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PART I. FINANCIAL INFORMATION 

Item 1. Financial Statements 

LANDEC CORPORATION
CONSOLIDATED CONDENSED BALANCE SHEETS

(In thousands) 

  

January 27,
2002

 

October 28,
2001

 

  

(Unaudited)

   
Assets     

Current Assets:        
 Cash and cash equivalents  $ 7,601 $ 8,695 
 Restricted cash   946  932 

 
Accounts receivable, less allowance for doubtful accounts of $799 and $880 at January 27, 2002 and
October 28, 2001   16,634  14,161 

 Inventory   16,119  14,639 
 Investment in farming activities   687  1,285 
 Notes and advances receivable   4,015  3,918 
 Notes receivable, related party   447  475 
 Prepaid expenses and other current assets   1,973  1,847 
 Assets held for sale   14,043  13,988 
    
Total Current Assets   62,465  59,940 

Property and equipment, net   20,523  19,999 
Goodwill, net   22,002  22,002 
Other intangible assets, net   15,077  15,103 
Notes receivable   1,207  1,606 
Other assets   1,359  1,472 
    
  $ 122,633 $ 120,122 
    

Liabilities and Shareholders' Equity     
Current Liabilities:        
 Accounts payable  $ 18,470 $ 17,241 
 Grower payables   3,258  2,845 
 Related party payables   711  508 
 Accrued compensation   2,017  1,646 
 Other accrued liabilities   8,734  9,125 
 Deferred revenue   15,774  2,622 
 Lines of credit   8,381  15,612 
 Current maturities of long term debt   4,532  4,969 



    
Total Current Liabilities   61,877  54,568 

Long term debt, less current maturities   11,323  12,835 
Other liabilities   1,858  1,845 
Minority interest   1,077  1,035 
    
 Total Liabilities   76,135  70,283 

Shareholders' Equity:        
 Preferred stock   14,149  14,049 
 Common stock   93,371  93,191 
 Accumulated deficit   (61,022)  (57,401)
    
Total Shareholders' Equity   46,498  49,839 
    
  $ 122,633 $ 120,122 
    

See accompanying notes.
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LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share amounts) 

  

Three Months Ended

 

  

January 27,
2002

 

January 28,
2001

 
Revenues:        
 Product sales  $ 32,924 $ 31,641 
 Services revenue   6,094  12,480 
 Service revenue, related party   780  413 
 License fees   427  93 
 Research, development and royalty revenues   121  108 
    
Total revenues   40,346  44,735 

Cost of revenue:        
 Cost of product sales   30,265  28,399 
 Cost of services revenue   5,394  11,504 
    
Total cost of revenue   35,659  39,903 

Gross profit   4,687  4,832 

Operating costs and expenses:        
 Research and development   832  763 
 Selling, general and administrative   6,783  7,489 
    
Total operating costs and expenses   7,615  8,252 
    
Operating loss   (2,928)  (3,420)

Interest income   33  135 
Interest expense   (631)  (606)
Other income (expense)   5  (33)
    
Net loss from continuing operations   (3,521)  (3,924)
Loss from discontinued operations   —  (15)
    
Net loss before dividends   (3,521)  (3,939)
Dividends on series B preferred stock   (100)  — 
    
Net loss applicable to common shareholders  $ (3,621) $ (3,939)
    
Basic and diluted net loss per share:        



 Continuing operations  $ (0.22) $ (0.24)
 Discontinued operations   —  — 
    
Basic and diluted net loss per share  $ (0.22) $ (0.24)
    
Shares used in computing basic and diluted net loss per share   16,563  16,150 
    

See accompanying notes.
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LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
(In thousands) 

  

Three Months Ended

 

  

January 27,
2002

 

January 28,
2001

 
Cash flows from operating activities:        
Net loss from continuing operations  $ (3,521) $ (3,924)
Adjustments to reconcile net loss to net cash used in operating activities:        
 Depreciation and amortization   741  1,288 
 Loss from discontinued operations   —  (15)
 Disposal of property and equipment   59  13 
 Changes in current assets and liabilities:        
  Restricted cash   (14)  — 
  Accounts receivable   (2,473)  4,456 
  Inventory   (1,480)  (4,212)
  Investment in farming activities   598  933 
  Prepaid expenses and other current assets   (126)  (448)
  Assets held for sale   (55)  (42)
  Accounts payable   1,229  (822)
  Grower payables   413  (8,359)
  Related party payables   203  (116)
  Accrued compensation   371  (725)
  Other accrued liabilities   (502)  (670)
  Deferred revenue   13,152  7,478 
    
 Total adjustments   12,116  (1,241)
    
Net cash provided by (used in) operating activities   8,595  (5,165)
    
Cash flows from investing activities:        
Decrease in other assets and liabilities   124  163 
Purchases of property and equipment   (1,285)  (1,567)
Decrease in notes receivable and advances   330  1,144 
    
Net cash used in investing activities   (831)  (260)

Cash flows from financing activities:        
Proceeds from sale of common stock   180  231 
Borrowings on lines of credit   5,235  9,194 
Payments on lines of credit   (12,466)  (4,651)
Proceeds from issuance of long term debt   34  173 
Payments on long term debt   (1,883)  (1,366)
Increase (decrease) in minority interest liability   42  (81)
Distributions to minority interest   —  (249)
    
Net cash (used in) provided by financing   (8,858)  3,251 

Net decrease in cash and cash equivalents   (1,094)  (2,174)

Cash and cash equivalents at beginning of period   8,695  8,637 
    
Cash and cash equivalents at end of period  $ 7,601 $ 6,463 
    



See accompanying notes.
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LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unaudited 

1.    Basis of Presentation

        Landec Corporation and its subsidiaries ("Landec" or the "Company") design, develop, manufacture, and sell temperature-activated and other specialty
polymer products for a variety of food products, agricultural products, and licensed partner applications. In addition, the Company markets and distributes hybrid
corn seed to farmers and produce and specialty packaged fresh-cut vegetables to retailers and foodservice companies primarily in the United States and Canada.

        The accompanying unaudited consolidated financial statements of Landec Corporation ("Landec" or the "Company") have been prepared in accordance with
accounting principles generally accepted in the United States for interim financial information and with the instructions for Form 10-Q and Article 10 of
Regulation S-X. In the opinion of management, all adjustments (consisting of normal recurring accruals) necessary to present fairly the financial position, results
of operations, and cash flows at January 27, 2002, and for all periods presented, have been made. Although Landec believes that the disclosures in these financial
statements are adequate to make the information presented not misleading, certain information normally included in financial statements and related footnotes
prepared in accordance with accounting principles generally accepted in the United States have been condensed or omitted per the rules and regulations of the
Securities and Exchange Commission. The accompanying financial data should be reviewed in conjunction with the audited financial statements and
accompanying notes included in Landec's Annual Report on Form 10-K for the fiscal year ended October 28, 2001.

        The results of operations for the three month period ended January 27, 2002 are not necessarily indicative of the results that may be expected for the fiscal
year ended October 27, 2002. For instance, due to the cyclical nature of the corn seed industry, a significant portion of Landec Ag revenues and profits will be
concentrated over a few months during the spring planting season (generally during Landec's second fiscal quarter).

        To remain focused on its core businesses, Landec's Board of Directors approved in October 2001 the sale of Dock Resins Corporation ("Dock Resins"), the
Company's specialty chemical subsidiary. The Company made the decision to sell Dock Resins in order to strengthen its balance sheet by reducing debt and other
liabilities. The Company expects a sale of Dock Resins to close in fiscal year 2002. As a result of the decision to sell Dock Resins, the financial results of Dock
Resins have been reclassed to discontinued operations for all periods presented, and the estimated loss on the sale was recorded in fiscal year 2001. Unless
otherwise specified, the information and descriptions provided in this report relate only to the continuing operations of the Company.

Use of Estimates

        The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make
certain estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported results of operations during the reporting period. Actual results could differ materially from those estimates.

        For instance, the carrying value of advances and notes receivable, as well as investments in farming activities, are impacted by current market prices for the
related crops, weather conditions and the fair value of the underlying security obtained by the Company, such as, liens on property and crops. The Company
recognizes losses when it estimates that the fair value of the related crops or security is insufficient to cover the advance, note receivable or investment.
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Reclassifications

        Certain reclassifications have been made to prior period financial statements to conform to the current period presentation.

2.    Recent Pronouncements

        In June 2001, the Financial Accounting Standards Board issued Statements of Financial Accounting Standards No. 141, Business Combinations, and
No. 142, Goodwill and Other Intangible Assets, effective for fiscal years beginning after December 15, 2001. Under the new rules, goodwill and intangible assets
deemed to have indefinite lives will no longer be amortized but will be subject to annual impairment tests in accordance with the Statements. Other intangible
assets will continue to be amortized over their useful lives.

        The Company has applied the new rules on accounting for goodwill and other intangible assets beginning in the first quarter of fiscal year 2002. Application
of the nonamortization provisions of the Statement resulted in an increase in net income of approximately $640,000 for the quarter ended January 27, 2002.
During the second quarter of fiscal 2002, the Company will complete the first of the required impairment tests of goodwill and indefinite lived intangible assets as
of October 28, 2001. The Company has not yet determined what the effect of these tests will be on the earnings and financial position of the Company.

        Goodwill and other acquisition-related intangibles are reviewed for recoverability periodically or whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. The carrying amount is compared to the undiscounted cash flows of the businesses acquired. Should the review
indicate that these intangibles are not recoverable, their carrying amount would be reduced by the estimated shortfall of those cash flows. No impairment has been
indicated to date.

3.    Inventories

        Inventories are stated at the lower of cost (using the first-in, first-out method) or market and consisted of the following (in thousands):

  January 27,
2002

 October 28,
2001

 



Finished goods  $ 12,058 $ 9,030 
Raw materials   3,521  4,885 
Work in process   1,213  1,355 
    
 Gross inventory   16,792  15,270 
Less reserves   (673)  (631)
    
 Net inventory  $ 16,119 $ 14,639 
    

4.    Dividends

        In January 2002, the holders of Series B Preferred Stock earned and were issued an accrued stock dividend of 2,857 additional shares of Series B Preferred
Stock. Dividends for Series B Preferred Stock are cumulative and were declared by the Board of Directors and issued at a price of $35 per share.

5.    Discontinued Operations

        In October 2001, the Board of Directors approved a plan to sell Dock Resins, the Company's specialty chemical subsidiary. The Company anticipates that a
sale of Dock Resins will close during fiscal year 2002. As a result of this decision, the financial results of Dock Resins have been included in
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the consolidated statement of operations as a discontinued operation and its net assets have been reclassified in the consolidated balance sheets to assets held for
sale.

        The estimated loss recorded in fiscal year 2001 on the pending sale of Dock Resins was $2.5 million, which is comprised of an estimated loss on the disposal
of Dock Resins of $1.3 million; transaction costs and certain costs directly related to the sale, including consulting fees and professional fees of $900,000; and a
provision of $258,000 for the anticipated operating losses from the measurement date of October 18, 2001 to the estimated disposal date of October 27, 2002. The
loss the Company will ultimately realize on the sale of Dock Resins could differ materially from the amounts currently assumed in arriving at the loss recorded in
fiscal year 2001 from the disposal of Dock Resins.

        The condensed components of the net assets of Dock Resins included in assets held for sale in the accompanying consolidated condensed balance sheets as
of January 27, 2002 and October 28, 2001 are as follows (in thousands):

  

January 27, 2002

 

October 28, 2001

 
Total current assets   3,721  3,954 
Total assets   18,085  18,448 
Total current liabilities   (3,093)  (3,433)
Other liabilities   (2,336)  (2,473)
    
 Net assets of Dock Resins before loss on disposal   12,656  12,542 
Loss on disposal   (1,342)  (1,342)
    
 Net assets of Dock Resins  $ 11,314 $ 11,200 
    

        The condensed statements of operations of Dock Resins for the quarters ended January 27, 2002 and January 28, 2001 are as follows (in thousands):

  

January 27, 2002

 

January 28, 2001

 
Product sales  $ 2,711 $ 2,938 
Cost of product sales   1,840  1,908 
    
 Gross profit   871  1,030 
Operating expenses   839  1,079 
    
Operating profit (loss)   32  (49)
Other (expense) income   (69)  34 
    
 Net loss from discontinued operations  $ (37) $ (15)
    

        The loss for Dock Resins for the first quarter of fiscal year 2002 were included in the estimated loss of $2.5 million from the disposal of discontinued
operations recorded in the fiscal year 2001. Dock Resins' losses and/or profits during the current fiscal year will be recorded as an adjustment to assets held for
sale with the corresponding offset to accrued liabilities.

6.    Business Segment Reporting

        Landec operates in two business segments: the Food Products Technology segment and the Agricultural Seed Technology segment. The Food Products
Technology segment markets and packs produce and specialty packaged whole and fresh-cut vegetables that incorporate the Intellipac™ breathable membrane for



the retail grocery, club store and food services industry through its Apio Inc. ("Apio") subsidiary. The Agricultural Seed Technology segment markets and
distributes hybrid seed corn to the farming industry and is developing seed coatings using Landec's proprietary Intelimer® polymers through Landec Ag, Inc.
("Landec Ag"). The Food Products Technology and Agricultural Seed Technology segments include charges for corporate services allocated from the Corporate
and
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Other segment. Corporate and Other amounts include non-core operating activities, corporate operating costs and net interest expense.

        Operations by Business Segment (in thousands):

Quarter ended January 27, 2002

 

Food Products
Technology

 

Agricultural
Seed

Technology

 

Corporate and
Other

 

TOTAL

 
Net sales  $ 39,184 $ 614 $ 548 $ 40,346 
Gross profit  $ 3,916 $ 223 $ 548 $ 4,687 
Net income (loss) from continuing operations  $ (2,443) $ (1,739) $ 661 $ (3,521)
Interest expense  $ 567 $ 64 $ — $ 631 
Interest income  $ 33 $ — $ — $ 33 
Depreciation and amortization  $ 559 $ 129 $ 53 $ 741 

Quarter ended January 28, 2001
             

Net sales  $ 44,497 $ 52 $ 186 $ 44,735 
Gross profit  $ 4,717 $ (11) $ 126 $ 4,832 
Net loss from continuing operations  $ (821) $ (2,587) $ (516) $ (3,924)
Interest expense  $ 543 $ 63 $ 0 $ 606 
Interest income  $ 130 $ 2 $ 3 $ 135 
Depreciation and amortization  $ 948 $ 284 $ 56 $ 1,288 
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Item 2. 

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

        The following discussion should be read in conjunction with the unaudited consolidated financial statements and accompanying notes included in Part I—
Item 1 of this Form 10-Q and the audited consolidated financial statements and accompanying notes and Management's Discussion and Analysis of Financial
Condition and Results of Operations included in Landec's Annual Report on Form 10-K for the fiscal year ended October 28, 2001.

        Except for the historical information contained herein, the matters discussed in this report are forward-looking statements within the meaning of Section 21E
of the Securities and Exchange Act of 1934. These forward-looking statements involve certain risks and uncertainties that could cause actual results to differ
materially from those in the forward-looking statements. Potential risks and uncertainties include, without limitation, those mentioned in this report and, in
particular the factors described below under "Additional Factors That May Affect Future Results," and those mentioned in Landec's Annual Report on Form 10-K
for the fiscal year ended October 28, 2001. Landec undertakes no obligation to revise any forward-looking statements in order to reflect events or circumstances
that may arise after the date of this report.

Critical Accounting Policies and the Use of Estimates

        The preparation of the Company's financial statements in conformity with accounting principles generally accepted in the United States requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could differ
materially from those estimates. The judgements and assumptions used by management are based on historical experience and other factors, which are believed to
be reasonable under the circumstances.

        Inventories are stated at the lower of cost or market. Cost is determined using a standard cost approach. If the cost of the inventories exceeds their expected
market value, provisions are recorded currently for the difference between the cost and the market value. These provisions are determined based on significant
estimates.

        Apio has made advances to fruit growers for the development of orchards, and to produce growers for crop and harvesting costs. Typically, except for
development advances, these advances are paid off within the growing season (less than one year) from harvested crops. Development advances and advances not
fully paid during the current growing season are converted to interest bearing obligations, evidenced by contracts and notes receivable. These notes receivable and
advances are secured by perfected liens on land and/or crops and have terms that range from twelve to sixty months. Notes receivable are periodically reviewed
(at least quarterly) for collectibility. A reserve is established for any note or advance deemed to not be fully collectible based upon an estimate of the crop value or
the fair value of the security for the note or advance. If crop prices or the fair value of the underlying security declines the Company may be unable to fully
recoup its investment and the estimated losses would rise in the current period, potentially to the extent of the total investment.

        Investments in farming activities consist of cash advances to growers for expenses to be incurred during the growing season, in exchange for a percentage
ownership in the proceeds of the crops. Net income or loss is generally recognized on these investments based on the Company's percentage ownership of the net
proceeds of the crops as fields are harvested and proceeds are settled. Additionally, certain farming agreements contain provisions wherein the Company bears the



risk of loss if the net proceeds from the crops are not sufficient to cover the expense incurred. If crop prices decline the Company may be unable to fully recoup
its investment and the estimated losses would rise in the current period, potentially to the extent of the total investment.
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        The Company maintains allowances for doubtful accounts for estimated losses resulting from the inability of its customers to make required payments. The
allowance for doubtful accounts is based on review of the overall condition of accounts receivable balances and review of significant past due accounts. If the
financial condition of the Company's customers were to deteriorate, resulting in an impairment of their ability to make payments, additional allowances may be
required. Bad debt losses are partially mitigated due to low risks related to the fact that the Company's customers are predominantly large financially sound
national and regional retailers.

        Revenue from product sales is recognized when there is persuasive evidence that an arrangement exists, delivery has occurred, the price is fixed and
determinable, and collectibility is reasonably assured. Allowances are established for estimated uncollectible amounts, product returns, and discounts. If actual
future returns and allowances differ from past experience, additional allowances may be required.

        Licensing revenue is recognized in accordance with Staff Accounting Bulletin (SAB) No. 101, Revenue Recognition in Financial Statements. Initial license
fees are deferred and amortized over period of the agreement to revenue when a contract exists, the fee is fixed and determinable, and collectibility is reasonably
assured. Noncancellable, nonrefundable license fees are recognized over the research and development period of the agreement, as well as the term of any related
supply agreement entered into concurrently with the license when the risk associated with commercialization of a product is non-substantive at the outset of the
arrangement.

        Contract revenue for research and development (R&D) is recorded as earned, based on the performance requirements of the contract. Non-refundable
contract fees for which no further performance obligations exist, and there is no continuing involvement by the Company, are recognized on the earlier of when
the payments are received or when collection is assured.

        The estimation of net sales proceeds to be received from the sale of discontinued operations and assets held for sale are based on indications of value
expressed by prospective buyers and the advise of financial advisors. The Company does not expect the actual proceeds to be significantly different from
estimates. However, until the completion of divestitures, the possibility exists that actual proceeds could be materially different than estimated.

Overview

        Landec Corporation and its subsidiaries ("Landec" or the "Company") design, develop, manufacture and sell temperature-activated and other polymer
products for a variety of food products, agricultural products, and licensed partner applications. This proprietary polymer technology is the foundation, and key
differentiating advantage, upon which Landec has built its business.

        Landec's Food Products Technology business, operated through its wholly owned subsidiary Apio, combines Landec's proprietary food packaging
technology with the capabilities of a large national food supplier and value-added produce processor. This combination was consummated in December 1999
when Landec acquired Apio, Inc. and certain related entities (collectively "Apio").

        Landec's Agricultural Seed Technology business, operated through its wholly owned subsidiary Landec Ag, combines Landec's proprietary seed coating
technology with a unique Fielder's Choice Direct system of selling called eDC™—e-commerce, direct marketing and consultative sales.

        In addition to its core businesses, Landec also operates a Technology Licensing/Research and Development Business which licenses products to industry
leaders such as Alcon Laboratories, Inc. and UCB Chemicals Corporation. It also engages in research and development activities with companies such as
ConvaTec, a division of Bristol-Myers Squibb.

        To remain focused on its core businesses, Landec's Board of Directors approved in October 2001 the sale of Dock Resins Corporation ("Dock Resins"), the
Company's specialty chemical subsidiary. The Company made the decision to sell Dock Resins in order to strengthen its balance sheet by
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reducing debt and other liabilities. The Company expects a sale of Dock Resins to close in fiscal year 2002. As a result of the decision to sell Dock Resins, the
financial results of Dock Resins have been reclassed to discontinued operations for all periods presented, and the estimated loss on the sale was recorded in fiscal
year 2001. Unless otherwise specified, the information and descriptions provided in this report relate only to the continuing operations of the Company.

        Landec's core polymer products are based on its patented proprietary Intelimer® polymers, which differ from other polymers in that they can be customized
to abruptly change their physical characteristics when heated or cooled through a pre-set temperature switch. For instance, Intelimer polymers can change within
the range of one or two degrees Celsius from a non-adhesive state to a highly tacky, adhesive state; from an impermeable state to a highly permeable state; or
from a solid state to a viscous state. These abrupt changes are repeatedly reversible and can be tailored by Landec to occur at specific temperatures, thereby
offering substantial competitive advantages in Landec's target markets.

        Based on this core technology, Landec has launched, to date, four broad product lines—QuickCast™ splints and casts in April 1994, which was
subsequently sold to Bissell Healthcare Corporation in August 1997; Intellipac™ breathable membranes for the fresh-cut produce packaging market beginning in
September 1995; Intelimer polymer systems for the industrial specialties market beginning in June 1997; and Intellicoat® coatings for inbred corn seed beginning
in October 1999.

        Landec has been unprofitable during each fiscal year since its inception, and may incur additional losses in the future. The amount of future net profits, if
any, is highly uncertain and there can be no assurance that Landec will be able to reach or sustain profitability for an entire fiscal year. From inception through
January 27, 2002, Landec's accumulated deficit was $61.0 million.

Results of Operations

        Total revenues were $40.3 million for the first quarter of fiscal year 2002 compared to $44.7 million for the first quarter of fiscal year 2001. Revenues from
product sales and services decreased to $39.8 million in the first quarter of fiscal year 2002 from $44.5 million in the first quarter of fiscal year 2001. The



decrease in product sales and service revenues was primarily due to volume decreases in Apio's "fee-for-service" whole produce business as a result of the
Company's decision in the third quarter of fiscal year 2001 to exit cash intensive field harvesting and packing operations and due to weather related product
shortages during the first quarter of fiscal year 2002. Revenues from license fees increased to $427,000 for the first quarter of fiscal year 2002 from $93,000 for
the first quarter of fiscal year 2001 due to a new $2.0 million licensing agreement with UCB Chemicals Corporation in December 2001. Revenues from research
and development funding were $121,000 for the first quarter of fiscal year 2002 compared to $108,000 for the first quarter of fiscal year 2001.

        Cost of product sales and services consists of material, labor and overhead. Cost of product sales and services was $35.7 million for the first quarter of fiscal
year 2002 compared to $39.9 million for the first quarter of fiscal year 2001. Gross profit from product sales and services as a percentage of revenue from product
sales and services remained unchanged at 10% in the first quarter of fiscal years 2002 and 2001. Although the percentage was unchanged there were offsetting
reasons. Losses from farming activities decreased to $133,000 in the first quarter of fiscal year 2002 as compared to losses of $831,000 in the same period last
year. This decrease in farming losses was offset by increased crop sourcing costs due to the unusually cold winter in the first quarter of fiscal year 2002 and
volume decreases that resulted from the product shortages in Apio's "fee-for-service" business. The increase in crop sourcing costs was due to an industry
shortage of essential value-added produce items which had to be purchased at inflated prices on the open market in late December 2001 and most of January 2002
during the critical holiday season. Overall, gross profit remained virtually the same at $4.7 million in the first quarter of fiscal year 2002 compared to $4.8 million
in the first quarter of fiscal year 2001.
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        Research and development expenses remained virtually flat at $832,000 for the first quarter of fiscal year 2002 compared to $763,000 in the first quarter of
fiscal year 2001. Landec's research and development expenses consist primarily of expenses involved in the development of, process scale-up of, and efforts to
protect intellectual property content of Landec's enabling side chain crystallizable polymer technology. The Company expects that total research and development
spending in fiscal year 2002 will remain comparable to the prior year in absolute dollars but will decrease as a percent of revenue as more products transition
from research and development stages to commercialization.

        Selling, general and administrative expenses were $6.8 million for the first quarter of fiscal year 2002 compared to $7.5 million for the first quarter of fiscal
year 2001, a decrease of 9%. Selling, general and administrative expenses decreased in the first quarter of fiscal year 2002 as compared to the first quarter of 2001
primarily as a result of decreased sales and marketing expenses at Landec Ag from the February 2001 reduction in force. Selling, general and administrative
expenses consist primarily of sales and marketing expenses associated with Landec's product sales and services, business development expenses, and staff and
administrative expenses. Sales and marketing expenses decreased to $2.3 million for the first quarter of fiscal year 2002 from $2.8 million for the first quarter of
fiscal year 2001. Landec expects that total selling, general and administrative spending for existing and newly acquired products will increase in absolute dollars
in future periods, although it may vary as a percentage of total revenues.

        Interest income decreased to $33,000 for the first quarter of fiscal year 2002 compared to $135,000 for the first quarter of fiscal year 2001. Interest expense
remained virtually the same at $631,000 in the first quarter of fiscal year 2002 compared to $606,000 in the first quarter of fiscal year 2001.

Liquidity and Capital Resources

        As of January 27, 2002, the Company had cash and cash equivalents of $7.6 million, or a net decrease of $1.1 million from $8.7 million at October 28, 2001.
This decrease was primarily due to: (a) the purchase of $1.3 million of property, plant and equipment; (b) the reduction of net borrowings under the Company's
lines of credit of $7.2 million, (c) the net reduction of long term debt of $1.9 million; partially offset by net cash provided from operations of $8.6 million.

        During the first quarter of fiscal year 2002, Landec purchased equipment to support the development of Apio's value added products, and to complete the
installation of Apio's new ERP business system. These expenditures represented the majority of the $1.3 million of property and equipment purchased.

        In December 1999, in conjunction with the acquisition of Apio, the Company secured $11.25 million of term debt and a $12 million line of credit with Bank
of America. The term debt and line of credit agreements ("Loan Agreement") contain restrictive covenants that require Apio to meet certain financial tests,
including minimum fixed charge coverage ratio, minimum current ratio, minimum adjusted net worth and maximum leverage ratios. These requirements and
ratios generally become more restrictive over time. The Loan Agreement, through restricted payment covenants, limits the ability of Apio to make cash payments
to Landec, until the outstanding balance is reduced to an amount specified in the Loan Agreement. Landec has pledged substantially all of Apio's assets to secure
the Loan Agreement. In February 2001, April 2001, September 2001 and October 2001, the Apio revolving line of credit was amended. The amendments adjusted
the minimum ratios required to meet the fixed charge coverage and leverage ratios and increased the computed amount available under the line ("overline"),
determined as a percentage of certain eligible assets (primarily receivables) by (1) $3.0 million through October 1, 2001 (2) $2 million through November 1, 2001
and, (3) $1 million through December 1, 2001. At January 27, 2002, $7.3 million was outstanding under Apio's revolving line of credit at an annual interest rate
of 6%.

13

        On January 27, 2002, Apio was in technical violation of the minimum fixed charge ratio. On February 12, 2002, this violation was cured through a
subordinated contribution to Apio from Landec, retroactive to January 27, 2002.

        In May 2001, Apio entered into a capital lease agreement to fund a portion of the costs of a new ERP business system. As of January 27, 2002, $1.6 million
of the estimated $2.9 million in total costs had been financed.

        Landec Ag has a revolving line of credit which allows for borrowings of up to $3.0 million, based on Landec Ag's inventory levels. The interest rate on the
revolving line of credit is charged at the prime rate plus 0.75. The line of credit contains certain restrictive covenants, which, among other things, affect the ability
of Landec to receive payments on debt owed by Landec Ag to Landec. Landec has pledged substantially all of the assets of Landec Ag to secure the line of credit.
In June 2001, Landec Ag increased its line of credit by $2.4 million to $5.4 million through February 2002. At January 27, 2002, $1.1 million was outstanding
under the revolving line of credit. In addition, under the $1.0 million equipment line, $600,000 of equipment was purchased and in June 2001, that $600,000 was
converted into a four-year, 8% per annum, term note.

        In October 2001, the Company raised $5.0 million upon the sale of Preferred Stock to a trust of which a member of the Board of Directors is a trustee.

        Landec believes that these facilities, the planned sale of Dock Resins and the Reedley facility and related fruit processing equipment, the planned issuance of
a small equity placement of approximately 5.0 million, and select licensing deals involving upfront payments, along with existing cash, cash equivalents and



existing borrowing capacities will be sufficient to finance its operational and capital requirements through at least the next twelve months. Borrowings on
Landec's lines of credit are expected to vary with seasonal requirements of the Company's businesses. The Company may, however, raise additional funds during
the next twelve months through another debt financing or an equity financing. Landec's future capital requirements, however, will depend on numerous factors,
including the progress of its research and development programs; the development of commercial scale manufacturing capabilities; the development of
marketing, sales and distribution capabilities; the ability of Landec to establish and maintain new collaborative and licensing arrangements; any decision to pursue
additional acquisition opportunities; adverse weather conditions that can affect the supply and price of produce, the timing and amount, if any, of payments
received under licensing and research and development agreements; the costs involved in preparing, filing, prosecuting, defending and enforcing intellectual
property rights; the ability to comply with regulatory requirements; the emergence of competitive technology and market forces; the effectiveness of product
commercialization activities and arrangements; the amount of future earn-out payments; the ability to sell Dock Resins and the Reedley facility and related fruit
processing equipment; and other factors. If Landec's currently available funds, together with the internally generated cash flow from operations are not sufficient
to satisfy its financing needs, Landec would be required to seek additional funding through other arrangements with collaborative partners, additional bank
borrowings and public or private sales of its securities. There can be no assurance that additional funds, if required, will be available to Landec on favorable terms
if at all.

Additional Factors That May Affect Future Results

        Landec desires to take advantage of the "Safe Harbor" provisions of the Private Securities Litigation Reform Act of 1995 and of Section 21E and Rule 3b-6
under the Securities Exchange Act of 1934. Specifically, Landec wishes to alert readers that the following important factors, as well as other factors including,
without limitation, those described elsewhere in this report, could in the future affect, and in the past have affected, Landec's actual results and could cause
Landec's results for future periods to differ materially from those expressed in any forward-looking statements made by or on behalf of Landec. Landec assumes
no obligation to update such forward-looking statements.
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We Have a History of Losses Which May Continue

        Landec has incurred net losses in each fiscal year since its inception. Landec's accumulated deficit as of January 27, 2002 totaled $61.0 million. Landec may
incur additional losses in the future. The amount of future net profits, if any, is highly uncertain and there can be no assurance that Landec will be able to reach or
sustain profitability for an entire fiscal year.

Our Substantial Indebtedness Could Limit Our Financial and Operating Flexibility

        At January 27, 2002, Landec's total debt, including current maturities and capital lease obligations, was approximately $24.2 million and the total debt to
equity ratio was approximately 52%. This level of indebtedness could have significant consequences because a substantial portion of Landec's net cash flow from
operations must be dedicated to debt service and will not be available for other purposes, Landec's ability to obtain additional debt financing in the future for
working capital, capital expenditures or acquisitions may be limited, and Landec's level of indebtedness may limit its flexibility in reacting to changes in the
industry and economic conditions generally.

        In connection with the Apio acquisition, Landec may be obligated to make future payments to the former stockholders of Apio of up to $9.6 million,
excluding $273,000 of accrued interest, for a performance based earnout and future supply of produce. Of this amount, $4.7 million relates to the earn out from
fiscal years 2001 and 2000 that is due to be paid in fiscal years 2002 and 2003, for which no interest will accrue during fiscal year 2002 based on a signed
agreement between the Company and the payee.

        Landec's ability to service its indebtedness will depend on its future performance, which will be affected by prevailing economic conditions and financial,
business and other factors, some of which are beyond Landec's control. If Landec were unable to service its debt, it would be forced to pursue one or more
alternative strategies such as selling assets, restructuring or refinancing its indebtedness or seeking additional equity capital, which might not be successful and
which could substantially dilute the ownership interest of existing shareholders.

        Apio is subject to various financial and operating covenants under its term debt and line of credit facilities, including minimum fixed charge coverage ratio,
minimum current ratio, minimum adjusted net worth and maximum leverage ratios. These requirements and ratios generally become more restrictive over time.
On January 27, 2002, Apio was in technical violation of the minimum fixed charge ratio. On February 12, 2002, this violation was cured through a subordinated
contribution to Apio from Landec, retroactive to January 27, 2002. The Loan Agreement limits the ability of Apio to make cash payments to Landec until the
outstanding balance is reduced to an amount specified in the Loan Agreement. Landec Ag is subject to certain restrictive covenants in its loan agreements which
limit the ability of Landec Ag to make payments on debt owed to Landec. Landec has pledged substantially all of Apio's and Landec Ag's assets to secure their
bank debt. Landec's failure to comply with the obligations under the loan agreements, including maintenance of financial ratios, could result in an event of
default, which, if not cured or waived, would permit acceleration of the indebtedness due under the loan agreements.

Our Future Operating Results Are Likely to Fluctuate Which May Cause Our Stock Price to Decline

        In the past, Landec's results of operations have fluctuated significantly from quarter to quarter and are expected to continue in the future. Historically,
Landec's direct marketer of hybrid corn seed, Landec Ag, has been the primary source of these fluctuations, as its revenues and profits are concentrated over a
few months during the spring planting season (generally during Landec's second quarter). In addition, Apio can be heavily affected by seasonal and weather
factors which have impacted quarterly results, such as the high cost of sourcing product during the first quarter of fiscal year 2002 due to a shortage of essential
value-added produce items which had to be purchased at
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inflated prices on the open market in late December 2001 and most of January 2002. Landec's earnings in its Food Products Technology business will be sensitive
to price fluctuations in the fresh vegetables and fruits markets. Excess supplies can cause intense price competition. Other factors affecting Landec's food and/or
agricultural operations include the seasonality of its supplies, the ability to process produce during critical harvest periods, the timing and effects of ripening, the
degree of perishability, the effectiveness of worldwide distribution systems, the terms of various federal and state marketing orders, total worldwide industry
volumes, the seasonality of consumer demand, foreign currency fluctuations, foreign importation restrictions and foreign political risks. As a result of these and



other factors, Landec expects to continue to experience fluctuations in quarterly operating results, and there can be no assurance that Landec will be able to reach
or sustain profitability for an entire fiscal year.

We May Not be Able to Achieve Acceptance of Our New Products in the Marketplace

        The success of Landec in generating significant sales of its products will depend in part on the ability of Landec and its partners and licensees to achieve
market acceptance of Landec's new products and technology. The extent to which, and rate at which, market acceptance and penetration are achieved by Landec's
current and future products are a function of many variables including, but not limited to, price, safety, efficacy, reliability, conversion costs and marketing and
sales efforts, as well as general economic conditions affecting purchasing patterns. There can be no assurance that markets for Landec's new products will develop
or that Landec's new products and technology will be accepted and adopted. The failure of Landec's new products to achieve market acceptance would have a
material adverse effect on Landec's business, results of operations and financial condition.

        There can be no assurance that Landec will be able to successfully develop, commercialize, achieve market acceptance of or reduce the costs of producing
Landec's new products, or that Landec's competitors will not develop competing technologies that are less expensive or otherwise superior to those of Landec.
There can be no assurance that Landec will be able to develop and introduce new products and technologies in a timely manner or that new products and
technologies will gain market acceptance. Landec is in the early stage of product commercialization of certain Intellipac breathable membrane, Intellicoat seed
coating and other Intelimer polymer products and many of its potential products are in development. Landec believes that its future growth will depend in large
part on its ability to develop and market new products in its target markets and in new markets. In particular, Landec expects that its ability to compete effectively
with existing food products, agricultural, industrial and medical companies will depend substantially on successfully developing, commercializing, achieving
market acceptance of and reducing the cost of producing Landec's products. In addition, commercial applications of Landec's temperature switch polymer
technology are relatively new and evolving.

We Face Competition in the Marketplace

        Competitors may succeed in developing alternative technologies and products that are more effective, easier to use or less expensive than those which have
been or are being developed by Landec or that would render Landec's technology and products obsolete and non-competitive. Landec operates in highly
competitive and rapidly evolving fields, and new developments are expected to continue at a rapid pace. Competition from large food products, agricultural,
industrial and medical companies is expected to be intense. In addition, the nature of Landec's collaborative arrangements may result in its corporate partners and
licensees becoming competitors of Landec. Many of these competitors have substantially greater financial and technical resources and production and marketing
capabilities than Landec, and may have substantially greater experience in conducting clinical and field trials, obtaining regulatory approvals and manufacturing
and marketing commercial products.
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We Have Limited Manufacturing Experience and May Have to Depend on Third Parties to Manufacture Our Products

        Landec may need to consider seeking collaborative arrangements with other companies to manufacture some of its products. If Landec becomes dependent
upon third parties for the manufacture of its products, then Landec's profit margins and its ability to develop and deliver those products on a timely basis may be
affected. Failures by third parties may impair Landec's ability to deliver products on a timely basis, impair Landec's competitive position, or may delay the
submission of products for regulatory approval. In late fiscal 1999, in an effort to reduce reliance on third party manufacturers, Landec began the set up of a
manufacturing operation at its facility in Menlo Park, California, for the production of Intellipac breathable membrane packaging products. There can be no
assurance that Landec can continue to successfully operate a manufacturing operation at acceptable costs, with acceptable yields, and retain adequately trained
personnel.

Our Dependence on Single Suppliers May Cause Disruption in Our Operations Should Any Supplier Fail to Deliver Materials

        No assurance can be given that Landec will not experience difficulty is acquiring materials for the manufacture of its products or that Landec will be able to
obtain substitute vendors, or that Landec will be able to procure comparable materials or hybrid corn varieties at similar prices and terms within a reasonable
time. Several of the raw materials used in manufacturing Landec's products are currently purchased from a single source, including some monomers used to
synthesize Intelimer polymers and substrate materials for Landec's breathable membrane products. In addition, virtually all of the hybrid corn varieties sold by
Landec Ag are purchased from a single source. Any interruption of supply could delay product shipments and materially harm our business.

We May be Unable to Adequately Protect Our Intellectual Property Rights

        Landec has received, and may in the future receive, from third parties, including some of its competitors, notices claiming that it is infringing third party
patents or other proprietary rights. If Landec were determined to be infringing any third-party patent, Landec could be required to pay damages, alter its products
or processes, obtain licenses or cease the infringing activities. If Landec is required to obtain any licenses, there can be no assurance that Landec will be able to
do so on commercially favorable terms, if at all. Litigation, which could result in substantial costs to and diversion of effort by Landec, may also be necessary to
enforce any patents issued or licensed to Landec or to determine the scope and validity of third-party proprietary rights. Any litigation or interference proceeding,
regardless of outcome, could be expensive and time consuming and could subject Landec to significant liabilities to third parties, require disputed rights to be
licensed from third parties or require Landec to cease using that technology. Landec's success depends in large part on its ability to obtain patents, maintain trade
secret protection and operate without infringing on the proprietary rights of third parties. There can be no assurance that any pending patent applications will be
approved, that Landec will develop additional proprietary products that are patentable, that any patents issued to Landec will provide Landec with competitive
advantages or will not be challenged by any third parties or that the patents of others will not prevent the commercialization of products incorporating Landec's
technology. Furthermore, there can be no assurance that others will not independently develop similar products, duplicate any of Landec's products or design
around Landec's patents.

Our Operations Are Subject to Environmental Regulations that Directly Impact Our Business

        Landec's food packaging products are subject to regulation under the FDC Act. Under the FDC Act, any substance that when used as intended may
reasonably be expected to become, directly or indirectly, a component or otherwise affect the characteristics of any food may be regulated as a food
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additive unless the substance is generally recognized as safe. Food additives may be substances added directly to food, such as preservatives, or substances that
could indirectly become a component of food, such as waxes, adhesives and packaging materials.

        A food additive, whether direct or indirect, must be covered by a specific food additive regulation issued by the FDA. Landec believes its Intellipac
breathable membrane products are not subject to regulation as food additives because these products are not expected to become a component of food under their
expected conditions of use. If the FDA were to determine that the Company's Intellipac breathable membrane products are food additives, Landec may be
required to submit a food additive petition. The food additive petition process is lengthy, expensive and uncertain. A determination by the FDA that a food
additive petition is necessary would have a material adverse effect on Landec's business, operating results and financial condition.

        Federal, state and local regulations impose various environmental controls on the use, storage, discharge or disposal of toxic, volatile or otherwise hazardous
chemicals and gases used in some of the manufacturing processes. In most cases, Landec believes its liability will be limited to sharing clean-up or other remedial
costs with other potentially responsible parties. Any failure by Landec to control the use of, or to restrict adequately the discharge of, hazardous substances under
present or future regulations could subject it to substantial liability or could cause its manufacturing operations to be suspended and changes in environmental
regulations may impose the need for additional capital equipment or other requirements.

        Landec's agricultural operations are subject to a variety of environmental laws including the Food Quality Protection Act of 1966, the Clean Air Act, the
Clean Water Act, the Resource Conservation and Recovery Act, the Federal Insecticide, Fungicide and Rodenticide Act and the Comprehensive Environmental
Response, Compensation and Liability Act. Compliance with these laws and related regulations is an ongoing process. Environmental concerns are, however,
inherent in most agricultural operations, including those conducted by Landec, and there can be no assurance that the cost of compliance with environmental laws
and regulations will not be material. Moreover, it is possible that future developments, such as increasingly strict environmental laws and enforcement policies
could result in increased compliance costs.

Adverse Weather Conditions Can Cause Substantial Decreases in Our Sales and/or Increases in Our Costs

        Landec's Food Products and Agricultural Seed Technology businesses are subject to weather conditions that affect commodity prices, crop yields, and
decisions by growers regarding crops to be planted. Crop diseases and severe conditions, particularly weather conditions such as floods, droughts, frosts,
windstorms and hurricanes, may adversely affect the supply of vegetables and fruits used in Landec's business, which could reduce the sales volumes and/or
increase the unit production costs. Because a significant portion of the costs are fixed and contracted in advance of each operating year, volume declines due to
production interruptions or other factors could result in increases in unit production costs which could result in substantial losses and weaken Landec's financial
condition.
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We Depend on Strategic Partners and Licenses for Future Development

        For some of its current and future products, Landec's strategy for development, clinical and field testing, manufacture, commercialization and marketing
includes entering into various collaborations with corporate partners, licensees and others. Landec is dependent on its corporate partners to develop, test,
manufacture and/or market some of its products. Although Landec believes that its partners in these collaborations have an economic motivation to succeed in
performing their contractual responsibilities, the amount and timing of resources to be devoted to these activities are not within the control of Landec. There can
be no assurance that those partners will perform their obligations as expected or that Landec will derive any additional revenue from the arrangements. There can
be no assurance that Landec's partners will pay any additional option or license fees to Landec or that they will develop, market or pay any royalty fees related to
products under the agreements. Moreover, some of the collaborative agreements provide that they may be terminated at the discretion of the corporate partner,
and some of the collaborative agreements provide for termination under other circumstances. In addition, there can be no assurance as to the amount of royalties,
if any, on future sales of QuickCast and PORT products as Landec no longer has control over the sales of those products since the sale of QuickCast and the
license of the PORT product lines. There can be no assurance that Landec's partners will not pursue existing or alternative technologies in preference to Landec's
technology. Furthermore, there can be no assurance that Landec will be able to negotiate additional collaborative arrangements in the future on acceptable terms,
if at all, or that the collaborative arrangements will be successful.

Both Domestic and Foreign Government Regulations Can Have an Adverse Effect on Our Business Operations

        Landec's products and operations are subject to governmental regulation in the United States and foreign countries. The manufacture of Landec's products is
subject to periodic inspection by regulatory authorities. There can be no assurance that Landec will be able to obtain necessary regulatory approvals on a timely
basis or at all. Delays in receipt of or failure to receive approvals or loss of previously received approvals would have a material adverse effect on Landec's
business, financial condition and results of operations. Although Landec has no reason to believe that it will not be able to comply with all applicable regulations
regarding the manufacture and sale of its products and polymer materials, regulations are always subject to change and depend heavily on administrative
interpretations and the country in which the products are sold. There can be no assurance that future changes in regulations or interpretations relating to matters
such as safe working conditions, laboratory and manufacturing practices, environmental controls, and disposal of hazardous or potentially hazardous substances
will not adversely affect Landec's business. There can be no assurance that Landec will not be required to incur significant costs to comply with the laws and
regulations in the future, or that the laws or regulations will not have a material adverse effect on Landec's business, operating results and financial condition.
Landec is subject to USDA rules and regulations concerning the safety of the food products handled and sold by Apio, and the facilities in which they are packed
and processed. Failure to comply with the applicable regulatory requirements can, among other things, result in fines, injunctions, civil penalties, suspensions or
withdrawal of regulatory approvals, product recalls, product seizures, including cessation of manufacturing and sales, operating restrictions and criminal
prosecution.

Our International Operations and Sales May Expose Our Business to Additional Risks

        For the first quarter of fiscal year 2002, approximately 23% of Landec's total revenues were derived from product sales to international customers. A number
of risks are inherent in international transactions. International sales and operations may be limited or disrupted by the regulatory approval process, government
controls, export license requirements, political instability, price controls, trade

19



restrictions, changes in tariffs or difficulties in staffing and managing international operations. Foreign regulatory agencies have or may establish product
standards different from those in the United States, and any inability to obtain foreign regulatory approvals on a timely basis could have a material adverse effect
on Landec's international business, and its financial condition and results of operations. While Landec's foreign sales are currently priced in dollars, fluctuations
in currency exchange rates, may reduce the demand for Landec's products by increasing the price of Landec's products in the currency of the countries to which
the products are sold. There can be no assurance that regulatory, geopolitical and other factors will not adversely impact Landec's operations in the future or
require Landec to modify its current business practices.

Cancellations or Delays of Orders by Our Customers May Adversely Affect Our Business

        During the first quarter of fiscal year 2002, sales to Landec's top five customers accounted for approximately 36% of Landec's revenues, with the top
customer accounting for 17% of Landec's revenues. Landec expects that, for the foreseeable future, a limited number of customers may continue to account for a
substantial portion of its net revenues. Landec may experience changes in the composition of its customer base, as Apio and Landec Ag have experienced in the
past. Landec does not have long-term purchase agreements with any of its customers. The reduction, delay or cancellation of orders from one or more major
customers for any reason or the loss of one or more of the major customers could materially and adversely affect Landec's business, operating results and
financial condition. In addition, since some of the products processed by Apio at its Guadalupe, California facility are often sole sourced to its customers,
Landec's operating results could be adversely affected if one or more of its major customers were to develop other sources of supply. There can be no assurance
that Landec's current customers will continue to place orders, that orders by existing customers will not be canceled or will continue at the levels of previous
periods or that Landec will be able to obtain orders from new customers.

Our Sale of Some Products May Increase Our Exposure to Product Liability Claims

        The testing, manufacturing, marketing, and sale of the products being developed by Landec involve an inherent risk of allegations of product liability. While
no product liability claims have been made against Landec to date, if any product liability claims were made and adverse judgments obtained, they could have a
material adverse effect on Landec's business, operating results and financial condition. Although Landec has taken and intends to continue to take what it believes
are appropriate precautions to minimize exposure to product liability claims, there can be no assurance that it will avoid significant liability. Landec currently
maintains product liability insurance with limits in the amount of $41.0 million per occurrence and $42.0 million in the annual aggregate. There can be no
assurance that the coverage is adequate or will continue to be available at an acceptable cost, if at all. A product liability claim, product recall or other claim with
respect to uninsured liabilities or in excess of insured liabilities could have a material adverse effect on Landec's business, operating results and financial
condition.

Our Stock Price May Fluctuate in Accordance with Market Conditions

        Factors such as announcements of technological innovations, the attainment of (or failure to attain) milestones in the commercialization of Landec's
technology, new products, new patents or changes in existing patents, the acquisition of new businesses or the sale or disposal of a part of Landec's businesses, or
development of new collaborative arrangements by Landec, its competitors or other parties, as well as government regulations, investor perception of Landec,
fluctuations in Landec's operating results and general market conditions in the industry may cause the market price of Landec's common stock to fluctuate
significantly. In addition, the stock market in general has recently experienced extreme price and volume fluctuations, which have particularly affected the market
prices
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of technology companies and which have been unrelated to the operating performance of technology companies. These broad fluctuations may adversely affect
the market price of Landec's common stock.

The Implementation of Financial and Accounting Changes May Cause an Increase in Costs and Delays

        In order to address deficiencies in Apio's management information systems and accounting systems, Apio has recently implemented a new ERP business
system designed to improve the delivery of both operational and financial information. Apio management believes that this new system will improve its
managing of operations, including delivering complete and accurate financial statements to Landec's corporate offices in a more timely manner. However, Landec
can give no assurances that it will be able to effect those changes in the management information systems and accounting systems in a timely manner or sustain
the process improvements over time.

Item 3.    Quantitative and Qualitative Disclosures about Market Risk 

        There has been no material change in the Company's reported market risks since the end of fiscal year 2001.
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PART II. OTHER INFORMATION 

Item 1. Legal Proceedings 

        None.

Item 2. Changes in Securities and Use of Proceeds 

        None



Item 3. Defaults Upon Senior Securities 

        None.

Item 4. Submission of Matters to a Vote of Security Holders 

        None.

Item 5. Other Information 

        None.

Item 6. Exhibits and Reports on Form 8-K 

(a) Exhibits.

None

(b) Reports on Form 8-K

None
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SIGNATURES 

        Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report to be signed on its behalf by the
undersigned, thereunto duly authorized.

  LANDEC CORPORATION

  By:  /s/ Gregory S. Skinner

Gregory S. Skinner
Vice President, Finance and Chief Financial Officer
(Duly Authorized and Principal Financial and Accounting Officer)

Date: March 13, 2002
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