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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands except shares and per share amounts)

August 30, May 31,
2009 2009
(Unaudited) (1)
ASSETS
Current Assets
Cash and cash equivalel $ 3,99%¢ % 43,45¢
Marketable securitie 65,46( 22,49¢
Accounts receivable, less allowance for doubtfacamits of $204 and $165 at August 30, 2009 and
31, 2009, respectivel 19,24 15,27
Accounts receivable, related pa 484 632
Inventories, ne 8,43¢ 5,82¢
Notes and advances receiva 22 18¢
Deferred taxe 2,161 2,161
Prepaid expenses and other current assets 90¢ 1,29¢
Total Current Asset 100,71t 91,33
Property and equipment, r 23,32¢ 22,74
Goodwill, net 27,36 27,36:
Trademarks, ne 8,22¢ 8,22¢
Other asset 4,03 3,83
Total Asset: $ 163,66: $ 153,49t
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current Liabilities:
Accounts payabl $ 19,61 $ 12,43(
Related party accounts paya 384 29¢
Income taxes payab 27¢ 107
Accrued compensatic 1,677 1,112
Other accrued liabilitie 1,81« 1,80¢
Deferred revenu 2,70z 3,43(
Total Current Liabilities 26,46¢ 19,18
Deferred revenu 2,50( 3,00(¢
Deferred taxe 4,59: 4,11¢
Total Liabilities 33,56: 26,30:
Stockholder Equity:
Common stock, $0.001 par value; 50,000,000 sharg®rized; 26,358,815 and 26,326,889 shares
issued and outstanding at August 30, 2009 and Mag@09, respectivel 26 26
Additional pait-in capital 116,94 116,15¢
Retained earnings 11,40¢ 9,22:
Total Stockholder Equity 128,37¢ 125,40¢
Noncontrolling interest 1,722 1,79(
Total Equity 130,10: 127,19¢
Total Liabilities and Stockholde’ Equity $ 163,66: $ 153,49t

(1) Derived from audited financial statements.

See accompanying notes.
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Revenues

Product sale

Services revenue, related pa

License fee!

Research, development and royalty revetr
Total revenue

Cost of revenue
Cost of product sale
Cost of product sales, related pe
Cost of services revenue

Total cost of revenu

Gross profil

Operating costs and expens
Research and developme
Selling, general and administrati

Total operating costs and expen
Operating incom

Interest incomt

Interest expense

Net income before taxe

Income tax expens

Consolidated net incorr

Noncontrolling interes

Net income applicable to Common Stockholc

Basic net income per she
Diluted net income per share
Shares used in per share computa

Basic
Diluted

LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(In thousands, except per share amounts)

See accompanying notes.
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Three Months Ende

August 30, August 31,
2009 2008

$ 58,39: $ 68,86
1,16¢€ 1,15¢

1,35( 1,55(

35 184

60,94 71,75!

50,10¢ 59,30:

1,06¢ 1,43

901 891

52,07 61,63(

8,87( 10,12:

93¢ 88¢

4,57( 4,67¢

5,50¢ 5,56¢

3,361 4,55¢

28¢ 357
(@) @

3,64¢ 4,91«
(1,282) (1,917

2,36¢ 3,00:
(182) (164)

$ 2,18¢ $ 2,83¢
$ 0.0¢ $ 0.11
$ 0.0¢ $ 0.11
26,34¢ 26,16!

26,71¢ 26,79¢




LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(in thousands)

Three months Ende

August 30, August 31,
2009 2008
Cash flows from operating activitie
Net income applicable to Common Stockholc $ 2,18 % 2,83¢
Adjustments. to reconcile net income to net caslviged by operating activitie
Depreciation and amortizatic 762 79¢€
Stocl-based compensation expel 22C 29t
Tax benefit from stoc-based compensation expel (622) (1,686
Increase in lon-term receivablt (200) (200)
Deferred taxe 474 —
Noncontrolling interes 182 164
Changes in current assets and current liabili
Accounts receivable, n (3,979 802
Accounts receivable, related pa 14¢ 4
Inventories, ne (2,610 (852)
Issuance of notes and advances receiv (23 (233)
Collection of notes and advances receivi 187 37¢
Prepaid expenses and other current a: 39C 941
Accounts payabl 7,18 (930
Related party accounts paya 85 104
Income taxes payab 793 2,11z
Accrued compensatic 56& (835)
Other accrued liabilitie (242) (19¢)
Deferred revenue (1,228 (1,352
Net cash provided by operating activit 4,27¢ 2,152
Cash flows from investing activitie
Purchases of property and equipm (1,349 (874
Issuance of notes and advances receiv — Q)
Purchase of marketable securit (54,06 (7,019
Proceeds from maturities of marketable secur 11,10¢ 5,40(
Net cash used in investing activiti (44,306 (2,48
Cash flows from financing activitie
Taxes paid by Company for stock swaps to coverstaxeRSU: (53 —
Tax benefit from stoc-based compensation expel 622 1,68¢
Decrease in other assets — 1
Net cash provided by financing activiti 56¢ 1,68
Net (decrease) increase in cash and cash equis (39,46)) 1,351
Cash and cash equivalents at beginning of period 43,45¢ 44,39¢
Cash and cash equivalents at end of period $ 3,99¢ $ 45,74°
Supplemental schedule of noncash operating aetv
Income tax expense not paya $ 62z $ 1,68¢
Long-term receivable from Monsanto for guaranteed teatiom fee $ 20C $ 20C

See accompanying notes.
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LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Organization, Basis of Presentation and Summary dBignificant Accounting Policies
Organization

Landec Corporation and its subsidiaries ("Landedhe "Company") design, develop, manufacture, selidtemperature-activated and
other specialty polymer products for a varietyadd products, agricultural products, and licensadner applications. The Company sells
Intellicoat® coated seed products through its Landlg LLC (“Landec Ag”) subsidiary and specialty paged fresh-cut vegetables and whole
produce to retailers and club stores, primarilyhie United States and Asia through its Apio, I&p{0”) subsidiary.

Basis of Presentation

The accompanying unaudited consolidated finantééments of Landec have been prepared in accardeitit accounting principles
generally accepted in the United States for intdiirancial information and with the instructions feorm 10-Q and Article 10 of Regulation S-
X. In the opinion of management, all adjustmentséisting of normal recurring accruals) have beadenwhich are necessary to present f:
the financial position at August 30, 2009 and #muits of operations and cash flows for all peripdsented. Although Landec believes tha
disclosures in these financial statements are adeda make the information presented not misleadiartain information normally included
financial statements and related footnotes preparadcordance with accounting principles generatlgepted in the United States have been
condensed or omitted per the rules and regulatibtize Securities and Exchange Commission. Themapaaying financial data should be
reviewed in conjunction with the audited finan@gtdtements and accompanying notes included in lcéa@nual Report on Form 10-K for
the fiscal year ended May 31, 2009.

The results of operations for the three months édegust 30, 2009 are not necessarily indicativehefresults that may be expected
for an entire fiscal year due to some seasonalifyio’s food business, particularly, Apio’s Comnitgdlrading business.

Basis of Consolidation

The consolidated financial statements are presemtetle accrual basis of accounting in accordaritte WS. generally accepted
accounting principles and include the accountsasfdec Corporation and its subsidiaries, Apio amidea Ag. All material inter-company
transactions and balances have been eliminated.

The Company follows FASB Interpretation No. 46RGdnsolidation of Variable Interest Entitieg"FIN 46R"), which addresses the
consolidation of variable interest entities ("VIESUnder FIN 46R, arrangements that are not cdetidhrough voting or similar rights are
accounted for as VIEs. An enterprise is requiredatosolidate a VIE if it is the primary beneficiarf/the VIE.

Under FIN 46R, a VIE is created when (i) the eguiyestment at risk is not sufficient to permit ggity to finance its activities
without additional subordinated financial suppoonf other parties, or (ii) the entity's equity helglas a group either: (a) lack direct or indirect
ability to make decisions about the entity throwgting or similar rights, (b) are not obligatedaiosorb expected losses of the entity if they
occur, or (¢) do not have the right to receive exge residual returns of the entity if they ocdfian entity is deemed to be a VIE pursuant to
FIN 46R, the enterprise that is deemed to absanbjarity of the expected losses or receive a mgjofiexpected residual returns of the VIE
considered the primary beneficiary and must codatdi the VIE.

Based on the provisions of FIN 46R, the Companydeasluded that as a result of the license andlgwggreement between Landec

and Monsanto Company (see Note 2), Landec Ag ilEa The Company has also determined that it igptireary beneficiary of Landec Ag
and therefore the accounts of Landec Ag are cafeeld with the accounts of the Company.
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Landec Ag exists solely to administer the licenseé supply agreement between Landec and Monsant@&@uomAt August 30, 2009
and May 31, 2009, Landec Ag had total tangibleassets of approximately $400,000 and $300,000¢ectisply.

None of Landec’s assets serve as collateral fooligations of Landec Ag, and there is no regtiton the recourse of creditors or
beneficial interest holders of Landec Ag to theegahcredit of Landec.

Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresplequires management to make
certain estimates and judgments that affect theuatsaeported in the financial statements and apemrying notes. The accounting estimates
that require management’s most significant, ditfieund subjective judgments include revenue redagnisales returns and allowances;
recognition and measurement of current and defén@ane tax assets and liabilities; the assessofeetoverability of long-lived assets; the
valuation of intangible assets and inventory; takiation and nature of impairments of investmeantst the valuation and recognition of stock-
based compensation.

These estimates involve the consideration of corfaletors and require management to make judgme&htsanalysis of historical
and future trends, can require extended periodisnafto resolve, and are subject to change froriogeo period. The actual results may differ
from management’s estimates.

For instance, the carrying value of notes and aclsneceivable, are impacted by current markeésffior the related crops, weather
conditions and the fair value of the underlyingwsdg obtained by the Company, such as, liens apgrty and crops. The Company recogn
losses when it estimates that the fair value oféteged crops or security is insufficient to cote advance or note receivable.

Cash, Cash Equivalents and Marketable Securities

The Company records all highly liquid securitieshithree months or less from date of purchase tonityaas cash equivalents and
consists mainly of certificate of deposits, monegrket funds and U.S. Treasuries. Short-term mabketgecurities consist of certificates of
deposit (CDs) that are FDIC insured and single Aeatter rated municipal bonds with original maiegtof more than three months at the date
of purchase regardless of the maturity date a€timpany views its available-for-sale portfolio asitable for use in its current operations .
The aggregate amount of CDs included in marketsdarities at August 30, 2009 and May 31, 2009%a8 million and $2.1 million,
respectively. The Company classifies all debt sgéearwith readily determined market values as fiade for sale” in accordance with
Statement of Financial Accounting Standard (“SFAS8) 115, “Accounting for Certain Investments in Debt and BgS8ecurities”.The
contractual maturities of the Company's marketabkurities that are due in less than one yearsept&34.8 million of our marketable
securities and those due in one to two years repteshe remaining $30.7 million of our marketad®eurities as of August 30, 2009. These
investments are classified as marketable secudtidbe consolidated balance sheet as of August®I® and May 31, 2009 and are carried at
fair market value which currently approximates cdste difference between the fair market value thedcost of the Company’s marketable
securities as of August 30, 2009 and May 31, 2089 mot significant. As of August 30, 2009, the aggte fair value of municipal bonds
included in marketable securities with continuoneealized losses for less than twelve months w&3$4illion. There are no marketable
securities as of August 30, 2009 that have contisumrealized losses for more than twelve monthsealized gains and losses are reported a:
a component of stockholders’ equity and were rgnicant for the three months ended August 30,9288d August 31, 2008. The cost of debt
securities is adjusted for amortization of premiwand discounts to maturity. This amortization isoreled to interest income. Realized gains
and losses on the sale of available-for-sale sEsidre also recorded to interest income and wetrgignificant for the three months ended
August 30, 2009 and August 31, 2008. The costafirsiies sold is based on the specific identificatmethod.

Financial Instruments

The Company'’s financial instruments are primariynposed of marketable debt securities, commereiat-trade payables and
grower advances, and notes receivable, as watingsterm notes receivables and debt instrumentsshart-term instruments, the historical
carrying amount is a reasonable estimate of fdirevdair values for longerm financial instruments not readily marketabie estimated base
upon discounted future cash flows at prevailingketinterest rates. Based on these assumptionggeaarent believes the fair market values
of the Company’s financial instruments are not mally different from their recorded amounts asfafgust 30, 2009.
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Investment in Non-Public Company

Landec’s investment of $1.8 million in a npoblic company is carried at cost and adjustednfigairment losses, if any. Since ther
no readily available market value information, Laageriodically reviews this investment to deterninany other than temporary declines in
value have occurred based on the financial stihid viability of the company. The company is eutly in discussions with several parties to
sell the rights to certain proprietary assets, @oténtial deal terms with more than one party adatestage negotiations. The company's gc
to close the sale in calendar 2009. Landec hasiatel its cost method investment for impairmerilizirtg a discounted cash flow analysis of
the preliminary terms under late-stage discussigtisone of the parties. Based on the expectatianhthe rights to certain proprietary assets of
the company will be sold to a third party, Landes ketermined there is no impairment of its invesinas of August 30, 2009. However, if
currently proposed or similar deal does not clhsedec will need to re-evaluate impairment, withximaum exposure equal to its cost
investment.

New Accounting Pronouncements

Recently Adopted Pronouncemer

Fair Value Measuremen

In September 2006, FASB issued SFAS No. 1974if Value Measurementd SFAS No. 157 defines fair value, establishes a
framework for measuring fair value and expandsldiae about fair value measurements. SFAS Nodbg&g not require new fair value
measurements but provides guidance on how to meéaiuvalue by providing a fair value hierarchyeddo classify the source of information.
SFAS No. 157 is effective for fiscal years begimnaiter November 15, 2007. However, on Februarn2008, the FASB issued FASB Staff
Position (“FSP”) FAS No. 157-2 which delays theeetive date for all non-financial assets and litib8 except those that are recognized or
disclosed at fair value in the financial statememts recurring basis (at least annually). FSP 25¥efers the effective date of SFAS No. 15
fiscal years beginning after November 15, 2008, iatetim periods within the fiscal years for itemghin the scope of this FSP, except for
items that are recognized or disclosed at fairevatuthe financial statements on a recurring basis. Company adopted SFAS No. 157 on |
26, 2008 for financial assets and financial lidig§. It did not have any impact on the Compang&uits of operations or financial position for
the three months ended August 30, 2009. The Comadogted SFAS No. 157 for non-financial assetsliabdities during the current quarter.
Adoption of this statement did not have a matenmdact on the Company’s results of operationsmarfcial position.

Noncontrolling Interest

In December 2007, the FASB issued SFAS No. 180ricontrolling Interests in Consolidated Financ&thtements’ SFAS No. 160
amends Accounting Research Bulletin (“ARB”) No. 5L onsolidated Financial Statemeritand establishes accounting and reporting
standards for the noncontrolling interest (minonitierest) in a subsidiary. This statement requtinesreporting of all noncontrolling interests
a separate component of stockholders’ equity,épernting of consolidated net income (loss) as theumt attributable to both the parent and
the noncontrolling interests and the separatealsicé of net income (loss) attributable to the paad to the noncontrolling interests. Char
in a parent’s ownership interest while the paretdins its controlling interest will be accounted &s equity transactions and any retained
noncontrolling equity investment upon the decomsdion of a subsidiary will be initially measuretfair value. Other than the reporting
requirements described above which require retaisgeapplication, the provisions of SFAS No. 168 # be applied prospectively. The
Company adopted SFAS No. 160 on June 1, 2009. Aatopf this statement did not have a material imhjpacthe Company’s results of
operations or financial position for the three ninsnénded August 30, 2009, however, as requiredeptation of noncontrolling interests has
been conformed to the requirements of the stanfdaml periods presented.
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Collaborative Arrangements

In December 2007, the FASB ratified the EITF cosssron EITF Issue No. 07-1Atcounting for Collaborative Arrangemeritthat
discusses how parties to a collaborative arrange@adrich does not establish a legal entity withilcls arrangement) should account for
various activities. The consensus indicates thstisdacurred and revenues generated from transaatidh third parties (i.e. parties outside of
the collaborative arrangement) should be reponetth® collaborators on the respective line itemtheir income statements pursuant to EITF
Issue No. 99-19, Reporting Revenue Gross as a Principal Versus BlanaAgent” Additionally, the consensus provides that income
statement characterization of payments betweepdheipants in a collaborative arrangement shbeldased upon existing authoritative
pronouncements; analogy to such pronouncements ifithin their scope; or a reasonable, rationadl @onsistently applied accounting policy
election. The Company adopted EITF Issue No. 0B-dume 1, 2009. The adoption of EITF Issue No. Ddifl not have any impact on the
Company’s results of operations or financial positior the three months ended August 30, 2009.

Fair Value Disclosures in Interim Repol

In April 2009, the FASB issued FSP No. FAS 107-d afB 28-1 Interim Disclosures about Fair Value of Financiaktruments.
This Staff Position amends FASB Statement No. Di§¢losures about Fair Value of Financial Instruntero require disclosures about fair
value of financial instruments at interim reportimgriods. This Staff Position is effective for irite reporting periods ending after June 15,
2009, with early adoption permitted for periodsiegdafter March 15, 2009 provided FSP No. FAS 11&n@ FAS 124-2 are also early
adopted. The Company adopted FSP No. FAS 107-limma 1, 2009. The adoption of this FSP did not leayeimpact on the Company’s
results of operations or financial position for theee months ended August 30, 2009.

Subsequent Events

In May 2009, the FASB issued Statement No. 165uBsequent EventsStatement 165 establishes general standardscoiiating
for and disclosure of events that occur after tlafce sheet date but before the financial statenaga issued or are available to be issued
Company adopted Statement 165 on June 1, 2009 tiddagf this Statement did not impact the Compamgssolidated financials other than
the required additional disclosures.

Business Combinatior

The FASB issued SFAS No. 141R (revised 200BuSiness Combinatiorisvhich significantly changes the financial accangtand
reporting for business combination transaction®ASKNo. 141R requires the acquiring entity in a hass combination to recognize all (and
only) the assets acquired and liabilities assumede transaction and establishes the acquisitiva fair value as the measurement objectiv
all assets acquired and liabilities assumed insinlegs combination. Certain provisions of this déad will, among other things, impact the
determination of acquisition-date fair value of sleration paid in a business combination (inclgdiontingent consideration); exclude
transaction costs from acquisition accounting; eémahge accounting practices for acquired contingsnecquisition-related restructuring
costs, in-process research and development, indieation assets, and tax benefits. The CompanytaddpFAS No. 141R on June 1, 2009.
Adoptions of this statement did not have an impacthe Company’s results of operations or finangasition for the three months ended
August 30, 2009, however, its provisions will impadure business combinations.

Recently Issued Pronouncemer

Variable Interest Entities

In June 2009, the FASB issued Statement No. 18méndments to FASB Interpretation No. 46{FStatement 167 amends the
evaluation criteria to identify the primary benédity of a variable interest entity provided by FA8Berpretation No. 46(R)" Consolidation o
Variable Interest Entities—An Interpretation of ARB. 51". Additionally, Statement 167 requires ongoingssessments of whether an
enterprise is the primary beneficiary of the valahterest entity. The Company will adopt Statetrig? in fiscal year 2011 and is currently
evaluating the impact of its pending adoption an@ompany’s consolidated financial statements.
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Accounting Standards Codificatic

In June 2009, the FASB issued SFAS No. F68$SB Accounting Standards CodificatiBhand the Hierarchy of Generally Accepted
Accounting Principles, a replacement of SFAS N@.(“Statement 168”). Statement 168 establishes th&8B-Accounting Standards
Codification as the source of authoritative accmgnprinciples recognized by the FASB to be appiiethe preparation of financial statements
in conformity with generally accepted accountingnpiples. Statement 168 explicitly recognizes r@ed interpretive releases of the Securities
and Exchange Commission (“SEC”) under federal sgéesilaws as authoritative GAAP for SEC registsai@tatement 168 is effective for
financial statements issued for fiscal years atetiim periods ending after September 15, 2009.dmpany will adopt Statement 168 in the
second quarter of fiscal year 2010.

Fair Value Measurements

The Company adopted Statement No. 157 on May 28 & financial assets and liabilities. The Compalso adopted Statement
159 in which entities are permitted to choose tasnee many financial instruments and certain dthers at fair value. The Company did not
elect the fair value option for any of its eligifieancial assets or liabilities under SFAS 159.

SFAS No. 157 established a three-tier hierarchydmvalue measurements, which prioritizes thautspused in measuring fair value
as follows:

Level 1 — observable inputs such as quoted primesléntical instruments in active markets.

Level 2 — inputs other than quoted prices in aatigkets that are observable either directly oir@udly through corroboration with
observable market data.

Level 3 — unobservable inputs in which there itelior no market data, which would require the Campto develop its own
assumptions.

As of August 30, 2009, the Company held certairsthat are required to be measured at fair vatug recurring basis. These
included the Company'’s cash equivalents and masleetcurities for which the fair value is deteretdrbased on observable inputs that are
readily available in public markets or can be dedifrom information available in publicly quoted nkets. Therefore, the Company has
categorized its cash equivalents and marketablaities as Level 1. The Company has no other firsdm@ssets or liabilities for which fair
value measurement has been adopted.

Reclassifications
Certain reclassifications have been made to peoiod financial statements to conform to the curpariod presentation.
2. License Agreement with Monsanto Compan'

On December 1, 2006, Landec sold its direct mangedind sales seed company, Fielder's Choice D{tE€D”), which included the

Fielder's Choice Direct and Heartland Hybri@ brands, to American Seeds, Inc., a wholly ownedislidgry of Monsanto Company
(“Monsanto”). The acquisition price for FCD was $5d@lion in cash paid at the close. During fiscaby 2007, Landec recorded income from
the sale, net of direct expenses and bonuses 207 $2illion. The income that was recorded is eqoahe difference between the fair value of
FCD of $40 million and its net book value, lessdirselling expenses and bonuses. In accordanbegesiterally accepted accounting
principles, the portion of the $50 million of precks in excess of the fair value of FCD, or $10iomll was allocated to the technology license
agreement described below and will be recognizeéanue ratably over the five year term of théatetogy license agreement or $2 million
per year beginning December 1, 2006. The fair velag determined by management.
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On December 1, 2006, Landec also entered intoeayfear co-exclusive technology license and polysogply agreement (“the
Agreement”) with Monsanto for the use of Landecitellicoat polymer seed coating technology. Undlerterms of the Agreement, Monsanto
will pay Landec Ag $2.6 million per year in exchanfgr (1) a co-exclusive right to use Landec’s llideat temperature-activated seed coating
technology worldwide during the license period, tt®) right to be the exclusive global sales andketarg agent for the Intellicoat seed coating
technology, and (3) the right to purchase Lande@®any time during the five year term of the Agneat. Monsanto will also fund all
operating costs, including all Intellicoat reseaactl development, product development and non-geplant capital costs during the five year
agreement period.

The Agreement also provides for a fee payable tulka of $4 million if Monsanto elects to termin#ie agreement or $10 million if
Monsanto elects to purchase Landec Ag. If the mgeloption is exercised before the fifth anniversdithe Agreement, or if Monsanto elects
to terminate the Agreement, all annual license &ebssupply payments that have not been paid tdéaAg will become due upon the
purchase. If Monsanto does not exercise its puecbhption by the fifth anniversary of the Agreemésandec will receive the termination fee
and all rights to the Intellicoat seed coating teadbgy will revert to Landec. Accordingly, Landedlweceive minimum guaranteed payments
of $17 million for license fees and polymer suppéyments over five years or $23 million in maximpayments if Monsanto elects to
purchase Landec Ag. The minimum guaranteed paynagdtshe deferred gain of $2 million per year diéscr above will result in Landec
recognizing revenue and operating income of $5Idamiper year for fiscal years 2008 through 20hdl 2.7 million per year for fiscal years
2007 and 2012. The incremental $6 million to besieed in the event Monsanto exercises the purchpien has been deferred and will be
recognized upon the exercise of the purchase apfioa fair value of the purchase option was deteechiby management to be less than the
amount of the deferred revenue.

For each of the three months ended August 30, 288August 31, 2008, Landec recognized $1.35 milliorevenues from the
Agreement.

If Monsanto exercises its purchase option, LandecMonsanto will enter into a new long-term supgfyreement in which Landec
would continue to be the exclusive supplier of llideat polymer materials to Monsanto.

3. License Agreements

In December 2005, Landec entered into an exclugigasing agreement with Aesthetic Sciences Cotmrg“Aesthetic Sciences”p
medical device company. Aesthetic Sciences paidiéamn upfront license fee of $250,000 for thewsigk rights to use Landec's Intelimer
materials technology for the development of derfitlas worldwide. Landec will also receive roy&s on the sale of products incorporating
Landec’s technology. In addition, the Company reegishares of preferred stock valued at $1.3 millinich represented a 19.9% ownership
interest in Aesthetic Sciences as of December 2005.

As part of the original agreement with AesthetiteBces, Landec was to receive additional shares tippcompletion of a specific
milestone. In November 2006, that milestone wasandtas a result Landec received an additionaD800shares of preferred stock valued at
$481,000. The receipt of the additional 800,000esred shares did not change Landec’s 19.9% owigensterest in Aesthetic Sciences. The
$481,000 is included in other assets in the accoyipg Consolidated Balance Sheet and was recorslédeasing revenue during fiscal year
2007 in the accompanying Consolidated Statemen@pefations since Landec has no further obligatiover this agreement. During fiscal
year 2009, Aesthetic Sciences completed a secafdrped stock offering in which Landec did not @pate and as a result Lan(’s
ownership interest in Aesthetic Sciences was 17A8%f August 30, 2009 and May 31, 2009.

In March 2006, Landec entered into an exclusivense and research and development agreement wiBréducts and Chemicals,
Inc. (“Air Products”). Landec will provide researahd development support to Air Products for thyears with a mutual option for two
additional years. The license fees are being rézedras license revenue over a three year perigihiieg March 2006. In addition, in
accordance with the agreement, Landec will recé08 of the gross profit generated from the salgroflucts by Air Products occurring after
April 1, 2007, that incorporate Landec’s Intelirmeaterials.
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In September 2007, the Company amended its licgrasid supply agreement with Chiquita Brands Intiwnal, Inc. (“Chiquita”).
Under the terms of the amendment, the licensednabas was expanded to include additional excldiglds using Landec’s BreatheWay®
packaging technology, and a new exclusive licerselbieen added for the sale and marketing of avecauid mangos using Landec’s
BreatheWay packaging technology. In exchange fpaeding the exclusive fields for bananas and addingw exclusive field for avocados
and mango, the minimum gross profits to be recebwedandec from the sale of BreatheWay packaginghiguita for bananas, avocados and
mangos was increased to $2.2 million in fiscal y&209. In addition, the minimum gross profits thenfpany is to receive are calculated and
payable on a calendar quarter basis per the tefthe amended agreement. Accordingly, the minimamowents under the amended agreement
will be calculated each calendar quarter and thiide due at the end of March, June, SeptembeCsaember of each year.

4, Stock-Based Compensatior

In the three months ended August 30, 2009, the @ampecognized stockased compensation expense of $220,000 or $0.(ag&
and diluted share, which included $119,000 forrigtsid stock unit awards and $101,000 for stockoopgrants. In the three months ended
August 31, 2008, the Company recognized stock-besegensation expense of $295,000 or $0.01 pec basi diluted share, which included
$79,000 for restricted stock unit awards and $20® for stock option grants.

The following table summarizes the stock-based @msgtion by income statement line item:

Three Months Three Months

Ended Ended
August 30, 200" August 31, 200:
Research and developm $ 49,00( $ 42,00(
Sales, general and administrative 171,00( 253,00(
Total stocl-based compensatic $ 220,00( $ 295,00(

As of August 30, 2009, there was $1.5 million dhtainrecognized compensation expense relatedvested equity compensation
awards granted under the Landec incentive stoakspldotal expense is expected to be recognizedtbeeveighted-average period of 2.66
years for stock options and 2.24 years for restictock unit award:

During the three months ended August 30, 2009Ctmapany granted options to purchase 47,500 sh&msronon stock and 15,833
restricted stock unit awards.

As of August 30, 2009 the Company has reservednllibn shares of Common Stock for future issuannder its current and former
equity plans.

5. Net Income Per Diluted Share

The following table sets forth the computation dfittd net income for the periods with net incornmetflousands, except per share amounts):
Three Months  Three Months
Ended Ended
August 30, 200' August 31, 200

Numerator:
Net income applicable to Common Stockholc $ 2,18 % 2,83¢
Denominator
Weighted average shares for basic net income pee 26,34¢ 26,16:
Effect of dilutive securities

Stock options and restricted stock ul 367 63€
Weighted average shares for diluted net incomesipare 26,71¢ 26,79¢
Diluted net income per sha $ 0.0¢ $ 0.11
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For the three months ended August 30, 2009 and W8y 2008, the computation of the diluted nebime per share excludes the
impact of options to purchase 881,613 shares ahfb2@ shares of Common Stock, respectively, as isapacts would be antidilutive for the
periods.

6. Income Taxes

The estimated annual effective tax rate for fi@d0 is currently expected to be approximately 378 provision for income taxes
for the three months ended August 30, 2009 was i8ilidn.

On September 30, 2008, California enacted Asselitilft452 which among other provisions, suspendsoperating loss deductions
for 2008 and 2009 and extends the carry forwartgdesf any net operating losses not utilized dusuch suspension; adopts the federal 20-
year net operating loss carry forward period; pk-in the federal tworear net operating loss carryback periods beginmr&p11 and limits th
utilization of tax credits to 50 percent of a taypes taxable income. The Company does not expecthange in tax law to materially impact
its tax provision, except for the increase in theent state tax liability due to the temporaryprssion of the utilization of California net
operating loss carry forwards.

In June 2006, the Financial Accounting Standardsr@¢FASB) issued Interpretation No. 48A\¢counting for Uncertainty in Income
Taxes’ (“FIN 48”). FIN 48 clarifies the accounting fomgertainty in income taxes recognized in an enisg{s financial statements in
accordance with Statement of Financial Accountitap&ards No. 109, Accounting for Income Tax&g“FAS 109”). This interpretation
prescribes a recognition threshold and measureatgitute for the financial statement recognitiond aneasurement of a tax position taken or
expected to be taken in a tax return. FIN 48 atswigdes guidance on derecognition of tax benefisssification on the balance sheet, interest
and penalties, accounting in interim periods, disgte, and transition.

As of May 31, 2009, the Company had unrecognizedémefits of approximately $619,000. Includedhia balance of unrecognized
tax benefits as of May 31, 2009 is approximatel#3%B00 of tax benefits that, if recognized, wowddult in an adjustment to the Company’s
effective tax rate. The Company does not expedctthigaamounts of unrecognized tax benefits willndeasignificantly within the next twelve
months.

In accordance with FIN 48, paragraph 19, the Compes decided to classify interest and penaltilege® to uncertain tax positions
as a component of its provision for income taxase B the Compang’historical taxable loss position, the Companyntitiaccrue interest al
penalties relating to the income tax on the unratzegl tax benefits as of August 30, 2009 and Mgy2809 as the amounts were not
significant.

Due to tax attribute carryforwards, the Compansgulject to examination for tax years 1992 forwandU.S. tax purposes. The
Company was also subject to examination in vargtate jurisdictions for tax years 1996 forward, @of which were individually significant.

7. Goodwill and Other Intangibles

The Company tests goodwill and all its other inthlegassets with indefinite lives (collectivelyntangible assets”) for impairment at
least annually, in accordance with the provisiohSEAS No. 142Goodwill and Other Intangible Asset'SFAS 142"). When evaluating
goodwill for impairment, SFAS 142 requires the Camy to first compare the fair value of the repartimit to its carrying value to determine
if there is an impairment loss. If the fair valuette reporting unit exceeds its carrying valuegdwill is considered not impaired. Application
of the second step of the two-step approach in SE#Sis not required. Application of the goodwitipairment tests require significant
judgment by management, including identificatiorregorting units, assignment of assets and liadslito reporting units, assignment
goodwill to reporting units, determination of trerfvalue of each reporting unit and projection$utéire net cash flows, which judgments and
projections are inherently uncertain.

The Company considers the results generated framy both of the approaches set forth in SFAS 14@stonate the fair value of ea
relevant reporting unit as follows:

« The Company uses the market approach to develdgatiwhs of fair value. This approach uses maviétes and revenue multiples
other publich-traded companies engaged in the same or simikes bif business as the Compa
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« The Company uses the discounted cash flow (“DCF&)hmdology to develop an additional estimate affalue. The DCF methodology
recognizes that current value is premised on tipeeed receipt of future economic benefits. Indicet of value are developed by
discounting projected future net cash flows tortpegsent value at a rate that reflects both theentireturn requirements of the market
the risks inherent in the specific investme

The determination of whether the intangible asastdmpaired involves numerous assumptions, estsreatid the application of
significant judgment. For the market approach, merable judgment is required to select comparabiepanies and estimate the multiples of
revenues implied by their market values. For thé-R@proach, the Company must exercise judgmerétting an appropriate discount rate
and must also make numerous assumptions in ordevielop future business and financial forecastistiaa related estimates of future net ¢
flows. Future net cash flows depend primarily otufa product sales, which are inherently diffidolpredict.

The Company tested its goodwill and other intarggddsets with indefinite lives for impairment agolfy 26, 2009 and determined
that no adjustments to the carrying values of ti@nigible assets were necessary as of that date.qDarterly basis, the Company consider:
need to update its most recent annual tests faritdesmpairment of its intangible assets with ifiwnige lives, based on management’s
assessment of changes in its business and otheore@ofactors since the most recent annual evalnatSuch changes, if significant or
material, could indicate a need to update the mexsint annual tests for impairment of the intarggdssets during the current period. The
results of these tests could lead to write-dowrthefcarrying values of the intangible assets éncinrent period. No such significant or
material changes in the Company’s business or esmnenvironment have come to the attention of marent since May 31, 2009 through
the date of this report.

8. Inventories
Inventories are stated at the lower of cost (fimsfirst-out method) or market and consisted &f fllowing (in thousands):

August 30 May 31,

2009 2009
Finished good $ 441($ 2,10¢
Raw materia 4,02¢ 3,721
Total $ 8,43¢$ 582¢

9. Related Party

Apio provides cooling and distributing services famms in which the Chairman of Apio (the “Apio Glman”) has a financial interest
and purchases produce from those farms. Apio alsthpses produce from Beachside Produce LLC fertsahird parties. Beachside Produce
is owned by a group of entities and persons, inotythe Apio Chairman. Revenues and the resultoogants receivable and cost of product
sales and the resulting accounts payable are fitasas related party items in the accompanyingriaial statements as of August 30, 2009 and
May 31, 2009 and for the three months ended Aug@s2009 and August 31, 2008.

Apio leases, for approximately $310,000 on a curammual basis, agricultural land that is ownedHhgyApio Chairman. Apio, in turn,
subleases that land at cost to growers who argaiblil to deliver product from that land to Apio ¥atue added products. There is generally no
net statement of income impact to Apio as a redutiese leasing activities but Apio creates a guoiged source of supply for the value added
business. Apio has loss exposure on the leasingtgdd the extent that it is unable to subledse land. For the three months ended Augus
2009, the Company subleased all of the land lefisetthe Apio Chairman and received sublease incon$¥8,000 which is equal to the
amount the Company paid to lease that land fopéhmd.
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Apio's domestic commodity vegetable business whktsdBeachside Produce in 2003. The Apio Chairisan12.5% owner in
Beachside Produce. During the three months endguigt 30, 2009 and August 31, 2008, the Comparggrezed revenues of $210,000 and
$400,000, respectively, from the sale of productBeéachside Produce. The related accounts redeiframn Beachside Produce are classified
as related party in the accompanying financiakst&nts as of August 30, 2009 and May 31, 2009.

All related party transactions are monitored quértey the Company and approved by the Audit Corteribf the Board of Directors.
10. Comprehensive Income

The comprehensive income of Landec is insignifiyadifferent from net income.
11. Stockholders’ Equity

During the three months ended August 30, 2009,281shares of Common Stock were issued upon thengesit restricted stock un
and upon the exercise of options under the Comgaylity plans.

12. Business Segment Reportin

Landec operates in three business segments: tlieFfoducts Technology segment, the Commodity Tgadggment and the
Technology Licensing segment. The Food Productsifi@ogy segment markets and packs specialty padkapele and fresh-cut vegetables
that incorporate the BreatheWay specialty packafginthe retail grocery, club store and food segsitndustry. In addition, the Food Products
Technology segment sells BreatheWay packagingrtoga for nonvegetable products. The Commodity Trading segroemsists of revenu
generated from the purchase and sale of primatilglevcommodity fruit and vegetable products to Asid domestically to Wal-Mart. The
Technology Licensing segment licenses Landec’snpedielntellicoat seed coatings to the farming induand licenses the Company’s
Intelimer polymers for personal care products ameoindustrial products. Corporate includes caapogeneral and administrative expenses,
non Food Products Technology interest income amdgamywide income tax expenses. All of the assets ofXbmpany are located within t
United States of America. The Company’s intermalcales are primarily to Canada, Taiwan, Indayesid Japan. Operations by business
segment consisted of the following (in thousands):

Food Produc Technology

Three Months Ended August 30, 2C Technology Trading Licensing Corporate TOTAL
Net sales $ 41,85¢ $ 17,70 $ 1,38 $ — % 60,94
International sale $ 3,43t $ 15,95( $ — 3 — 3 19,38t
Gross profil $ 6,381 $ 1,10¢ $ 1,38t $ — % 8,87(
Net income (loss $ 3,39¢ % 57¢ $ 74C % (2,537) $ 2,18¢
Depreciation and amortizatic $ 71€ $ 3 3 43 $ — 3 762
Interest incom $ 32 % — $ — $ 25¢ 3 28¢
Interest expens $ 1 3 — % — 3 — % 1
Income tax expens $ — 3 — 3 — 3 1,28. $ 1,28:
Three Months Ended August 31, 2(

Net sales $ 43,81« $ 26,297 $ 1.64: $ — % 71,75
International sale $ 4,147 $ 21,69: $ — 3 — 3 25,84(
Gross profil $ 7,28: % 1,19¢ $ 1,642 $ — % 10,12:
Net income (loss $ 3,98¢ % 59¢ $ 1,10t $ (2,859 $ 2,83¢
Depreciation and amortizatic $ 744 $ 4 $ 48 $ — 3 79€
Interest incom $ 122 % — $ — 3 23t % 357
Interest expens $ 2 — % — 3 — % 2
Income tax expens $ — 3 — 3 — 3 1,911 % 1,911




During the three months ended August 30, 2009 argluat 31, 2008, sales to the Company’s top fivéoonsrs accounted for 50%
and 49%, respectively, of revenues with the Comfsatiop customer from the Food Products Technolagntent, Costco Wholesale Corp.,
accounting for 19% for both of the three monthseshdugust 30, 2009 and August 31, 2008. The Compapects that, for the foreseeable
future, a limited number of customers may contituaccount for a significant portion of its net eeues.

13. Subsequent Event:

The Company evaluated subsequent events in acamradth SFAS No. 165 Subsequent Everitshrough the financials statements
filing date of September 30, 2009.
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Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion should be read in conjiorctvith the unaudited consolidated financial statats and accompanying notes
included in Part I—Item 1 of this Form 10-Q and #wuslited consolidated financial statements andrapanying notes and Management'’s
Discussion and Analysis of Financial Condition &webults of Operations included in Landec’s Annugp&t on Form 10-K for the fiscal year
ended May 31, 2009.

Except for the historical information containedéiar the matters discussed in this report are fatd@oking statements within the
meaning of Section 21E of the Securities ExchangieoA1934. These forward-looking statements iagalertain risks and uncertainties that
could cause actual results to differ materiallyrirthose in the forward-looking statements. Poatnisks and uncertainties include, without
limitation, those mentioned in this Form 10-Q aindparticular the factors described below in Paitdm 1A of the Form 10-Q and those
mentioned in Landec’s Annual Report on Form 10-Kthe fiscal year ended May 31, 2009. Landec ua#es no obligation to update or
revise any forward-looking statements in orderetitect events or circumstances that may arise tifeedate of this report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to the Congperitycal accounting policies which are includedi aescribed in the Form 10-K
for the fiscal year ended May 31, 2009 filed witle Securities and Exchange Commission on Auguxi@s.

The Company

Landec Corporation and its subsidiaries (“Landacthe “Company”) design, develop, manufacture aittemperature-activated and
other specialty polymer products for a varietyadd products, agricultural products, and licensadner applications. This proprietary
polymer technology is the foundation, and a kefedéntiating advantage, upon which Landec has lsiltusiness.

Landec’s core polymer products are based on ienpad proprietary Intelimer polymers, which diffesm other polymers in that they
can be customized to abruptly change their physitatacteristics when heated or cooled througleaet temperature switch. For instance,
Intelimer polymers can change within the rangera or two degrees Celsius from a non-adhesive &tatdighly tacky, adhesive state; from
an impermeable state to a highly permeable statiegpm a solid state to a viscous state. Theseplmhanges are repeatedly reversible and car
be tailored by Landec to occur at specific tempeest, thereby offering substantial competitive aula@ges in Landec’s target markets.

Following the sale of Landec’s former direct maikgtand sales seed corn company, FCD, to Monsarftsdal year 2007, Landec
now has three core businesses — Food Products dlegyn Commodity Trading and Technology Licensiegd note 12 of the unaudited
financial statements).

Our Food Products Technology business is operateddgh a subsidiary, Apio, Inc., and combines goppetary food packaging
technology with the capabilities of a large natidioad supplier and value-added produce procesgatue-added processing incorporates
Landec's proprietary packaging technology with pidthat is processed by washing, and in some ca##sg and mixing, resulting in
packaged produce to achieve increased shelf lder@duced shrink (waste) and to eliminate the rieeite during the distribution cycle. This
combination was consummated in 1999 when the Coyaequired Apio, Inc. and certain related entiieslectively, “Apio”).

Our Commodity Trading business is operated throdgio and combines Apio’s export company, Cal Exding Company (“Cal-
Ex"), with Apio’s domestic buy-sell commodity busiss that purchases and sells whole fruit and velgepaoducts to Asia and domestically to
Wal-Mart.

Our Technology Licensing business includes our petgry Intellicoat seed coating technology whioh ave licensed to Monsanto

and our Intelimer polymer business that licenseBarsupplies products outside of our Food Prodliethnology business to companies such
as Air Products and Chemicals, Inc. (“Air Produg®sfid Nitta Corporation (“Nitta”).
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Landec was incorporated on October 31, 1986. Wiepteted our initial public offering in 1996 and ddommon Stock is listed on
The NASDAQ Global Select Market under the symbdNXC.” Our principal executive offices are locatead3603 Haven Avenue, Menlo
Park, California 94025 and our telephone numbés5€) 306-1650.
Description of Core Business

Landec participates in three core business segmé&oisd Products Technology, Commodity Trading aedhfiology Licensing.

Landec Corporation

|

tedimer® Technofogy

Food Products Commodity Technalogy Licensing
Technology Trading

Food Products Technology Business

The Company began marketing its proprietary Intelilbased BreatheWay® membranes in 1996 for udeeifrésh-cut produce
packaging market, one of the fastest growing setgriarthe produce industry. Landec’s proprietarg@heWay packaging technology when
combined with fresh-cut or whole produce resultpackaged produce with increased shelf life andeed shrink (waste) without the need for
ice during the distribution cycle. The resultimpgucts are referred to as “value-added” produbtsl999, the Company acquired Apio, its
then largest customer in the Food Products Teclygddasiness and one of the nation’s leading marketed packers of produce and specialty
packaged fresh-cut vegetables. Apio utilizes stétihe-art fresh-cut produce processing technokgy year-round access to specialty
packaged produce products which Apio distributethéotop U.S. retail grocery chains, major clubrestcand to the foodservice industry. The
Company’s proprietary BreatheWay packaging busihassbeen combined with Apio into a subsidiary te#dins the Apio, Inc. name. This
vertical integration within the Food Products Tealogy business gives Landec direct access to the nd growing fresh-cut and whole
produce market. During the fiscal year ended Mby2B09, Apio shipped nearly sixteen million cagafi produce to leading supermarket
retailers, wholesalers, foodservice suppliers duab stores throughout the United States and intemnmally, primarily in Asia.

There are four major distinguishing characteristitdpio that provide competitive advantages inffo®d Products Technology
market:

Value-Added Supplier: Apio has structured its business as a marketesalhet of fresh-cut and whole value-added produtés focused
on selling products under its Eat Smart® branda@her brands for its fresh-cut and whole vaaaigled products. As retail grocery .
club store chains consolidate, Apio is well posigd as a single source of a broad range of products

Reduced Farming Risks: Apio reduces its farming risk by not taking owstep of farmland, and instead, contracts with gnader
produce. The year-round sourcing of produce isyadomponent to the fresh-cut and whole value-agdedessing business.

Lower Cost Structure: Apio has strategically invested in the rapidly ginogvfresh-cut and whole value-added business. 486,000
square foot value-added processing plant is auemnaith state-of-the-art vegetable processing egeig. Virtually all of Apio’s
value-added products utilize Apio’s proprietary &teWay packagingtechnology. Apio’s strategy is to operate onedazgntral
processing facility in one of California’s largektywest cost growing regions (Santa Maria Valleyl ase packaging technology to
allow for the nationwide delivery of fresh prodym@ducts.
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Expanded Product Line Using TechnologyApio, through the use of its BreatheWay packagitgghnology, is introducing on average
fifteen new value-added products each year. Theseproduct offerings range from various sizege$li-cut bagged products, to
vegetable trays, to whole produce, to vegetabkdsahnd snack packs. During the last twelve moaipi® has introduced 13 new
products.

Apio established its Apio Packaging division in 80 advance the sales of BreatheWay packagingtéatyy for shelf-life sensitive
vegetables and fruit.

Apio Packaging’s first program has concentratetb@manas and was formally consummated when Apigezhtato an agreement to
supply Chiquita Brands International, Inc. (“Chig) with its proprietary banana packaging techgglon a worldwide basis for the ripening,
conservation and shelf-life extension of bananasifost applications on an exclusive basis and tieeroapplications on a non-exclusive
basis. In addition, Apio provides Chiquita withgming research and development and process tedynsigpport for the BreatheWay
membranes and bags, and technical service sugpotighout the customer chain in order to assitiéndevelopment and market acceptan:
the technology.

For its part, Chiquita provides marketing, disttibo and retail sales support for Chiquita® banaswd worldwide in BreatheWay
packaging. To maintain the exclusive license, Gitdggmust meet quarterly minimum purchase threshofdBreatheWay banana packages.

The initial market focus for the BreatheWay banpaekaging technology using Chiquita bananas has t@@mercial outlets that
normally do not sell bananas because of their sitf-life — outlets such as quick serve restastaonvenience stores and coffee chain
outlets.

In fiscal year 2008, the Company expanded the tige BreatheWay technology to avocados under gaeaed licensing agreement
with Chiquita. Commercial sales of avocados paelldg Landec’s BreatheWay packaging into the faardise industry began late in fiscal
year 2008 and market trials are currently underf@ayetail applications

The Company’s specialty packaging for case linedpcts reduces freight expense up to 50% for ecepiaduce commodities by
eliminating the weight and space consumed by ineaddition to reducing the cost of freight, thenmval of ice from the distribution system
offers additional benefits.

Product enhancements in the fresh-cut vegetat#anitiude fresh-cut vegetable trays designed thk lide they were freshly made in
the retail grocery store or at home. The rectearguhy design is convenient for storage in congshrefrigerators and expands the Company’
wide-ranging vegetable tray line.

In May 2007, Apio entered into an 18-month researuth development agreement with Natick Soldier Rete Development &
Engineering Center, a branch of the U.S. Militaoydevelop commercial uses for Landec’s BreatheWkaging technology within the U.S.
Military by significantly increasing the shelf lifaf produce for overseas shipments. Apio is nowgoroved vendor for its BreatheWay
packaging technology to the U.S. Military.

In June 2008, Apio entered into a collaboratioreagrent with Seminis Vegetable Seeds, Inc., a wimllged subsidiary of
Monsanto, to develop novel broccoli and cauliflowesducts for the exclusive sale by Apio in the thokmerican market. These novel
products will be packaged in Landec’s proprietargd@heWay packaging and will be sold to retail grgachains, club stores and the food
service industry. Field trials for the initial ¢gat varieties began in the Fall of 2008.

In addition, the Company has commercialized newesliof fresh cut vegetable side dishes, vegetalddsand vegetable snacks.
Commodity Trading Business

Commodity Trading revenues consist of revenuesrgéee from the purchase and sale of primarily wieolemodity fruit and
vegetable products to Asia through Apio’s expornpany, Cal-Ex, and from the purchase and sale ofewtommodity fruit and vegetable

products domestically to Wal-Mart. The Commoditading business is a buy/sell business that reaiz:ommission-based margin on
average in the 5-6% range.
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Technology Licensing Businesses
The Technology and Market Opportunity: Intellico&eed Coatings

Following the sale of FCD, Landec Ag’s strategy hasn to work closely with Monsanto to further depeour patented, functional
polymer coating technology for sale and/or liceggimthe seed industry. In accordance with itsige, supply and R&D agreement with
Monsanto, Landec Ag is currently focused on comiméring products for the seed corn market and thlans to broaden the technology to
other seed crop applications.

Landec's Intellicoat seed coating applicationsd@signed to control seed germination timing, inseegrop yields, reduce risks and
extend crop-planting windows. These coatings areeatly available on hybrid corn, soybeans and rirdde=sd corn used for seed
production. In fiscal year 2000, Landec Ag laurttits first commercial product, Pollinator Pl@scoatings, which is a coating application
used by seed companies as a method for spreadiitafion to increase yields and reduce risk inpineduction of hybrid seed corn. There
approximately 650,000 acres of seed productiohéninited States and in 2009 Pollinator Plus wasl iy 18 seed companies on
approximately 22% of the seed corn production aicréise U.S.

Monsanto announced last year that it formed a nesinless called the Seed Treatment Business whithlleiv Monsanto to develop
its seed treatment requirements internally. Thecept of seed treatments is to place an insectaidiengicide directly onto the seed surface in
order to protect the seed and the seedling asdtgas. Landec’s Intellicoat seed coating technotmyld be an integral and proprietary part of
Monsanto’s commitment to building a major positinrseed treatments worldwide by using Landec’s seatings as a “carrier” of
insecticides/fungicides which can be dispenseteatppropriate time based on time or soil tempegatDuring fiscal year 2009, we focused
on validating the use of Landec’s coating technglfag these applications.

The Technology and Market Opportunity: Intelimer Boner Applications

We believe our technology has commercial potential wide range of industrial, consumer and medipalications beyond those
identified in our core businesses. For examplecowe patented technology, Intelimer materials, lsa used to trigger catalysts, insecticides or
fragrances just by changing the temperature ofrttedimer materials or to activate adhesives thtooagntrolled temperature change. In order
to exploit these opportunities, we have entered amd will enter into licensing and collaborativemorate agreements for product developr
and/or distribution in certain fields. Howeveryg the infrequency and unpredictability of whea @ompany may enter into any such
licensing and research and development arrangentbat€ompany is unable to disclose its financkgleetations in advance of entering into
such arrangements.

Industrial Materials and Adhesivt

Landec’s industrial product development strategy focus on coatings, catalysts, resins, additaresadhesives in the polymer
materials market. During the product developméages, the Company identifies corporate partnessipport the ongoing development and
testing of these products, with the ultimate gddicensing the applications at the appropriatestim

Intelimer Polymer Systen

Landec has developed latent catalysts useful enelg pot-life, extending shelf life, reducing weaand improving thermoset cure
methods. Some of these latent catalysts are dlyrteeing distributed by Akzddobel Chemicals B.V. through our licensing agreetwéth Air
Products. The Company has also developed Intelimlgmer materials useful in enhancing the formnabptions for various personal care
products. The rights to develop and sell LandktEnt catalysts and personal care technologies lmmsed to Air Products in March 2006.

Personal Care and Cosmetic Applicatic
Landec’s personal care and cosmetic applicatioatesty is focused on supplying Intelimer materialéhdustry leaders for use in
lotions and creams, and potentially color cosmelipsticks and hair care. The Company's partAgrProducts, is currently shipping products

to L'Oreal for use in lotions and creams. To déte,sales of Landec materials used in L'Oreal pctalhave not been material to the
Company'’s financial results
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Medical Applications

In December 2005, Landec entered into an exclugigasing agreement with Aesthetic Sciences Cotmorg“Aesthetic Sciences”)Aesthetic
Sciences paid Landec an upfront license fee of $280for the exclusive rights to use Landec's imtef materials technology for the
development of dermal fillers worldwide. Landedlalso receive royalties on the sale of produstorporating Landec’s technology. In
addition, the Company has received shares of pegfestock valued at $1.8 million which as of May 3009 represented a 17.3% ownership
interest in Aesthetic Sciences. At this time, @@mpany is unable to predict the ultimate outcoffita® collaboration with Aesthetic Sciences
and the timing or amount of future revenues, if.any

Results of Operations

Revenuegqin thousands):

Three months Three months
ended 8/30/0! ended 8/31/0¢ Change

Apio Value Addec $ 41,29: $ 43,00: (4)%
Apio Packaging 564 812 (31)%
Apio Tech. Subtota 41,85¢ 43,81« (4)%
Commodity Trading 17,70 26,29’ (33)%

Total Apio 59,55¢ 70,11: (15)%
Tech. Licensing 1,38¢ 1,64 (16)%

Total Revenue: $ 60,94: $ 71,75: (15)%

Apio Value Added

Apio’s value-added revenues consist of revenuesrgéed from the sale of specialty packaged frestaod whole value-added
processed vegetable products that are washed akdgead in our proprietary packaging and sold udgeo’s Eat Smart brand and various
private labels. In addition, value-added reverinelide the revenues generated from Apio Coolirig), & vegetable cooling operation in which
Apio is the general partner with a 60% ownershigitimn.

The decrease in Apio’s value-added revenues fottitee months ended August 30, 2009 compared tfirtheuarter of last year was
primarily due to the fact that the first quarterfistal year 2009 included 14 weeks of revenue @msgbto 13 weeks during the first quarter of
fiscal year 2010.

Apio Packaging

Apio packaging revenues consist of Apio’s packadgeuwhnology business using its BreatheWay membteaieology. The first
commercial application included in Apio packagis@iur banana packaging technology.

The decrease in Apio packaging revenues for theethronths ended August 30, 2009 compared to the panod last year was
primarily due to the reduction in contractual minim payments received from Chiquita under the amg@tequita license agreement.

Commodity Trading
Apio trading revenues consist of revenues geneffabed the purchase and sale of primarily whole cadity fruit and vegetable

products to Asia by Cal-Ex and from the purchasksaie of whole commodity fruit and vegetable padwomestically to Wal-Mart. The
export portion of trading revenues for the firsager of fiscal year 2010 was $16.0 million or 96%4otal trading revenues.
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The decrease in revenues in Apio’s trading busifesthe three months ended August 30, 2009 condparéhe same period last year
was due to a 26% decrease in export sales volusnesesult of a decreased supply of produce torexpamarily fruit, and a $2.9 million
decrease in domestic commodity sales to Wal-Magttduhe planned exiting of most of our domestig/bell business with Wal-Mart. In
addition, the first quarter of fiscal year 2009lirted 14 weeks of revenue compared to 13 weeksgltine first quarter of fiscal year 2010.

Technology Licensing
Technology licensing revenues consist of reveneesigted from the licensing agreements with Momsakit Products and Nitta.

The decrease in Technology Licensing revenuehithree months ended August 30, 2009 compardtbtsaime period of the prior
year was not significant to consolidated Landeeneres

Gross Profit (in thousands):

Three months Three months
ended 8/30/0¢ ended 8/31/0¢ Change

Apio Value Addec $ 5865 $ 6,58( (11)%
Apio Packaging 51€ 703 2N%
Apio Tech. Subtota 6,381 7,28: (12)%
Commodity Trading 1,104 1,19¢ (8)%
Total Apio 7,48t 8,481 (12)%
Tech. Licensing 1,38t 1,64 (16)%
Total Gross Profit $ 8,87C $ 10,12 (12)%

General

There are numerous factors that can influence gnadg including product mix, customer mix, manctfaring costs, volume, sale
discounts and charges for excess or obsolete iomeritb name a few. Many of these factors inflleencare interrelated with other
factors. Therefore, it is difficult to preciselyantify the impact of each item individually. TBempany includes in cost of sales all the costs
related to the sale of products in accordance geétierally accepted accounting principles. Thesésdaclude the following: raw materials
(including produce and packaging), direct laboertvead (including indirect labor, depreciation, &mdllity related costs) and shipping and
shipping related costs. The following discussiorr@aunding gross profit includes management’s bssinates of the reasons for the changes
for the first quarter of fiscal year 2010 comparethe same period last year as outlined in thie @above.

Apio Value-Added

The decrease in gross profit for Apio’s value-addeecialty packaged vegetable business for the thenths ended August 30, 2009
compared to the same period last year was primauwiéyto the decrease in revenues of 4% duringibteqiarter of fiscal year 2010 compared
to the first quarter of last year coupled with acrease in the cost of produce during this yeass duarter compared to last year’s first
guarter. In addition, the first quarter of fisgalar 2009 included 14 weeks of gross profit comppénel 3 weeks during the first quarter of fiscal
year 2010

Apio Packaging

The decrease in gross profit for Apio Packaginglfierthree months ended August 30, 2009 comparttetsame period last year was
primarily due to the reduction of contractual minim payments received from Chiquita under the amé@tequita license agreement.

Commodity Trading

Apio’s commodity trading business is a buy/sellibass that realizes a commission-based margireibt6% range. The decrease in
gross profit for Apio’s commodity trading busineliging the three months ended August 30, 2009 coedpta the same period last year was
primarily due to a 33% decrease in revenues. tlitiad, the first quarter of fiscal year 2009 ind&d 14 weeks of gross profit compared to 13
weeks during the first quarter of fiscal year 201@he decrease in revenues was greater tharetiiease in gross profit because the decrease
in revenues was primarily due to decreased domestionodity volume sales which is a 2% margin bussrend decreased export of fruit
which realizes lower gross margins than the gromgins realized from the export of vegetables.
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Technology Licensing

The decrease in Technology Licensing gross profitHe three months ended August 30, 2009 compardtk same period of the
prior year was not significant to consolidated Lemdross profit.

Operating Expenseqin thousands):

Three months Three months
ended 8/30/0! ended 8/31/0¢ Change

Research and Developmer

Apio $ 294 $ 351 (16)%
Tech. Licensing 64E 537 20%
Total R&D $ 93¢ §$ 88¢ 6%
Selling, General and Administrative
Apio $ 3,065 $ 3,50( (12)%
Corporate 1,507 1,17¢ 28%
Total S,G&A $ 457C $ 4,67¢ 2)%

Research and Development

Landec’s research and development expenses conisigtrily of expenses involved in the developmerd arocess scale-up
initiatives. Research and development effortsgibAre focused on the Company’s proprietary Breatay membranes used for packaging
produce, with recent focus on extending the slifelff bananas and other shelf-life sensitive valglets and fruit. In the Technology Licensing
business, the research and development efforfeeused on the Company’s proprietary Intellicoatows for seeds, primarily corn seed and
on uses for our proprietary Intelimer polymers @mef food and agriculture.

The increase in research and development expemistsefthree months ended August 30, 2009 compgarét same period last year
was not significant.

Selling, General and Administrative

Selling, general and administrative expenses copsisarily of sales and marketing expenses assatiaith Landec’s product sales
and services, business development expenses dhdratadministrative expenses.

The decrease in selling, general and administratpenses for the three months ended August 3@, @dpared to the same period
last year was not significant.

Other (in thousands):

Three months Three months
ended 8/30/0! ended 8/31/0¢ Change

Interest Income $ 28¢ $ 357 (19)%
Interest Expenst $ 1D $ 2 (50)%
Income Taxes $ 1,282 $ 1,911 33%
Noncontrolling interest $ 18z $ 164 11%

Interest Income

The decrease in interest income for the three nsoelded August 30, 2009 compared to the same padbgear was primarily due
lower yields on investments due to declines inregerates.
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Interest Expense

The decrease in interest expense during the thoe¢hsiended August 30, 2009 compared to the sarfmpast year was not
significant.

Income Taxes

The decrease in the income tax expense is du@@étadecrease in net income before taxes durinthtee months ended August 30,
2009 compared to the same period last year andraate in the Company’s effective tax rate, aétking into account the expense for
noncontrolling interest, to 37% for the three maentéinded August 30, 2009 compared to 40% for thes g@eriod last year.

Noncontrolling Interest
The noncontrolling interest consists of the limidtners’ equity interest in the net income of &@iooling, LP.

The increase in the noncontrolling interest forttivee months ended August 30, 2009 compared tiirhejuarter of last year was r
significant.

Liquidity and Capital Resources

As of August 30, 2009, the Company had cash an egsivalents of $4.0 million, a net decrease &.$3nillion from $43.5 million
at May 31, 2009.

Cash Flow from Operating Activities

Landec generated $4.3 million of cash flow frommapieg activities during the three months ended ust@0, 2009 compared to
generating $2.2 million of cash flow from operatexgivities for the three months ended August D& The primary sources of cash from
operating activities during the three months enflegust 30, 2009 were from (1) generating $2.2 orillof net income, (2) nocash related n
expenses of $816,000 and (3) a net increase ofrilliBn in working capital. The primary changesworking capital were (a) a $4.0 million
increase in accounts receivable due to August 2&@nues being considerably higher than May 2008mees, (b) a $2.6 million increase in
inventories resulting from the timing of receiptalahe build up of inventories in advance of théday season, (c) a $7.2 million increase in
accounts payable resulting from the timing of pagte@nd the increase in cost of sales due to ARGA cost of sales being higher than May
2009 cost of sales, and (d) a $1.2 million decréasieferred revenue primarily due to recognizidgddmillion of revenue associated with
deferred revenue from the Monsanto licensing ageeemiuring the first three months of fiscal yeat @0

Cash Flow from Investing Activities

Net cash used in investing activities for the thremths ended August 30, 2009 was $44.3 millionpaned to $2.5 million for the
same period last year. The primary uses of cashvasting activities during the first quarter e&fdal year 2010 were for the purchase of $1.3
million of property, plant and equipment primarir the further expansion of Apio’s valslded processing facility and the further autonme
of Apio’s value-added processing facility and fréime net purchase of $43.0 million of marketableusiges.

Cash Flow from Financing Activities

Net cash provided by financing activities for theee months ended August 30, 2009 was $569,000a@upo $1.7 million for the

same period last year. The source of cash froam@img activities during the first quarter of fisgaar 2010 was the tax benefit from stock-
based compensation of $622,000.
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Capital Expenditures

During the three months ended August 30, 2009, eastiarted the expansion of Apio’s value-addedgssiag facility and purchased
vegetable processing equipment to support thedughtomation of Apio’s value added processindifgciThese expenditures represented the
majority of the $1.3 million of capital expenditste

Landec is not a party to any agreements with, arraigments to, any special purpose entities thatlevoanstitute material offralance
sheet financing other than the operating lease doments listed above.

Landec’s future capital requirements will depenchamerous factors, including the progress of iseaech and development
programs; the continued development of marketiatgssand distribution capabilities; the abilityl@ndec to establish and maintain new
collaborative and licensing arrangements; any aeti® pursue additional acquisition opportunitiegather conditions that can affect the
supply and price of produce, the timing and amoifiatyy, of payments received under licensing aasarch and development agreements; the
costs involved in preparing, filing, prosecutingfehding and enforcing intellectual property riglite ability to comply with regulatory
requirements; the emergence of competitive teclyyodmd market forces; the effectiveness of prodantmercialization activities and
arrangements; and other factors. If Landec’s ctiyeavailable funds, together with the internajgnerated cash flow from operations are not
sufficient to satisfy its capital needs, Landec lddwe required to seek additional funding througeo arrangements with collaborative
partners, additional bank borrowings and publipravate sales of its securities. There can bessar@nce that additional funds, if required,
will be available to Landec on favorable termstikh

Landec believes that its cash from operations,gaileith existing cash, cash equivalents and marketsdrurities will be sufficient to
finance its operational and capital requirementsfdeast the next twelve months.

Item 3. Quantitative and Qualitative Disclosures about MakRisk

None.
Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management evaluated, with participation of@hief Executive Officer and our Chief Financialfidér, the effectiveness of our
disclosure controls and procedures as of the etttegberiod covered by this Quarterly Report omi@0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial iofr have concluded that our disclosure controtsmocedures are effective in ensuring
information required to be disclosed in reportsdilnder the Exchange Act is recorded, processetmsrized and reported within the time
periods specified by the Securities and Exchangarflission, and are effective in providing reasonalsieurance that information required to
be disclosed by the Company in such reports ismaatated and communicated to the Company’s manageimetuding its Chief Executive
Officer and Chief Financial Officer, as appropritdeallow timely decisions regarding required distire.

Changes in Internal Control over Financial Repgrtin

There were no changes in our internal controls éimancial reporting during the quarter ended Au@gs 2009 that have materially
affected, or are reasonably likely to materiallieaf, our internal controls over financial repogtin
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PART Il. OTHER INFORMATION
Iltem 1. Legal Proceedings

The Company is involved in litigation arising inetmormal course of business. The Company is cilyreot a party to any leg
proceedings which management believes could rastiie payment of any amounts that would be mdtgrithe business or financial condit
of the Company.

Item 1A.Risk Factors

The risk factors set forth below include and mateshanges to, and supersede the descriptionseofigk factors disclosed in Item 1A
of the Company’s Form 10-K for the year ended MayZ009.

Landec desires to take advantage of the “Safe Hagyovisions of the Private Securities Litigation Baf Act of 1995 and of Secti
21E and Rule 3b-6 under the Securities Exchange®t934. Specifically, Landec wishes to alertdea that the following important factors
could in the future affect, and in the past hafecéd, Landec’s actual results and could causeeia results for future periods to differ
materially from those expressed in any forward-loglstatements made by or on behalf of Landec.deamssumes no obligation to update
such forward-looking statements.

The United States’ Economy is Currently UndergoiagPeriod of Slowdown and Unprecedented Volatiltyhich May Have an Adverse
Effect on Our Busines:

The U.S. and international economy and financialkets have experienced significant slowdown anatildl due to uncertainties
related to the availability of credit, energy pegdifficulties in the banking and financial semscsectors, softness in the housing market,
severely diminished market liquidity, geopoliticainflicts, falling consumer confidence and risimgmployment rates. This slowdown has
could further lead to reduced demand for our prtgjuehich in turn, would reduce our revenues anceexkly affect our business, financial
condition and results of operations. In particuthe slowdown and volatility in the global markatsve resulted in softer demand and more
conservative purchasing decisions by customerkjdirgy a tendency toward lower-priced products,chitgould negatively impact our
revenues, gross margins and results of operatibmaddition to a reduction in sales, our profitéypimay decrease during downturns because
we may not be able to reduce costs at the samasaier sales decline. These slowdowns are expextedrsen if current economic conditic
are prolonged or deteriorate further. We cannadiptehe ultimate severity or length of the currenbnomic crisis, or the timing or severity of
future economic or industry downturns.

Given the current unfavorable economic environmeuat,customers may have difficulties obtaining tal@t adequate or historical
levels to finance their ongoing business and operat which could impair their ability to make tilpgpayments to us. This may result in oy
sales and/or additional inventory or bad debt egpdar Landec. In addition to the impact of thereamic downturn on our customers, som
our vendors and growers may experience a reduictitreir availability of funds and cash flows, whicould negatively impact their business
as well as ours. A continuing or deepening downbfrthe U.S. economy, including increased volgtiln the credit markets, could adversely
impact our customers’ and vendors’ ability or wighess to conduct business with us on the same t@rat the same levels as they have
historically.

We are unable to predict the likely duration aneesiy of the current disruption in the financiahrkets and adverse economic
conditions in the U.S. and other countries and sctditions, if they persist or worsen, will furthedversely impact our business, operating
results, and financial condition. Further, thegeditions and uncertainty about future economiaitions make it challenging for Landec to
forecast its operating results, make business idesisand identify the risks that may affect itsiness, sources and use of cash, financial
condition and results of operations.
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Our Future Operating Results Are Likely to FluctuatWhich May Cause Our Stock Price to Decline

In the past, our results of operations have fluewiaignificantly from quarter to quarter and axpexted to continue to fluctuate in the
future. Historically, Landec Ag has been the priynsource of these fluctuations, as its revenuespaofits were concentrated over a few
months during the spring planting season (genedaiting our third and fourth fiscal quarters). alidition, Apio can be heavily affected by
seasonal and weather factors which have impactedegly results, such as the high cost of sourpiagluct in June/July 2006 and January
2007 due to a shortage of essential value-addetlipecitems. Our earnings may also fluctuate basenlir ability to collect accounts
receivables from customers and note receivables §pmwers and on price fluctuations in the freshetables and fruits markets. Other factors
that affect our food and/or agricultural operatiomgude:

the seasonality of our supplie

our ability to process produce during critical rest/periods

the timing and effects of ripenin

the degree of perishabilit

the effectiveness of worldwide distribution syste

total worldwide industry volume:

the seasonality of consumer dema

foreign currency fluctuations; ar

foreign importation restrictions and foreign paléi risks.

As a result of these and other factors, we exmecohtinue to experience fluctuations in quartepsgrating results.

We May Not Be Able to Achieve Acceptance of Our Nereducts in the Marketplace

Our success in generating significant sales ofpooducts will depend in part on the ability of uslaur partners and licensees to
achieve market acceptance of our new productsemtohblogy. The extent to which, and rate at whiod achieve market acceptance and
penetration of our current and future productsfisngtion of many variables including, but not lted to:

price;

safety;

efficacy;

reliability;

conversion costs

marketing and sales efforts; a

general economic conditions affecting purchasintepas.

We may not be able to develop and introduce newumrs and technologies in a timely manner or newdyets and technologies may
not gain market acceptance. We are in the eatesdf product commercialization of certain Intelmibased specialty packaging, Intellicoat
seed coatings and other Intelimer polymer prodacstsmany of our potential products are in develapm&Ve believe that our future growth
will depend in large part on our ability to develmpd market new products in our target marketsimmgéw markets. In particular, we expect
that our ability to compete effectively with exiggifood products, agricultural, industrial and neaticompanies will depend substantially on
successfully developing, commercializing, achievimgrket acceptance of and reducing the cost ofymiag our products. In addition,
commercial applications of our temperature switolymer technology are relatively new and evolvir@ur failure to develop new products or

the failure of our new products to achieve markeeptance would have a material adverse effectiobusiness, results of operations and
financial condition.
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We Face Strong Competition in the Marketplace

Competitors may succeed in developing alternate@rnologies and products that are more effectasieeto use or less expensive
than those which have been or are being developed br that would render our technology and préslobsolete and non-competitive. We
operate in highly competitive and rapidly evolviigds, and new developments are expected to asmt@t a rapid pace. Competition from
large food products, agricultural, industrial anddital companies is expected to be intense. litiaddthe nature of our collaborative
arrangements may result in our corporate partnetdieensees becoming our competitors. Many adétmmpetitors have substantially gre
financial and technical resources and productiahraarketing capabilities than we do, and may habstsntially greater experience in
conducting clinical and field trials, obtaining tégtory approvals and manufacturing and marketorgrercial products.

We Have a Concentration of Manufacturing in One Lation for Apio and May Have to Depend on Third P& to Manufacture Our
Products

Any disruptions in our primary manufacturing op@atat Apio’s facility in Guadalupe, California wioreduce our ability to sell our
products and would have a material adverse effectun financial results. Additionally, we may ndecdconsider seeking collaborative
arrangements with other companies to manufactur@malucts. If we become dependent upon thirdgmafor the manufacture of our
products, our profit margins and our ability to dmp and deliver those products on a timely basig be affected. Failures by third parties
may impair our ability to deliver products on a ¢iljnbasis and impair our competitive position. kvay not be able to continue to successfully
operate our manufacturing operations at acceptaddts, with acceptable yields, and retain adeguétaihed personnel.

Our Dependence on Single-Source Suppliers and Ssr\Rroviders May Cause Disruption in Our OperatioBtiould Any Supplier Fail to
Deliver Materials

We may experience difficulty acquiring materialsservices for the manufacture of our products onveg not be able to obtain
substitute vendors. We may not be able to procangparable materials at similar prices and terntBiwa reasonable time. Several services
that are provided to Apio are obtained from a snglovider. Several of the raw materials we usaaoufacture our products are currently
purchased from a single source, including some mmamne used to synthesize Intelimer polymers andtgatbsmaterials for our breathable
membrane products. Any interruption of our relasioip with single-source suppliers or service ptexs could delay product shipments and
materially harm our business.

We May Be Unable to Adequately Protect Our Intelieal Property Rights

We may receive notices from third parties, inclgdéome of our competitors, claiming infringementdoy products of patent and
other proprietary rights. Regardless of their tneeisponding to any such claim could be time-cameg, result in costly litigation and require
us to enter royalty and licensing agreements whialy not be offered or available on terms acceptiables. If a successful claim is made
against us and we fail to develop or license at#ubstechnology, we could be required to alter poducts or processes and our business,
results of operations or financial position coutdrbaterially adversely affected. Our success dipenlarge part on our ability to obtain
patents, maintain trade secret protection and ¢gerishout infringing on the proprietary rightsthird parties. Any pending patent
applications we file may not be approved and we matybe able to develop additional proprietary piaid that are patentable. Any patents
issued to us may not provide us with competitiveaatages or may be challenged by third partieser®aheld by others may prevent the
commercialization of products incorporating outhtealogy. Furthermore, others may independenthetbgvsimilar products, duplicate our
products or design around our patents.

Our Operations Are Subject to Regulations that Ditey Impact Our Business

Our food packaging products are subject to reqaiatinder the Food, Drug and Cosmetic Act (the “FRE’). Under the FDC Act,
any substance that when used as intended may eddgdie expected to become, directly or indirealgomponent or otherwise affect the
characteristics of any food may be regulated a®d additive unless the substance is generallygrézed as safe. We believe that food
packaging materials are generally not considered #alditives by the FDA because these productaarexpected to become components of
food under their expected conditions of use. Wesiter our breathable membrane product to be agaockaging material not subject to
regulation or approval by the FDA. We have notieed any communication from the FDA concerning longathable membrane product. If
the FDA were to determine that our breathable mamdproducts are food additives, we may be reqairedbmit a food additive petition for
approval by the FDA. The food additive petitiompess is lengthy, expensive and uncertain. A oetetion by the FDA that a food additive
petition is necessary would have a material adveffeet on our business, operating results andfi condition.
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Federal, state and local regulations impose vagowgonmental controls on the use, storage, digehar disposal of toxic, volatile or
otherwise hazardous chemicals and gases used m@iotime manufacturing processes. Our failureottrol the use of, or to restrict adequa
the discharge of, hazardous substances under pasieure regulations could subject us to subtshlhiability or could cause our
manufacturing operations to be suspended and chamgavironmental regulations may impose the rieeddditional capital equipment or
other requirements.

Our agricultural operations are subject to a vardtenvironmental laws including, the Food Quaktotection Act of 1966, the Clean
Air Act, the Clean Water Act, the Resource Consiionaand Recovery Act, the Federal Insecticide,dicide and Rodenticide Act, and the
Comprehensive Environmental Response, Compensatidihiability Act. Compliance with these laws amthted regulations is an ongoing
process. Environmental concerns are, howeverrémtén most agricultural operations, includinggbave conduct. Moreover, it is possible
that future developments, such as increasinglgtstrivironmental laws and enforcement policies @oesult in increased compliance costs.

The Company is subject to the Perishable Agricalt@ommodities Act (“PACA”) law. PACA regulatesifarade standards in the
fresh produce industry and governs all the prodscks by Apio. Our failure to comply with the PAGAquirements could among other thir
result in civil penalties, suspension or revocatba license to sell produce, and in the mostgigte cases, criminal prosecution, which could
have a material adverse effect on our business.

Adverse Weather Conditions and Other Acts of GodyMzause Substantial Decreases in Our Sales andfaréases in Our Cosi

Our Food Products Technology business is subjesetither conditions that affect commodity pricespgyields, and decisions by
growers regarding crops to be planted. Crop deseasd severe conditions, particularly weather itimmd such as floods, droughts, frosts,
windstorms, earthquakes and hurricanes, may adyefect the supply of vegetables and fruits usedur business, which could reduce the
sales volumes and/or increase the unit productistsc Because a significant portion of the cosgiged and contracted in advance of each
operating year, volume declines due to productimeriuptions or other factors could result in ir@es in unit production costs which could
result in substantial losses and weaken our firgdueaindition.

We Depend on Strategic Partners and Licenses fotle Development

Our strategy for development, clinical and fieldtieg, manufacture, commercialization and markefimgome of our current and
future products includes entering into variousalodirations with corporate partners, licensees #met® We are dependent on our corporate
partners to develop, test, manufacture and/or nhadwe of our products. Although we believe thatmartners in these collaborations hav:
economic motivation to succeed in performing tloeintractual responsibilities, the amount and timéhgesources to be devoted to these
activities are not within our control. Our parta@nay not perform their obligations as expected@may not derive any additional revenue
from the arrangements. Our partners may not pgsyadditional option or license fees to us or maydevelop, market or pay any royalty fees
related to products under the agreements. Moregwere of the collaborative agreements providettieat may be terminated at the discretion
of the corporate partner, and some of the collah@agreements provide for termination under otti@umstances. Our partners may pursue
existing or alternative technologies in preferettceur technology. Furthermore, we may not be &bleegotiate additional collaborative
arrangements in the future on acceptable ternas afl, and our collaborative arrangements maybeatuccessful.

Both Domestic and Foreign Government RegulationsrCidave an Adverse Effect on Our Business Operatic

Our products and operations are subject to govantaheegulation in the United States and foreigartdes. The manufacture of our
products is subject to periodic inspection by raturdy authorities. We may not be able to obtaiceseary regulatory approvals on a timely
basis or at all. Delays in receipt of or failuoeréceive approvals or loss of previously receig@pprovals would have a material adverse effect
on our business, financial condition and resultsprations. Although we have no reason to belieaewe will not be able to comply with all
applicable regulations regarding the manufactucesate of our products and polymer materials, i@guis are always subject to change and
depend heavily on administrative interpretationd #e country in which the products are sold. Ftthanges in regulations or interpretations
relating to matters such as safe working condititatsoratory and manufacturing practices, enviromaecontrols, and disposal of hazardot
potentially hazardous substances may adverselgtafte business.
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We are subject to USDA rules and regulations carngrthe safety of the food products handled atdl lsp Apio, and the facilities in
which they are packed and processed. Failurenpbowith the applicable regulatory requirements,@mong other things, result in:

fines, injunctions, civil penalties, and suspensjon

withdrawal of regulatory approvals,

product recalls and product seizures, includingatsn of manufacturing and sales,
operating restrictions, and

criminal prosecution.

We may be required to incur significant costs tmpty with the laws and regulations in the futureiehhmay have a material adverse
effect on our business, operating results and €igducondition.

Our International Operations and Sales May ExposeicBusiness to Additional Risks

For the three months ended August 30, 2009, apmiately 32% of our total revenues were derived fpypduct sales to international
customers. A number of risks are inherent in iraéamal transactions. International sales andaijmers may be limited or disrupted by any of
the following:

regulatory approval proces

government controls

export license requiremen

political instability,

price controls

trade restrictions

changes in tariffs, ¢

difficulties in staffing and managing internatiorgderations

Foreign regulatory agencies have or may establistiyct standards different from those in the UniBéates, and any inability to
obtain foreign regulatory approvals on a timelyibasuld have a material adverse effect on ourmational business, and our financial
condition and results of operations. While ouefgn sales are currently priced in dollars, flutias in currency exchange rates may reduce
the demand for our products by increasing the pfagur products in the currency of the countriésvhich the products are sold. Regulatory,
geopolitical and other factors may adversely impagctoperations in the future or require us to rfyodur current business practices.

Cancellations or Delays of Orders by Our Customéfay Adversely Affect Our Business

During the three months ended August 30, 2009s<aleur top five customers accounted for approtetg0% of our revenues, w
our largest customer, Costco Wholesale Corporatioogunting for approximately 19% of our revenu@e expect that, for the foreseeable
future, a limited number of customers may contitiuaccount for a substantial portion of our neeraes. We may experience changes in the
composition of our customer base as we have expikin the past. We do not have long-term purchgssements with any of our
customers. The reduction, delay or cancellatioordérs from one or more major customers for aagaa or the loss of one or more of our
major customers could materially and adverselycafder business, operating results and financiatlition. In addition, since some of the
products processed by Apio at its Guadalupe, Gal#idfacility are sole sourced to its customers,aperating results could be adversely
affected if one or more of our major customers werdevelop other sources of supply. Our currestamers may not continue to place orc
orders by existing customers may be canceled ornoagontinue at the levels of previous periodezermay not be able to obtain orders from
new customers.
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Our Sale of Some Products May Increase Our Expostwdroduct Liability Claims

The testing, manufacturing, marketing, and salkhefproducts we develop involve an inherent riskllgfgations of product
liability. If any of our products were determinedalleged to be contaminated or defective or teel@aused a harmful accident to an end-
customer, we could incur substantial costs in redpw to complaints or litigation regarding our guats and our product brand image couls
materially damaged. Either event may have a natadverse effect on our business, operating eauld financial condition. Although we
have taken and intend to continue to take whate&lieve are appropriate precautions to minimize syp@to product liability claims, we may
not be able to avoid significant liability. We cently maintain product liability insurance. While believe the coverage and limits are
consistent with industry standards, our coveragg moa be adequate or may not continue to be aveikan acceptable cost, if at all. A
product liability claim, product recall or othe@h with respect to uninsured liabilities or in egs of insured liabilities could have a material
adverse effect on our business, operating resatt§inancial condition.
Our Stock Price May Fluctuate in Accordance with Meet Conditions

The following events may cause the market priceusfcommon stock to fluctuate significantly:

technological innovations applicable to our product

our attainment of (or failure to attain) milestoreshe commercialization of our technology,

our development of new products or the developroénew products by our competitors,

new patents or changes in existing patents appdicatour products,

our acquisition of new businesses or the salespadial of a part of our businesses,

development of new collaborative arrangements bypuscompetitors or other parties,

changes in government regulations applicable tdosiness,

changes in investor perception of our business,

fluctuations in our operating results and

changes in the general market conditions in ounsig.
These broad fluctuations may adversely affect thekpt price of our common stock.
We May Be Exposed to Employment Related Claims &odts that Could Materially Adversely Affect Our Bmess

We have been subject in the past, and may be ifuthee, to claims by employees based on allegatajrdiscrimination, negligence,
harassment and inadvertent employment of illedgahalor unlicensed personnel, and we may be sulojgatyment of workers' compensation
claims and other similar claims. We could incupstantial costs and our management could sperghdisant amount of time responding to
such complaints or litigation regarding employesrok, which may have a material adverse effectuwsrbasiness, operating results and

financial condition.

We Are Dependent on Our Key Employees and if OnéMarre of Them Were to Leave, We Could ExperiencéfiDulties in Replacing Then
and Our Operating Results Could Suffer

The success of our business depends to a sigriiedent upon the continued service and performafieerelatively small number of
key senior management, technical, sales, and niagkeérsonnel. The loss of any of our key persbmogld likely harm our business. In
addition, competition for senior level personnethaknowledge and experience in our different linEbusiness is intense. If any of our key
personnel were to leave, we would need to devdistantial resources and management attention lacethem. As a result, management
attention may be diverted from managing our businesd we may need to pay higher compensatiorptage these employees.
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We May Issue Preferred Stock with Preferential Rigithat Could Affect Your Rights

Our Board of Directors has the authority, withautier approval of our stockholders, to fix thehtggand preferences, and to issue
shares, of preferred stock. In November 1999,ssedd and sold shares of Series A Convertible Peeff&tock and in October 2001 we iss
and sold shares of Series B Convertible PrefertedkSThe Series A Convertible Preferred Stock e@sverted into 1,666,670 shares of
Common Stock in November 2002 and the Series B €xible Preferred Stock was converted into 1,742 difares of Common Stock in
May 2004.

The issuance of new shares of preferred stock duald the effect of making it more difficult fottlsird party to acquire a majority of
our outstanding stock, and the holders of suchepredl stock could have voting, dividend, liquidatand other rights superior to those of
holders of our Common Stock.

We Have Never Paid any Dividends on Our Common &toc

We have not paid any cash dividends on our ComntockSince inception and do not expect to do ghénforeseeable future. Any
dividends may be subject to preferential dividepdgable on any preferred stock we may issue.

Our Profitability Could Be Materially and Adverseljffected if it Is Determined that the Book Valud Goodwill is Higher than Fair Value
Our balance sheet includes an amount designategbadwill” that represents a portion of our assaisl our stockholders’
equity. Goodwill arises when an acquirer pays nfore business than the fair value of the tangilnlé separately measurable intangible net
assets. Under Statement of Financial Accountimgd&irds No. 142 Goodwill and Other Intangible Assétsbeginning in fiscal year 2002, t
amortization of goodwill has been replaced witHiarpairment test” which requires that we compare fihir value of goodwill to its book
value at least annually and more frequently ifuinstances indicate a possible impairment. If werdgne at any time in the future that the
book value of goodwill is higher than fair valueththe difference must be written-off, which comldterially and adversely affect our
profitability.
Iltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds
None
Item 3. Defaults Upon Senior Securitie:
None.
Item 4. Submission of Matters to a Vote of Security Holder:
None.
Item 5. Other Information

None.

Iltem 6. Exhibits

Exhibit

Number Exhibit Title:

31.1+ CEO Certification pursuant to section 302 of theb8ae-Oxley Act 0of2002.
31.2+ CFO Certification pursuant to section 302 of theb@ae-Oxley Act of 2002
32.1+ CEO Certification pursuant to section 906 of theb8ae-Oxley Act of 2002
32.2+ CFO Certification pursuant to section 906 of theb@ae-Oxley Act of 2002.

+  Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causexdRbport to be signed on
behalf by the undersigned, thereunto duly authdrize

LANDEC CORPORATION

By: /s/ Gregory S. Skinr
Gregory S. Skinr
Vice President, Finance and Chief Financial Off
(Principal Financial and Accounting Office

Date: September 30, 2009
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Exhibit 31.]
CERTIFICATION

I, Gary T. Steele, certify that:
1. | have reviewed this q uarterly repom Form 10-Q of Landec Corporation;

2. Based on my knowledge, this quayterport does not contain any untrue statementno&erial fact or omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statements were made, slgading with respect to t
period covered by this quarterly report;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this quarterly report, fairly presein all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

4, The registrant's other certifyin§jadr and | are responsible for establishin g arintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efine d in Exchange Act Rules 13a-15
(f) and 15d-15(f )) for the registrant and have:

€)) des igned such disclosure contiats procedures, or caused such disclosure commdlprocedures to be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made known t o us by
others within those entities, particularly durithg tperiod in which this quarterly report is beinggared;

(b) designed such internal control dirgaincial reporting, or caused such internal carwer financial reporting to be
designed un der our supervision, to provide redderessurance regarding the reliability of finahoégorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles ;

(c) evaluated the effec tiveness ofrdwgstrant's disclosure controls and procedurdspaesented in this quarterly report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thHegeovered by this quarterly report based
on such evaluation, and

(d) disclosed in this quarterly repamy change in the registrarg internal control over financial reporting thatooed durini
the registrant ' s most recent fiscal quarter (dwgstrant ’ s fourth quarter in the case of anuaalreport) that has materially affected, or is
reasonably likely to materially affect, the redgisit’ s internal control over financial reportiramd

5. The registrant's other certifyin§iadr and | have disclosed, based on our most tesexluation of internal control over financial
reporting, to the registrant's auditors and thdtaaeinmittee of the registrant ' s board of direst¢or persons performing the equivalent
functions):

(a) all significant deficiencies andteréal weaknesses in the design or operation eftiratl control over financial reporting
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial information; and

(b) any fraud, whether or not matettiaét i nvolves management or other employees valve h significant role in the
registrant's internal control over financial rejoagt

Date: September 30, 200 9

/s] Gary T. Steel

Gary T. Steels
Chief Executive Office




Exhibit 31.2
CERTIFICATION

I, Gregor y S. Skinner, certify that:
1. | have reviewed this quarterly reépor Form 10-Q of Landec Corporation;

2. Based on my knowledge, this quayterport does not contain any untrue statementno&erial fact or omit to state a material fact
necessay to make the statements made, in light of theueirstances under which such statements were maajsieading with respect to 1
period covered by this quarterly report;

3. Based on my knowledge, the finansiatements, and other financial imfoation included in this quarterly report, fairlyegent in al
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

4, The registrant's other certifyin§iadr and | are responsible for establishing an¢htaaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportireg @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

€) designed such disclosure contmts@ocedures, or caused such disclosure contndlpcedures to be designed under
our supervision, to ensure that material infornratielating to the registrant, i ncluding its condated subsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this quarterly report is beinggared;

(b) designed such internal control dirgaincial reporting, or caused such int ernal caraver financial reporting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financggorting and the preparation of financial
statements for external purposes in accordancegeitierally acc epted accounting principles ;

(c) evaluated the effectiveness ofrtgstrant's disclosure controls and proceduregaesknted in this quarterly report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thHegeovered by this quarterly report based
on such evaluation; and

(d) disclosed in this quarterly repamy change in the registrarg internal control over financial reporting thatooed durini
the registrant * s most recent fiscal quarte r (dggstrant * s fourth quarter in the case of anuah report) that has materially affected, or is
reasonably likely to materially affect, the redgisit’ s internal control over financial reportiramd

5. The registrant's other certifyin§jadr a nd | have disclosed, based on our mosttemeluation of internal control over financial
reporting, to the registrant's auditors and thdtaaeinmittee of the registrant ' s board of direst¢or persons performing the equivalent
functions):

(a) all significant deficiencies andteréal weaknesses in the design or operation eftiratl control over financial reporting
which are reasonably likely to adversely affectgistrant's ability to record, process, summaaizé report financial informatio n; and

(b) any fraud, whether or not matetiat involves management or other employees whe hasignificant role in the
registrant's internal control over financial rejoagt

Date: September 30, 2009

/s/ Gregory S. Skinnt

Gregory S. Skinne
Chief Financial Officel




Exhibit 32.]

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

In connection with the Quarterly Report of Landewrfioration (the “Company”) on Form 10-Q for theipdrending August 30, 2009
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report’)Gary T. Steele, Chief Executive Officer and Riest
of the Company, certify, pursuant to 18 U.S.C. §03s adopted pursuant to § 906 of the Sarbankss@xt of 2002, that:

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

(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and result of operations of the
Company.

Date: September 30, 2009

/s] Gary T. Steel

Gary T. Steel
Chief Executive Officer and Preside
(Principal Executive Officer

* The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-OxletyoA2002 (subsections
(a) and (b) of Section 1350, Chapter 63 of Title UBited States Code) and is not being filed as gfathe Form 10-Q or as a
separate disclosure docume




Exhibit 32.Z

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

In connection with the Quarterly Report of Landewrration (the “Company”) on Form 10-Q for theipdrending August 30, 2009 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Gregory S. Skinndice President of Finance and
Adminstration and Chief Financial Officer of ther@pany, certify, pursuant to 18 U.S.C. § 1350, aypsetl pursuant to § 906 of the Sarbanes-

Oxley Act of 2002, that:
(1) The Report fully complies with the requiremeoatsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and result of operations of the
Company.

Date: September 30, 2009

/s] Gregory S. Skinne
Gregory S. Skinne
Vice President and Chief Financial Offic
(Principal Accounting Officer

* The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-OxleyoA2002 (subsections
(a) and (b) of Section 1350, Chapter 63 of Title UBited States Code) and is not being filed as gfathe Form 10-Q or as a

separate disclosure docume




