investment.

WE CANNOT PREDICT WHETHER WE WILL SUCCESSFULLY EFFECTUATE OUR CURRENT BUSINESS
PLAN. EACH PROSPECTIVE PURCHASER IS ENCOURAGED TO CAREFULLY ANALYZE THE RISKS
AND MERITS OF AN INVESTMENT IN OUR COMMON STOCK AND SHOULD TAKE INTO
CONSIDERATION WHEN MAKING SUCH ANALYSIS, AMONG OTHERS, THE RISK FACTORS
DISCUSSED ABOVE.

MARKET PRICE OF AND DIVIDENDS ON THE COMPANY'S
COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

MARKET INFORMATION

Trading of our Common Stock commenced on the OTCBB in July 2008 under the
trading symbol "FPRD". In November 2010 our trading symbol became "DNAX".

The table below sets forth the reported high and low bid prices for the periods
indicated. The bid prices shown reflect quotations Dbetween dealers, without
adjustment for markups, markdowns or commissions, and may not represent actual
transactions in our Common Stock.

Quarter Ended High Low

March 31, 2009 $0.55 $0.2

June 30, 2009 $0.55 $0.25
September 30, 2009 $0.55 $0.25
December 31, 2009 $0.55 $0.25
March 31, 2010 $0.39 $0.00
June 30, 2010 $1.25 $0.00
September 30, 2010 $1.35 $0.35
December 31, 2010 $1.50 $0.10
March 31, 2011 $1.10 $0.45
June 30, 2011 $1.20 $0.80

As of August 1, 2011, the closing bid price of our Common Stock was $0.93.

Trading volume in our Common Stock has been limited. As a result, the trading
price of our Common Stock is subject to significant fluctuations.

HOLDERS
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As of the date of this prospectus we had 326 holders of record for our Common
Shares. The number of record shareholders does not include those persons who
hold their shares in "street name."
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DIVIDEND POLICY

We have not paid any dividends since our incorporation and do not anticipate the
payment of dividends in the foreseeable future. At present, our policy is to
retain earnings, 1f any, to develop and market our products. The payment of
dividends in the future will depend upon, among other factors, our earnings,
capital requirements, and operating financial conditions.

SELLING STOCKHOLDERS

Between February and May 2011, we sold 4,427,000 shares of our Series A
preferred stock to a group of private investors at a price of $0.25 per shares.
Each Series A preferred share, at the option of the holder, could at any time be
converted 1into one share of our common stock. As of July 25, 2011 all Series A
preferred shares had been converted into shares of our common stock.

The persons 1listed in the following table, referred to as the "selling
shareholders", plan to offer the shares they received upon the conversion of the
Series A preferred shares, shown opposite their respective names, by means of
this prospectus.

Shares To Ownership
Name of Shares Be Sold In After

Selling Shareholder Owned This Offering Offering
Alice C. Tate, Roth IRA 40,000 40,000
Allen Roger 50,000 50,000
Benedum, David 36,000 36,000
Clark, Lee B. 36,000 36,000
Cohen, Walter Dr. 36,000 36,000
Cohen, Walter Dr. 100,000 100,000
Cohen, Walter Dr. 40,000 40,000
Cooper, Barry L. 100,000 100,000
Devlin, James B 36,000 36,000
Devlin, James B 100,000 100,000
Fernandez, Jack 200,000 200,000
Gately, Steve 200,000 200,000
Gibson, Joseph 54,000 54,000
Gibson, Joseph* 36,000 36,000
Goodman, Kerry 400,000 400,000
Grim, Harry 36,000 36,000
J. Michael Millis Trust 100,000 100,000
Kaye Foundation, Carole

and Barry 100,000 100,000
Kaye, Barry 400,000 400,000
Konzen, John 100,000 100,000
Kotyk, Thomas C. 36,000 36,000
Lyman, James W. 36,000 36,000
Mauss, Bruce V. 100,000 100,000
Mauss, Bruce V. 100,000 100,000
McKeon, Belinda and

Gary 18,000 18,000
Morse, Charles H 100,000 100,000
Nelson, Curtis J. 200,000 200,000
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Nelson, Curtis J. 36,000
Norcutt Dean D. 20,000
Potter, William 36,000
Ricks, John E. 500,000
Rutherford, Thomas Dr. 200,000
Saccoccio, August and

Maria 40,000
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Sasson, Isaaac 20,000
Sepe, Adam 24,000
Sheth Nikhil, Dr. 80,000
Shpritz, Louis, MD 336,000
Squitieri, Victor R 60,000
Squitieri, Victor R 40,000
Unique Health Care 200,000
White, Jeffrey 18,000
Wood, Richard A. 27,000
4,427,000 4,

The controlling person of the non-individual

Name of Shareholder Controlling P

Alice C. Tate, Roth IRA Alice C. Tate

Kay Foundation Carole and Ba

Unique Health Care

36,000
20,000
36,000
500,000
200,000

40,000

20,000
24,000
80,000
336,000
60,000
40,000
200,000
18,000
27,000

selling shareholders are:

erson

rry Kay

None of the Selling Stockholders have had a m
of our affiliates other than as a stockholde
years.
OF CERTAIN BENEFICIAL OWNERS & MANAGEMENT" be

To our knowledge, none of the Selling Shareho
securities broker.

See the table and footnotes to the table located in "SECURITY

aterial relationship with us or any
r at any time within the past three
OWNERSHIP
low.

lder are affiliated with a

PLAN OF DISTRIBUTION

The shares of common stock owned by the Selling Stockholders and any of his/her
pledges, assignees, and successors—-in-interest may, from time to time, be

offered and sold from time to time on any sto
facility on which the shares are traded or in
Stockholders may offer shares in transactions
Sales may be at fixed or negotiated prices. A
any one or more of the following methods when

o ordinary brokerage transactions
broker-dealer solicits purchasers;

o block trades in which the broker

ck exchange, market, or trading
private transactions. The Selling
at fixed or negotiated prices.
selling security holder may use
selling shares:

and transactions 1in which the

—dealer will attempt to sell the

shares as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

o purchases by a broker—-dealer
broker—-dealer for its account;

as principal and resale Dby the
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o an exchange distribution in accordance with the rules of the
applicable exchange;

o privately negotiated transactions;

o settlement of short sales entered into after the effective date of the
registration statement of which this Prospectus is a part;

o broker-dealers may agree with the selling security holders to sell a
specified number of such shares at a stipulated price per share;

o through the writing or settlement of options or other hedging
transactions, whether through an options exchange or otherwise;

o a combination of any such methods of sale; or
o any other method permitted pursuant to applicable law.
18

In competing sales, Dbrokers or dealers engaged by the selling shareholders may
arrange for other Dbrokers or dealers to participate. Brokers or dealers may
receive commissions or discounts from selling shareholders in amounts to be
negotiated. As to any particular Dbroker-dealer, this compensation might be in
excess of customary commissions. Neither we nor the selling stockholders can
presently estimate the amount of such compensation. Notwithstanding the above,
no FINRA member will charge commissions that exceed 8% of the total proceeds
from the sale. The Selling Stockholders and any Dbroker/dealers who act in
connection with the sale of their securities may Dbe deemed to be an
"underwriter" within the meaning of Section 2(11) of the Securities Acts of
1933, and any commissions received by them and any profit on any resale of the
securities as principal will be deemed to be underwriting discounts and
commissions under the Securities Act. The Selling Stockholder, who is an
"underwriter" within the meaning of Section 2(11) of the Securities Act, is
subject to the Prospectus delivery requirements of the Securities Act. Each
Selling Stockholder has informed the Company that it does not have any agreement
or understanding, directly or indirectly, with any person to distribute the
Common Stock.

If any Selling Stockholder enters into an agreement to sell his or her
securities to a broker-dealer as principal, and the broker-dealer is acting as
an underwriter, we will file a post-effective amendment to the registration
statement, of which this prospectus is a part, identifying the Dbroker-dealer,
providing required information concerning the plan of distribution, and
otherwise revising the disclosures in this prospectus as needed. We will also
file the agreement Dbetween the selling shareholder and the broker-dealer as an
exhibit to the post-effective amendment to the registration statement.

The Selling Shareholders may also sell their shares pursuant to Rule 144 of the
Securities and Exchange Commission.

We are bearing all costs relating to the registration of the Common Stock, which
are estimated at $33,482. The Selling Stockholders, however, will pay any
commissions or other fees payable to brokers or dealers in connection with the
exercise and purchase of the Common Stock and any sale of the Common Stock. We
have agreed to indemnify the Selling Stockholders against certain losses,
claims, damages, and liabilities, including liabilities under the 33 Act.

We agreed to keep this Prospectus effective until the earlier of (i) the date on
which the shares may be resold by the Selling Stockholders without registration
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by reason of Rule 144 under the Securities Act or any other rule of similar
effect, or (ii) all of the shares have been sold pursuant to this Prospectus or
Rule 144 under the Securities Act or any other rule of similar effect. The
resale shares will be sold only through registered or licensed brokers or
dealers if required under applicable state securities laws. In addition, in
certain states, the resale shares may not be sold unless they have been
registered or qualified for sale in the applicable state or an exemption from
the registration or qualification requirement is available and is complied with.

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

OVERVIEW

Some of the information in this Prospectus contains forward-looking statements

that involve substantial risks and uncertainties. You can identify these
statements Dby forward-looking words such as "may," "will," "expect, "
"anticipate," "believe," "estimate" and "continue," or similar words. You should

read statements that contain these words carefully because they:

o discuss our future expectations;

o contain projections of our future results of operations or of our
financial condition; and

o state other "forward-looking" information.

We believe it is important to communicate our expectations. However, there may
be events in the future that we are not able to accurately predict or over which
we have no control. Our actual results and the timing of certain events could
differ materially from those anticipated in these forward-looking statements as
a result of certain factors, including those set forth under "RISK FACTORS" and
"DESCRIPTION OF BUSINESS" and elsewhere in this Prospectus. See "RISK FACTORS."
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COMPANY OVERVIEW AND HISTORY
DNA Brands, Inc. (hereinafter referred to as "us," "our," "we," the "Company" or
"DNA") was incorporated in the State of Colorado on May 23, 2007 under the name
"Famous Products, Inc." Prior to July 6, 2010 we were a holding company

operating as a promotion and advertising company. Our current business commenced
in May 2006 in the State of Florida wunder the name "Grass Roots Beverage
Company, Inc." ("Grass Roots"). Initial operations of Grass Roots included
development of our energy drinks, sampling and other marketing efforts and
initial distribution in the State of Florida.

Effective July 6, 2010, we executed agreements to acquire all of the remaining
assets, liabilities and contract rights of DNA Beverage Corporation of Boca
Raton, Florida ("DNA Beverage"), and 100% of the common stock of DNA Beverage's
wholly owned subsidiary Grass Roots Beverage Company, Inc. ("Grass Roots") in
exchange for the issuance of 31,250,000 shares of our common stock. As part of
the terms of these transactions, our former President agreed to voluntarily
redeem 19,274,400 common shares Dback to us. The share issuance represented
approximately 94.6% of our outstanding shares at the time of issuance. Each DNA
Beverage shareholder on the Record Date received 0.729277764 shares of our
Common Stock for every one share of DNA Beverage they owned on the Record Date.

Additionally, our officers and directors resigned their ©positions with us and
were replaced by the former management team of DNA Beverage. Mr. Darren Marks
became a director and our President and CEO, and Mr. Melvin Leiner Dbecame a
director and our Executive Vice President, Secretary and COO/CFO.As a result of
this transaction we changed our name to "DNA Brands, Inc." Our principal offices
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are located at 506 NW 77th Street, Boca Raton, Florida, 33487, telephone (954)
970-3826. Our website is www.dnabrandsusa.com.

In addition, to the transaction described above, our former Board of Directors
approved a "spin-off" of our wholly owned subsidiary company, Fancy Face
Promotions, 1Inc., a Colorado corporation. The terms of this "spin-off" provide
for a dividend to be issued to our shareholders of one share of common stock for
every share that our shareholders owned as of June 30, 2010, the record date of
the dividend.

Following is our results of operations for our fiscal years ended December 31,
2010 and 2009 and for the three month periods ended March 31, 2011 and 2010. All
DNA Beverage share amounts for the periods presented in this Prospectus
including weighted average shares outstanding and shares outstanding have been
adjusted to reflect the conversion ratio of 0.729277764. Share amounts for the
audited periods of December 31, 2010 and 2009, respectively, have not been
converted using this conversion ratio.

RESULTS OF OPERATIONS

Comparison of Results of Operations for the years ended December 31, 2010 and
2009

Revenue

Revenue for the year ended December 31, 2010 was $1,168,461 compared to $667,276
for the year ended December 31, 2009. This increase of 75.1% for year ended
December 31, 2010 compared to the year ended December 31, 2009 is primarily
attributable to our growing number of retail distribution channels in 2010,
compared to 2009 combined with increased marketing efforts. While no assurances
can be provided, we expect that our ongoing sales and marketing efforts,
combined with brand recognition and awards we have received for the quality of
our products will generate significant incremental revenue increases in the
future. However our ability to continue to expand our revenue is dependent upon
our success in raising additional capital and there can be assurance we will be
successful or obtain funding to support our marketing efforts. See "Liquidity
and Capital Resources" below.

Gross Margin

We calculate gross margin by subtracting cost of goods sold from revenue. Gross
margin percentage is calculated by dividing the gross margin by revenue. Our
gross margin for the year ended December 31, 2010 was $299,387 compared to
$199,156 in the same period in 2009. Our gross margin percentage in 2010
decreased to 25.6% compared to 29.8% in 2009. Since we are in our growth phase
and a small number of sales and transactions can impact our gross margin
percentage, we do not believe that the gross margin percentages for the year
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ended December 31, 2010 is indicative of future results. Until we reach higher
and more consistent sales level, we believe that our future gross margin levels
will vary from quarter to quarter and year to year.

Compensation and Benefits

Compensation and benefits for the year ended December 31, 2010 were $3,510,129
compared to $2,272,551 for the same period in 2009. Due to our limited
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liquidity, in 2009 we began to incentivize key employees with a small Dbase
salary and significant stock grants. Our two executive officers have deferred
all cash salary since 2008. The increase in 2010 compensation levels compared to
2009 is primarily attributable to an increase in stock grants of approximately
$665,000 over 2009 levels and the hiring of additional personnel in the area of
sales and marketing to help support our growth.

General and Administrative

General and administrative expense ("G&A") for the year ended December 31, 2010
was $999,015 compared to $733,516 for the year ended December 31, 2009. G&A is
primarily comprised of office and warehouse rent, utilities, corporate
insurance, travel and entertainment, and other expenses. The increase in G&A for
the year ended December 31, 2010 compared to the same periods in 2009 is
attributable to increases in rent, travel, insurance and vehicle expenses. We
believe that we can significantly increase sales levels with minimal increases
in G&A. However, there can be no assurances that we will be successful in
increasing sales levels or minimizing G&A expenses in the future.

Professional and outside services

Professional and outside services for the year ended December 31, 2010 was
$2,209,840 compared to $333,520 for the vyear ended December 31, 2009.
Professional and outside services are comprised primarily of legal, public
relations, accounting and other fees. The significant increase 1in 2010
professional and outside services 1is attributable to increases in legal fees of
approximately $1,400,000, increases in accounting fees of approximately $165,000
and increase 1in investor relations fees of approximately $249,000. These
expenses were 1incurred as a result of the reverse merger that occurred on July
6th as described throughout this Prospectus. Approximately $1,400,000 of the
increased expenses in 2010 is attributable to non-cash stock awards.

Selling and marketing expenses

Selling and marketing expenses for the vyear ended December 31, 2010 was
$906,367, compared to $266,569 for the year ended December 31, 2009. The
material increase 1in selling and marketing expenses during the year ended
December 31, 2010 compared to 2009 is attributable to marketing, promotion and
selling efforts. During 2010, we increased the number of our distribution chains
allowing us to utilize a greater number of promotional opportunities to expand
our sales territories. Additionally, we upgraded our sponsorship agreements to
include higher profile athletes in an effort to establish a larger national
presence. We believe that these increased efforts have yielded a number of new
accounts with significant potential for new sources of revenue. There can be no
assurances that ongoing and additional marketing efforts will generate new
sources of revenue in excess of these marketing expenses

Interest expense

Interest expense for the year ended December 31, 2010 was $116,081 compared to
$489,974 for the year ended December 31, 2009. The primary reason for the
significant drop in 1interest expense for the year ended December 31, 2010
compared to the same periods in 2009 is attributable to the conversion of
convertible debt to common stock (See Note 10 to the ©Notes to Financial
Statements) in May and June of 2010. As a result we no longer recorded interest
expense associated with the amortization of loan discount. Due to the thinly
traded nature of our Common Stock and selling restrictions placed upon insiders
and executive management, we believe that the amount of shares issued to retire
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this debt was reasonable.

Net loss

We incurred a net loss of $7,468,422 during the year ended December 31, 2010,
or, $0.28 per share compared to a net loss of $3,918,721 for the year ended
December 31, 2009, or, $0.26 per share. Since inception we have generated
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material operating losses. A significant portion of these losses as described in
this Prospectus are non-cash in nature, however, the losses remain substantial
excluding those items. We believe that based upon our growing distribution
channels, recognition of the quality of our products and marketing plan than we
can become profitable from operations by the beginning of 2012. However there
can be no assurances that we will be successful or that we will have sufficient
liquidity to execute our plans.

Comparison of Results of Operations for the three month periods ended March
31, 2011 and 2010

Revenue

Revenue for the three month period ended March 31, 2011 was $265,817, compared
to $310,305 during the corresponding period of the prior year. Our revenue for
the three months ended March 31, 2011 decreased 14.3% compared to the same
period in the prior year. This decrease is primarily attributable to a changing
customer Dbase during our growth phase where we are continually testing our
products through a variety of channels. For the first quarter of 2011, there
were a number of new customers who we weren't selling to during the first
quarter of 2010. However, the revenue from these new customers in 2011 did not
offset the loss of revenue from customers from the same period in 2010 who
tested the product and did not re-order, or, who we chose not to continue doing
business with in 2011. We believe this a normal process for the introduction of
a new product and can provide no assurances that we will not have sales
fluctuation from quarter to quarter while we continue to introduce our product
into various retail markets and distribution channels.

While no assurance can be provided, we expect that our ongoing sales and
marketing efforts, combined with our increasing brand recognition and the awards
we have received for the quality of our products will generate significant
incremental revenue for us in the future. However, our ability to achieve
increased revenue i1s dependent upon our success in raising additional capital.
No assurances can be provided that we will successfully raise the funding
necessary to support our marketing efforts. See "Liquidity and Capital
Resources."

Gross margin

We calculate gross margin by subtracting cost of goods sold from revenue. Gross
margin percentage is calculated by dividing the gross margin by revenue. Our
gross margin for the three month period ended March 31, 2011 was $85,103, as
compared to $48,875 during the corresponding period of the prior year. Our gross
margin percentage increased to 32.0% from 15.8% when compared to the prior year
period. The increase in gross margin percentage 1is due to the varying price
structures that we have tested during 2010 and 2011 in various markets. Since we
are in our growth phase a small number of sales and transactions can impact our
gross margin percentage either up or down. We do not believe that the gross
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margin percentages for the three month periods in 2011 and 2010 are necessarily
indicative of future results when applied to larger sales volumes.

Compensation and benefits

Compensation and benefits for the three month period ended March 31, 2011 was
$480,335, as compared to $1,707,551 during the corresponding period of the prior

year. The decrease in compensation and benefits of $1,227,216, or 71.9%, from
the prior year period is primarily attributable to the issuance of common stock
to employees as compensation in 2010. Due to our limited 1liquidity, we have

incentivized key employees earning a small base salary with significant stock
grants.

Stock grants to employees vest immediately and are recorded at their fair market
value on the date that our Board of Directors approves such grants. On January
11, 2010, we granted five key employees an aggregate of 1,932,586 shares of our
common stock. We valued these shares at their quoted market wvalues upon
authorization and recorded an expense of $1,245,500 during the three month
period ended March 31, 2010.

Our two executive officers have deferred cash payment of their salaries since
2008. For both the three month periods ended March 31, 2011 and 2010, we
recorded $62,500 in compensation expense related to these deferrals. At March
31, 2011, the aggregate value of these salary deferrals totaled $812,500 and was
included in our accrued liabilities.
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General and administrative

General and administrative expenses ("G&A") for the three month period ended
March 31, 2011 were $231,557, as compared to $221,624 during the corresponding
period of the prior year. G&A remained relatively similar to the levels incurred
in the prior year period, increasing by only $9,933 or 4.5%. G&A is primarily
comprised of the rent associated with our facilities, cost of wutilities,
insurance premiums, travel and entertainment, and other miscellaneous expenses.

Professional and outside services

Professional and outside services for the three month period ended March 31,
2011 was $205,468, as compared to $271,413 during the corresponding period of
the prior year. Professional and outside services are comprised primarily of

accounting fees, legal fees, investor and public relations expenses and other
miscellaneous services. The decrease in professional and outside services of
$65,945, or 24.3%, is primarily attributable to the reduction in investor

relation fees to $33,500 in the current period from $93,113 in the prior year.

Selling and marketing expenses

Selling and marketing expenses for the three month period ended March 31, 2011
were $219,455, as compared to $206,113 during the corresponding period of the
prior year. The nominal increase in selling and marketing expenses of $13,342,
or 6.5%, is primarily attributable to our continued marketing and promotional
efforts. We continue to increase the number of our distribution chains; allowing
us to utilize a greater number of vehicles to expand our sales territories.
Additionally, we continue to upgrade our sponsorship agreements to include
higher profile athletes in an effort to establish a larger national presence.
There can be no assurances that these expenditures will enable us to increase
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revenue.

Interest expense

Interest expense for the three month period ended March 31, 2011 was $9,065, as
compared to $56,920 during the corresponding period of the prior vyear. The
decrease in interest expense of $47,855, or 84.1%, is primarily attributable to
the amortization of loan discounts related to convertible, subordinated
debentures during the prior year period. During the three month period ended
March 31, 2010, we recorded $42,447 in non-cash 1interest expense relative to
these loan discounts, resulting from beneficial conversion features.

In February 2011 we issued 12