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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the Fiscal Quarter Ended November 27, 2005 , or

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

For the Transition period from to

Commission file number: 0-27446
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(Exact name of registrant as specified in its @rart

California 94-302561¢
(State or other jurisdiction of (IRS Employer
incorporation or organizatiol Identification Number
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Menlo Park, California 94025
(Address of principal executive offices)

Registrant’s telephone number, including area code:
(650) 306-1650

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for at leastplast 90 days.

YesM NoO

Indicate by check mark whether the registrant ineselerated filer (as defined in Rule 12b-2 offixehange Act).

YesM NoO
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act).
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands)

November 27 May 29,
2005 2005*
(Unaudited)
ASSETS
Current Assets
Cash and cash equivale $ 6,45] $ 12,87
Marketable securitie — 1,96¢
Accounts receivable, less allowance for doubtfgbants of $363 and $313 at November 27, 2
and May 29, 200! 18,23 15,40¢
Accounts receivable, related pa 55k 47€
Inventory 19,72¢ 9,913
Notes and advances receiva 1,142 41¢
Notes receivable, related pa 55 89
Prepaid expenses and other current a: 1,57C 2,04:
Assets held for sal 1,19( 1,19(
Total Current Asset 48,92t 44,37
Property and equipment, r 17,50¢ 17,27*
Goodwill, net 28,89 25,98
Trademarks ne 13,24¢ 11,57(
Other intangibles, ne 86¢ 58
Notes receivabl 32t 42¢€
Notes receivable, related pa — 7
Other asset 17¢€ 37t
Total Assets $ 109,94 $100,07!
Current Liabilities:
Accounts payabl $ 18,60: 17,51
Related party payabls 39¢ 793
Accrued compensatic 2,18¢ 1,907
Other accrued liabilitie 2,29¢ 2,141
Deferred revenu 3,61¢ 557
Lines of credi 7,272 —
Current maturities of long term de 19€ 54¢
Total Current Liabilities 34,57¢ 23,45¢
Long term debt, less current maturit 1,947 2,54(
Other liabilities — 55C
Minority interest 1,45¢ 1,46¢€
Total Liabilities 37,97¢ 28,01t
Shareholder Equity:
Common stock, $0.001 par value; 50,000,000 shart®ezed; 24,383,954 and 24,086,368 shi
issued and outstanding at November 27, 2005 and2dag2005, respective 123,41: 121,95(
Accumulated defici (51,449 (49,890
Total Shareholde’ Equity 71,96 72,06(
Total Liabilities and Sharehold¢ Equity $ 109,94. $100,07!

* Amounts as of May 29, 2005 are derived from the 28y2005 audited consolidated financial statem:

See accompanying notes.
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LANDEC CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues
Product sale
Services revenue, related pa
License fee:
Royalty revenues, related pa
Research, development and royalty revetr
Total revenue
Cost of revenue
Cost of product sale
Cost of product sales, related pe
Cost of services reveni
Total cost of revenu
Gross profit
Operating costs and expens
Research and developmt
Selling, general and administrati
Total operating costs and expen
Operating los!
Interest incom:
Interest expens
Minority interest expens
Other (expense) incon
Net loss

Basic and diluted net loss per sh

Shares used in computing basic and diluted netdesshar

(Unaudited)

(In thousands, except per share amounts)

Three Months Ende

Six Months Ende:

November 27 November 2¢ November 27 November 2¢
2005 2004 2005 2004
$ 52,56( $ 49,69¢ $ 100,88t $ 95,26
922 87¢€ 2,09z 2,027
17z 22 294 44
58 54 134 12¢€
— 23 8 63
53,71: 50,67: 103,41° 97,52t
44,86 42,74¢ 85,70¢ 81,23¢
1,16¢€ 1,50¢ 2,82¢ 3,39¢
59€ 421 1,20: 1,15¢
46,62 44 67" 89,73¢ 85,78¢
7,08¢ 5,99¢ 13,67¢ 11,73¢
82C 68E 1,57¢ 1,48¢
7,154 5,94¢ 13,33¢ 11,32
7,974 6,631 14,91« 12,81(
(885) (635) (1,239 (1,079
13C 9 25C 19
(177) (87) (250) (20%)
(101) (124 (316) (276)
(%) 29 @) 36

$ (103) $ (80§ $ (1,559 $ (1,500
$ (.09 $ (009 $ (006 $  (0.06
24 ,35( 23,59 24,23 23,39¢

See accompanying notes.
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LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands)

Cash flows from operating activitie
Net loss

Adjustments to reconcile net loss to net cash usegerating activities

Depreciation and amortizatic
Loss on sale of property and equipm
Minority interest

Changes in current assets and current liabilitiesof effects of acquisition of assets of Heartlan

Hybrids, Inc.:

Accounts receivable, n

Inventory

Issuance of notes and advances receiv
Collection of notes and advances receivi
Prepaid expenses and other current a:
Accounts payabl

Related party payabls

Accrued compensatic

Other accrued liabilitie

Deferred revenu

Net cash used in operating activit

Cash flows from investing activitie

Purchases of property and equipm

Purchase of marketable securil

Proceeds from maturities of marketable secur

Issuance of notes and advances receix

Collection of notes and advances receivi

Increase in other asse¢

Acquisition of assets of Heartland Hybrids, In@t of cash acquire

Net cash used in investing activit|

Cash flows from financing activitie
Proceeds from sale of common st
Decrease (increase) in other as:
Borrowings on lines of cred

Payments on lines of cre«

Payments on long term de

Proceeds from issuance of long term ¢
Distributions to minority interes

Net cash provided by financing activiti

Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

See accompanying notes.
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Six Months Ende:

November 27 November 2¢
2005 2004
$ (1,559 $ (1,500
1,52¢ 1,702
16 42
31€ 27¢€
(2,567) (395)
(8,890) (6,029
(1,064) (854)
32¢ 94C
49¢ (210
(1,149 1,50€
(395) (237)
282 83
12C 34z
2,511 2,38¢
(10,017 (1,947
(1,537 (2,089
(991) -
2,95¢ —
(19) (15)
17z 34C
— (180)
(3,630) —
(3,049 (1,944)
501 4,441
19¢ (38)
11,10¢ 55,93¢
(3,83)) (57,062)
(1,017 (280)
— 1,20(
(329) (550)
6,63z 3,64¢
(6,420) (243)
12,87: 6,45¢
$  6,45] $ 6,21F
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LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Basis of Presentation

Landec Corporation and its subsidiaries (“Leaicr the “Company”) design, develop, manufactare] sell temperature-activated and
other specialty polymer products for a varietyadd products, agricultural products, and licensadinger applications. The Company directly
markets and distributes hybrid corn seed to farttesigh its Landec Ag, Inc. (“Landec Ag”) subsigi@and specialty packaged fresh-cut
vegetables and whole produce to retailers andstlutes, primarily in the United States and Asiatigh its Apio, Inc. (“Apio”) subsidiary.

The accompanying unaudited consolidated fiizustatements of Landec have been prepared irr@acoe with accounting principles
generally accepted in the United States for intdimancial information and with the instructiong féorm 10-Q and Article 10 of
Regulation S-X. In the opinion of management, djuatments (consisting of normal recurring accrulaés/e been made which are necessary
to present fairly the financial position at NovemBé&, 2005 and the results of operations and dasisffor all periods presented. Although
Landec believes that the disclosures in these ¢iadrtatements are adequate to make the informptiesented not misleading, certain
information normally included in financial statenteand related footnotes prepared in accordandeagitounting principles generally
accepted in the United States have been condensaditbed per the rules and regulations of the 8tes and Exchange Commission. The
accompanying financial data should be reviewedimunction with the audited financial statementd ancompanying notes included in
Landec’s Annual Report on Form 10-K for the fisgahr ended May 29, 2005.

The results of operations for the three ardrsinths ended November 27, 2005 are not necessatitative of the results that may be
expected for an entire fiscal year. For instanoe, td the cyclical nature of the corn seed indystrgignificant portion of Landec Ag revenues
and profits will be concentrated over a few mormthgng the spring planting season (generally dutiagdec’s third and fourth fiscal
quarters). In addition, Landec Ag purchases coed sand collects cash deposits from farmers in atbvahshipping the corn during the
Companys third and fourth quarters. The increased levieisv@ntory and deferred revenue at November 2052tbmpared to May 29, 20!
reflect the seasonal nature of Landec Ag’'s seethbss.

Use of Estimates

The preparation of financial statements infeomity with accounting principles generally acasgin the United States requires
management to make certain estimates and assumphiainaffect the reported amounts of assets ahdifies and disclosures of contingent
assets and liabilities at the date of the finarstialements and the reported results of operationisg the reporting period. Actual results
could differ materially from those estimates.

For instance, the carrying value of notes aavhnces receivable, are impacted by current marlas for the related crops, weather
conditions and the fair value of the underlyinguséyg obtained by the Company, such as, liens ap@ity and crops. The Company
recognizes losses when it estimates that the &irevof the related crops or security is insuffiti® cover the advance or note receivable.

Recent Accounting Pronouncements

In December 2004, the FASB issued StatementlR® (revised 20045hare-Based Paymert, SFAS No. 123R, which is a revision of
SFAS No. 123, and supersedes APB Opinion 25. SE28R Tequires all shagased payments to employees and directors, in@ugtiants o
stock options, to be recognized in the statemenpefations based on their fair values. On Aprjl2805, the SEC adopted a new rule that
amended the compliance dates for SFAS 123R sutkthéa&ompany is now allowed to adopt the new siethdffective in the second quarter
of fiscal year 2007. The pro forma disclosures jesly permitted under SFAS 123 will no longer Ineadternative to financial statement
recognition. As permitted by SFAS 123, the Compaunyently accounts for share-
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based payments to employees using APB Opinioni@&issic value method and, as such, recognizesongpensation cost for employee
stock options.

Under SFAS 123R, the Company must determiaafipropriate fair value model and related assumstio be used for valuing share-
based payments, the amortization method for congiemscost and the transition method to be usdldeatlate of adoption. The transition
methods include modified prospective and retroactistoption options. Under the retroactive optigmgrperiods may be restated either as of
the beginning of the year of adoption or for altipds presented. The modified prospective methqdires that compensation expense be
recorded for all unvested stock options and resttistock at the beginning of the first quarteadéption of SFAS 123R, while the retroact
method would record compensation expense for akksted stock options and restricted stock beginwiitiy the first period restated. The
Company is currently evaluating the requirementSeAS 123R as well as option valuation methodo®gitated to its stock option plans.
Although the Company has not yet determined théarkbf adoption or the effect of adopting SFAS 128 Company expects that the
adoption of SFAS 123R may have a material impadherCompany’s consolidated results of operatidhs.impact of adoption of SFAS
123R cannot be predicted at this time becausdlidepend on, among other things, the levels ofestased payments granted in the future,
the method of adoption and the option valuationhmetused. SFAS 123R also requires the benefisxafi¢ductions in excess of recognized
compensation costs to be reported as a financisly fbaw, rather than as an operating cash flonegsired under current literature. This
requirement will reduce net operating cash flowd imcrease net financing cash flows in periodsr a&toption.

Reclassifications

Certain reclassifications have been madeity period financial statements to conform to therent period presentation.

2. Purchase of Heartland Hybrids Assets

On August 29, 2005, Landec Corporation, thioitig agricultural seed subsidiary, Landec Ag, baquired the assets of Heartland
Hybrids, Inc. (“Heartland”), which is based in DaksvIN, for $6.0 million. The consideration at dlog consisted of 152,186 shares of
Landec Common Stock valued at $1.0 million and ads$8.65 million. In addition, the agreement pans for future payments to the former
owners of Heartland of up to $1.35 million. Thesgments consist of a cash earn-out of $1.2 miltiased on Heartland achieving certain
financial targets for fiscal years 2006 and 200d ar$150,000 holdback for any post closing adjustméAny amounts remaining in the
holdback reserve will be paid out in May 2006. Hieaid operations are included in Landec’s const#idaesults of operations commencing
August 29, 2005. The purchase price has been &dld¢a the acquired assets and liabilities baseti@inrelative fair market values, subject
to final adjustments predominantly related to eauhpayments. These allocations are based on indepevaluations and other studies.

The following is a summary of the purchasegallocation (in thousands):

Net assets and liabilitie $ (757)
Customer bas 80C
Trademark 1,70C
Goodwill 2,907

$ 4,65(C

In June 2001, the Financial Accounting Stadsi@oard issued Statements of Financial AccourStagdards No. 14Business
Combinations and No. 142Goodwill and Other Intangible AssgSFAS 142), effective for fiscal years beginningeaDecember 15, 2001.
Under the new rules, goodwill and intangible asdetmed to have indefinite lives, such as tradesparie no longer amortized but are
subject to annual impairment tests in accordantie tive Statements. The customer base intangibletian indefinite life intangible and is
being amortized over ten years.
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No proforma information is deemed necessath@®perations of Heartland Hybrids are immateddlandec’s revenues and results of
operations.

3. Net Loss Per Diluted Share

For the three months ended November 27, 26885\@vember 28, 2004, the computation of the dilutet loss per share excludes the
impact of options to purchase 472,000 shares abd 84 shares of Common Stock, respectively, as isughcts would be antidilutive for
these periods.

For the six months ended November 27, 2005Nmamber 28, 2004, the computation of the dilutetlloss per share excludes the im|
of options to purchase 759,136 shares and 573/4@s of Common Stock, respectively, as such inspaotld be antidilutive for these
periods.

4. Stock-Based Compensation

As permitted by Statement of Financial AccaumiStandards No. 123, “Accounting for Stock-Ba€eunpensation,” (SFAS 123), as
amended by Statement of Financial Accounting Statsdo. 148, “Accounting for Stock-Based Compemseti Transition and
Disclosure,” (SFAS 148), the Company elected tdioae to apply the provisions of Accounting PrideiBoard Opinion No. 25,
“Accounting for Stock Issued to Employees,” (APB) 2&d related interpretations in accounting foeitgployee stock option and stock
purchase plans. The Company is not required uné& 25 and related interpretations to recognize @ragtion expense in connection with
its employee stock option and stock purchase plamess the exercise price of the Company’s emplayeck options is less than the market
price of the underlying stock at the date of grant.

Pro forma information regarding net loss artlloss per share is required by SFAS 148 and &éas Betermined as if the Company had
accounted for its employee stock options undefdhesalue method prescribed by SFAS 123. Thevaiue for these options was estimated
at the date of grant using the Black-Scholes optadnation model with the following weighted aveeassumptions: risk-free interest rates
ranging from 3.93% to 4.52% for the three monthdeginlNovember 27, 2005, 3.35% to 3.47% for the threrths November 28, 2004;
3.69% to 4.52% for the six months ended NovembefQ@5, and 3.35% to 3.93% for the six months erdimeember 28, 2004; a dividend
yield of 0.0% for the three and six months endege¥aber 27, 2005 and November 28, 2004; a volafdityor of the expected market pr|
of the Company’s common stock of 0.54 and 0.59 &owember 27, 2005 and November 28, 2004, respagtiand a weighted average
expected life of the options of 4.01 years and 4#drs for the three and six months ended Nove2ibe2005 and November 28, 2004,
respectively.

For purposes of pro forma disclosures, thienegéd fair value of the options is amortized tpexxse over the vesting period of the options
using the straight-line method. The Company’s prona information follows (in thousands except fer phare data):

Three Months Ende Six Months Endet
November 27 November 2¢ November 27 November 2¢
2005 2004 2005 2004

Net loss $ (1,039 $ (80¢) $ (1,559 $ (1,500
Deduct:
Stocl-based employee expense determined under SFA (428 (487) (665) (664)
Pro forma net los $ (1,465 $ (1,295 $ (2,229 $ (2,169
Basic and diluted net loss per sh— as reportel $ (0.09) $ (0.09) $ (0.06) $ (0.0¢6)
Basic and diluted pro forma net loss per sl $ (0.06) $ (0.0%) $ (0.09) $ (0.09)
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The Black-Scholes option valuation model wagaloped for use in estimating the fair value afieéd options that have no vesting
restrictions and are fully transferable. In addifioption valuation models require the input ofttygsubjective assumptions including the
expected stock price volatility. These amounts oibnecessarily represent the effects of employaeksiptions on reported net income
(loss) for future years.

5. Goodwill and Other Intangibles

The Company is required under SFAS 142 teere\goodwill and indefinite lived intangible assatdeast annually. During the six months
ended November 27, 2005, the Company completethitsal impairment review. The review is performgdjlouping the net book value of
all long-lived assets for reporting entities, irdihg goodwill and other intangible assets, and caning this value to the related estimated fair
value. The determination of fair value is basecestimated future discounted cash flows relatetiése long-lived assets. The discount rate
used was based on the risks associated with tloetirgg entities. The determination of fair valuesygerformed by management using the
services of an independent appraiser. The reviewladed that the fair value of the reporting eesitexceeded the carrying value of their net
assets and thus no charge was warranted as of Nbevet#d, 2005.

6. Inventories

Inventories are stated at the lower of casdt(fn, first-out method) or market and consistédhe following (in thousands):

November 27 May 29,

2005 2005
Finished good $ 13,38 $ 6,132
Raw materia 6,26¢ 3,65¢
Work in proces: 73 13C
Total $ 19,72t $ 9,915

7. Purchase and Pending Sale of Fruit Land

On January 14, 2005, the Company enteredcamtagreement to purchase approximately 155 acrfesipbfand from an individual for
$812,500. This amount was paid to the seller thnahg funding of an escrow account on March 235200a separate unrelated transaction,
on January 31, 2005, the Company entered into @geagent to sell approximately 45 acres of grape taran individual for $452,500. The
Company received $28,000 in cash and promissomssireceivable for $424,500, $56,000 of which islbp®ecember 31, 2005 and the
remainder to be paid from net profits from the sdlgrapes produced from this property with a fipayment due on December 31, 2009.
Interest accrues at the prime rate and is payaladeeyly. The sale closed on January 3, 2006. &theem transaction, the Company has an
accepted offer from an individual to purchase #raaining 110 acres for $936,000, net of sales casimis. The sale of the remaining
acreage is also expected to close during Janu@. Ahe cost of the land and the fruit of $1.2 imillis recorded as an asset held for sale in
the accompanying Consolidated Balance Sheets. Dhgény estimates that these sales will resultgaia, the timing of recognition and the
amount of the gain is yet to be finalized.

8. Debt

On November 1, 2005, Apio amended its reva\line of credit that was scheduled to expire omgést 31, 2006, with Wells Fargo Bank
N.A. The line was reduced from $10.0 million toGillion and outstanding amounts under the linereflit now bear interest at either
prime rate less .25% or the LIBOR adjustable ré&is f.75% (5.96% at November 27, 2005). The linereflit contains certain restrictive
covenants, which require Apio to meet certain fiahtests including minimum levels of net incomeximum leverage ratio, minimum net
worth and maximum capital expenditures. The linereflit also affects the ability of Landec to reegpayments on debt owed by Apio to
Landec. Landec has pledged substantially all obsets of Apio to secure the line with Wells FaBgak. At November 27, 2005, no
amounts were outstanding under Apio’s line of dredi
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9. Licensing and Supply Agreement

In July 2005, the Company amended the supgigeanent with Alcon, Inc. to change the expiratiate of the agreement from
November 1, 2012 to May 28, 2006. As a resultpfilhe deferred revenue has been reclassifieccasrant liability in the accompanyir
Consolidated Balance Sheets. In addition, in acurd with Staff Accounting Bulletin No. 10Revenue Recognition (a replacement of SAB
101), the entire amount of the deferred revenue of $&&Bas of May 29, 2005, will be recognized asyobed” revenue during fiscal year
2006. For the three and six months ended Novemhe2@5, $172,000 and $294,000, respectively, of¢fated deferred revenue was
recognized as “recycled” license revenue.

10. Related Party

Apio provides cooling and distributing sendder farms in which the Chief Executive OfficerAgpio (the “Apio CEO”) has a financial
interest and purchases produce from those farmis. #po purchases produce from Apio Fresh LLC (‘tABresh”) for sale to third parties.
Apio Fresh is owned by a group of entities and gesghat supply produce to Apio. One of the owiéipio Fresh is the Apio CEO.
Revenues, cost of product sales and the resultigglge and the note receivable from advances targt lease payments, crop and
harvesting costs, are classified as related partiye accompanying financial statements as of Ndez7, 2005 and May 29, 2005 and for
the three and six months ended November 27, 200®amember 28, 2004.

Apio leases, for approximately $429,000 oraanual basis, agricultural land that is either adyro®ntrolled or leased by the Apio CEO.
Apio, in turn, subleases that land at cost to greweho are obligated to deliver product from tlaatd to Apio for value added products. Ttk
is generally no net statement of operations imfaépio as a result of these leasing activitiesAyib creates a guaranteed source of supply
for the value added business. Apio has loss expasuthe leasing activity to the extent that itngible to sublease the land. For the three anc
six months ended November 27, 2005 the Companyasét! all of the land leased from the Apio CEOrardived sublease income of
$154,000 and $321,000, respectively, which is etputile amount the Company paid to lease thatfianthe period.

Apio’s domestic commaodity vegetable busineas sold to Apio Fresh, effective June 30, 2003. Apie CEO is a 12.5% owner in Apio
Fresh. During the three and six months ended Noee@b, 2005, the Company recognized revenues qb8@7and $70,000, respectively,
from the sale of products to Apio Fresh and royedtyenue of $58,000 and $134,000, respectivelyn fitee use by Apio Fresh of Apio’s
trademarks. The related accounts receivable froio Bpesh are classified as related party in thempanying financial statements as of
November 27, 2005 and May 29, 20

In addition, the Apio CEO has a 6% ownershipriest in Apio Cooling LP, a limited partnershipwhich Apio is the general partner with
a 60% ownership interest. Included in the minairitgrest liability as of November 27, 2005 and Mgy 2005 is $205,000 and $201,000,
respectively, owed to the Apio CEO.

All related party transactions are monitoredmerly by the Company and approved by the Audin@ittee of the Board of Directors.

11. Comprehensive Income / Loss

The comprehensive loss of Landec is the santleeanet loss.

12. Shareholders’ Equity

During the three and six months ended Nover@BeR005, 55,342 and 145,400 shares of Commork Steepectively, were issued upon
the exercise of options under the Company'’s st@dtkoo plans and the Company’s Employee Stock PgeRdan. In addition, the Company
issued to the former owners of Heartland 152,1&8eshof Landec Common Stock on August 29, 2009mmection with the purchase of
Heartland assets (see Note 2).
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On October 14, 2005, following shareholderrapgl at the Annual Meeting of Shareholders of@enpany, the 2005 Stock Incentive
Plan (the “Plan”) became effective and replaceddbmpanys four then existing equity plans. Employees (idiig officers), consultants a
directors of the Company and its subsidiaries dfilihées are eligible to participate in the Plan.

The Plan provides for the grant of stock ampdigboth nonstatutory and incentive stock optiost®)ck grants, stock units and stock
appreciation rights. Awards under the Plan wilkelv@enced by an agreement with the Plan particif@g1,038 shares of the Company’s
common stock (“Sharesgre available for awards under the Plan. UndePtha no recipient may be awarded any of the folhmduring an
fiscal year: (i) stock options covering in exce5@0,000 Shares; (ii) stock grants and stock wutgering in excess of 250,000 Shares in the
aggregate; or (iii) stock appreciation rights camgmore than 500,000 Shares. In addition, awarad®h-employee directors are
discretionary. However, a non-employee director matybe granted awards covering in excess of 303b@0es in the aggregate during any
fiscal year.
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13. Business Segment Reporting

Landec operates in two business segment&dbe Products Technology segment and the Agrialltseed Technology segment. The
Food Products Technology segment markets and paeksalty packaged whole and fresh-cut vegetahkgsncorporate the Intelim&basec
specialty packaging for the retail grocery, clulrstand food services industry. The Agriculturaé&@&echnology segment markets and
distributes hybrid seed corn and seed coatinggusindec’s patented Intelimer polymers to the fagrindustry. The Food Products
Technology and Agricultural Seed Technology segmartiude charges for corporate services allocftad the Corporate and Other
segment. Corporate and other amounts includecooa-operating activities and corporate operatogjsc All of the assets of the Company
located within the United States of America.

Operations by Business Segment (in thousands):

Agricultural
Food Product Seec Corporate
Technology Technology and Othel TOTAL

Three months ended November 27, 2

Net revenue $ 53,40: $ 20 $ 28¢ $ 53,71:
International sale $ 19,92: $ O $ 0O $ 19,92:
Gross profit $ 6,86¢ $ 19 $ 201 $ 7,08¢
Net income (loss $ 2,39¢ $(3,18¢) $(247) $ (1,037)
Interest expens $ 75 $ 101 $ 1 $ 177
Interest incom: $ 10¢ $ 14 $ 7 $ 13C
Depreciation and amortizatic $ 624 $ 172 $ 23 $ 82C
Three months ended November 28, 2

Net revenue: $ 50,59 $ 7 $ 70 $ 50,67
International sale $ 18,46 $ O $ 0O $ 18,46
Gross profit $ 5,86 $ 76 $ 55 $ 5,99¢
Net income (loss $ 1,474 $(2,32(0) $ 38 $ (809
Interest expens $ 29 $ 58 $ 0O $ 87
Interest incom: $ 7 $ 0O $ 2 $ 9
Depreciation and amortizatic $ Ti1€ $ 11¢€ $ 25 $ 85¢
Six months ended November 27, 2(

Net revenue: $102,90: $ 20 $ 49¢€ $103,41°
International sale $ 36,64 $ O $ 0O $ 36,64
Gross profit $ 13,33( $ 19 $ 33C $ 13,67¢
Net income (loss $ 4,282 $(5,319) $(527) $ (1,55¢)
Interest expens $  14¢ $ 101 $ 1 $ 25C
Interest incom $ 19¢ $ 26 $ 26 $ 25C
Depreciation and amortizatic $ 1,20C $ 27¢ $ 50 $ 1,52¢
Six months ended November 28, 2(

Net revenue: $ 97,26¢ $ 10t $ 151 $ 97,52¢
International sale $ 36,18 $ 0O $ 0O $ 36,18
Gross profit $ 11,52( $ 96 $ 12C $ 11,73¢
Net income (loss $ 2,80¢ $(4,354) $ 46 $ (1,500
Interest expens $ 134 $ 7 $ 0O $ 20%
Interest incom $ 15 $ 1 $ 3 $ 19
Depreciation and amortizatic $ 1,42 $ 232 $ 51 $ 1,708

During the six months ended November 27, 2@ November 28, 2004, sales to the Company’sivepctistomers accounted for
approximately 47% and 45%, respectively, of revenudth the Company’s top customers from the Foai&@cts Technology segment,
Costco Wholesale Corp., accounting for approxinyat&Ps and 14%, respectively, and Pomina Enter@selTD, accounting for
approximately 11% and 10%, respectively of revenlihe Company expects that, for the foreseeabledyt limited number of customers
may continue to account for a significant portidrit® net revenues. Virtually all of the Companirigernational sales are to Asia.
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14. Subsequent Events

On December 23, 2005, Landec entered intocelugve licensing agreement with a medical deeiempany. This company paid the
Company an upfront license fee of $250,000 foretkedusive rights to use Landec’s Inteliniématerials technology in a specific device fi
worldwide. Landec will also receive royalties oufte product sales. In addition, the Company resbshares of preferred stock initially
valued at $1.5 million which represents a 16.7% enship interest in the medical device company. leatsdownership interest could incre:
to as high as 19.9% based on certain milestoneg laehieved.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read injoontion with the unaudited consolidated finansi@tements and accompanying notes
included in Part I—Item 1 of this Form 10-Q and ¢halited consolidated financial statements andrapanying notes and Management'’s
Discussion and Analysis of Financial Condition &ebsults of Operations included in Landec’s Annugp&t on Form 10-K for the fiscal
year ended May 29, 200

Except for the historical information contairigerein, the matters discussed in this reporfaareard-looking statements within the
meaning of Section 21E of the Securities ExchancfeofA1934. These forward-looking statements ineatertain risks and uncertainties that
could cause actual results to differ materiallynfrthose in the forward-looking statements. Poténisks and uncertainties include, without
limitation, those mentioned in this report andpanrticular the factors described below under “Aiddial Factors That May Affect Future
Results,” and those mentioned in Landec’s AnnugddReon Form 10-K for the fiscal year ended May 2305. Landec undertakes no
obligation to update or revise any forward-look8tgtements in order to reflect events or circuntgtarthat may arise after the date of this
report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to thep@oy’s critical accounting policies which are iraédal and described in the Form 10-K for
the fiscal year ended May 29, 2005 filed with tlee@ities and Exchange Commission on August 2, 2005

The Company

Landec Corporation and its subsidiaries (“Leaicr the “Company”) design, develop, manufactmd sell temperature-activated and
other specialty polymer products for a varietyadd products, agricultural products, and licensadiner applications. This proprietary
polymer technology is the foundation, and a kefedéntiating advantage, upon which Landec has lsiliusiness.

Landec’s core polymer products are basedsopatented proprietary Intelim@rpolymers, which differ from other polymers in thiagy
can be customized to abruptly change their physitatacteristics when heated or cooled througleaet temperature switch. For instance,
Intelimer polymers can change within the rangerad or two degrees Celsius from a non-adhesive &tatédighly tacky, adhesive state; from
an impermeable state to a highly permeable stafeom a solid state to a viscous state. Thesepdlwhanges are repeatedly reversible and
can be tailored by Landec to occur at specific erajures, thereby offering substantial competitisheantages in Landec’s target markets.

Landec has two core businesses — Food Prodlectsnology and Agricultural Seed Technology, idiidn to our Technology
Licensing/Research and Development business whititiuded in Corporate and Other for segment déscke purposes (see note 13).

Our Food Products Technology business is opetarough a subsidiary, Apio, Inc., and combioesproprietary food packaging
technology with the capabilities of a large natidoad supplier and value-added produce proced&ue-added processing incorporates
Landec’s proprietary packaging technology with pros
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that is processed by washing, and in some castisgcahd mixing, resulting in packaged producedbieve increased shelf life and reduced
shrink (waste) and to eliminate the need for icerduthe distribution cycle. This combination wasmisummated in December 1999 when the
Company acquired Apio, Inc. and certain relatedtient(collectively, “Apio”).

Our Agricultural Seed Technology businesspierated through a subsidiary, Landec Ag, Inc., (tec Ag”) and combines our proprietary
Intellicoat® seed coating technology with our uréggrcommerce, direct marketing and consultatidingetapabilities which we obtained
when we acquired Fielder’'s Choice Direct (“FieldeChoice”), a direct marketer of hybrid seed carr§eptember 1997.

In addition to our two core businesses, thegany also operates a Technology Licensing/ReseandtiDevelopment business that
licenses and/or supplies products outside of otg basinesses to industry leaders such as AkzolNwoldel'Oreal of Paris.

Landec was incorporated in California on Oeto®l, 1986. We completed our initial public offeyiin 1996 and our Common Stock is
listed on the Nasdaq National Market under the IfitlNDC.” Our principal executive offices are laea at 3603 Haven Avenue, Menlo
Park, California 94025 and our telephone numb&35¢€) 306-1650.

Description of Core Business

Landec participates in two core business satgreFood Products Technology and Agricultural Seed Meldygy. In addition to these tv
core segments, we license technology and condggtiog research and development through our Techgdl@ensing/Research and
Development Business.

| Landec Corporation

| Inielimer® Technology

Food Produsts AgriciiBural Saed Tachnokagy Licensing'
Teshralogy Technakgy RED

Food Products Technology Business

The Company began marketing in early 1996pooprietary Intelimer-based specialty packagingu®e in the fresh-cut produce market,
one of the fastest growing segments in the prochaestry. Our proprietary packaging technology, wiembined with produce that is
processed by washing, and in some cases cut ardijmesults in packaged produce with increased bfeglreduced shrink (waste) and
without the need for ice during the distributiortley which we refer to as our “value-added” produtt December 1999, we acquired Apio,
our largest customer at that time in the Food Petsdliechnology business and one of the nationdingamarketers and packers of produce
and specialty packaged fresh-cut vegetables. Amivighes year-round access to produce, utilizeg-stathe-art fresh-cut produce processing
technology and distributes products to the top kil grocery chains and major club stores aad,recently begun expanding its product
offerings to the foodservice industry. Our progaigtintelimer-based packaging business has beebinethwith Apio into a wholly owned
subsidiary that retains the Apio, Inc. name. Thagtieal integration within the Food Products Tedbgyg business gives Landec direct access
to the large and growing fresh-cut produce market.

Based in Guadalupe, California, Apio, whenuaeg in December 1999, consisted of two majoriesses — first, the “fee-for-service”
selling and marketing of whole produce and sectmspecialty packaged fresh-cut and whole valuiedgrocessed products that are
washed and packaged in our proprietary BreatheWpgtkaging.
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The “fee-for-service” business historically incladféeld harvesting and packing, cooling and margtf vegetables and fruit on a contract
basis for growers in California’s Santa Maria, Saaquin and Imperial Valleys as well as in Arizama Mexico. The Company exited this
business and certain assets associated with tlireeBasvere sold in June 2003 to Apio Fresh, LLCp{tAFresh”). Apio Fresh is owned by a
group of entities and persons that supply prodadepio, including Nicholas Tompkins, Apio’s Presidend Chief Executive Officer. Under
the terms of the sale, Apio Fresh purchased ceegiipment and carton inventory from Apio in exajefor approximately $410,000. In
connection with the sale, Apio Fresh will pay Apio on-going royalty fee per carton sold for the afsApio’s brand names and Apio Fresh
and its growers entered into a long-term supplgeagrent with Apio to supply produce to Apio forfitssh-cut value-added products. The
fresh-cut value-added processed products businadeetn a variety of fresh-cut and whole vegetatilghe top retail grocery chains and club
stores. During the fiscal year ended May 29, 2@@ho shipped more than sixteen million cartons fduce to leading supermarket retailers,
wholesalers, foodservice suppliers and club stimesighout the United States and internationallymarily in Asia.

There are five major distinguishing charastés of Apio that provide competitive advantagethe Food Products Technology market:

* Value-Added Supplier: Apio has structured its business as a marketesaltet of fresh-cut and whole value-added prodlidgs.
focused on selling products under its Eat Smar@trand other brands for its fresh-cut and wholeeradded products. As retail
grocery and club store chains consolidate, Apiga8 positioned as a single source of a broad rarfigreoducts

» Reduced Farming Risks:Apio reduces its farming risk by not taking ownépsdf farmland, and instead, contracts with growfers
produce. The ye-round sourcing of produce is a key component tdrémt-cut and whole vali-added processing busine

» Lower Cost Structure: Apio has strategically invested in the rapidly giogvfresh-cut and whole value-added business. A%6°,000
square foot value-added processing plant is autmaith state-of-the-art vegetable processing eqaig. Virtually all of Apio’s value-
added products utilize Apio’s proprietary Breathg\Wapackaging technology. Apio’s strategy is to @perone large central processing
facility in one of California’s largest, lowest ¢@gowing regions (Santa Maria Valley) and use paakg technology to allow for the
nationwide delivery of fresh produce produs

» Export Capability: Apio is uniquely positioned to benefit from the gtth in export sales to Asia and Europe over the degade with
its export business, CalEx. Through CalEx, Apiousrently one of the largest U.S. exporters of botido Asia and is selling its iceless
products to Asia using proprietary BreatheWay pgoi@atechnology

» Expanded Product Line Using TechnologyApio, through the use of its BreatheWay packagawhology, is introducing on average
twelve new value-added products each year. Thesgraduct offerings range from various sizes o$lfreut bagged products, to
vegetable trays, to whole produce products. Dutiregast twelve months, Apio has introduced 19 pewducts.

Agricultural Seed Technology Business

Landec Ag's strategy is to build a verticaltyegrated seed technology company based on buatliseed coating technology and its e-
commerce, direct marketing and consultative seltimgabilities.

For the coating technology the strategy idewelop a patented, functional polymer coatingnetdgy that will be broadly licensed to the
seed industry. The company will initially commeti@a products for the corn and soybean marketsttaea broaden its applications to other
seed crops. Landec Ag will use its Fielder's Chdieect marketing and sales company to launchgtdieations for corn to build awareness
for this technology and then broadly license itgligations to the rest of the industry.
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Landec Ag's Intellicoat seed coating applicas are designed to control seed germination tinintggease crop yields, reduce risks and
extend crop-planting windows. These coatings areatly available on hybrid corn, soybeans and rirddeed corn used for seed production.
In fiscal year 2000, Landec Ag launched its fistnenercial product, Pollinator PI@ coatings, which is a coating application used lgdse
companies as a method for spreading pollinatidndeease yields and reduce risk in the productfdmybrid seed corn. There are
approximately 650,000 acres of seed productiohéniinited States and in 2005 Pollinator Plus wasl iy 38 seed companies on
approximately 15% of the seed production acrekénd.S.

In 2003, Landec Ag commercialized Early Plantorn by selling the product directly to farmersoigh its Fielder's Choice Dire®
brand. This application allows farmers to planbiobld soils without the risk of chilling injurynd enables farmers to plant as much as four
weeks earlier than normal. With this capabilityniars are able to utilize labor and equipment nedfieiently, provide flexibility during the
critical planting period and avoid yield lossess®di by late planting. In 2005, nine seed compasffesed Intellicoat on their hybrid seed
corn offerings and sales increased by 20% over.2004

The third commercial application is the Rel&yCropping system of wheat and Intellicoat coatecbsays, which allows farmers to plant
and harvest two crops in the same year on the ganued in geographic areas where double croppingtipossible. This provides significi
financial benefit especially to farmers in the cbelt who grow wheat as a single crop.

Based in Monticello, Indiana, FieldgiChoice Direct offers a comprehensive line of doyfbrids and alfalfa to more than 12,000 farme
over forty states through direct marketing prografie success of Fielder's Choice comes, in pann fits expertise in selling directly to the
farmer, bypassing the traditional and costly farthealer system. We believe that this direct chanhdlstribution provides up to a 35% cost
advantage compared to the farmer-dealer system.

In order to support its direct marketing prgs, Fielder's Choice has developed a proprietaxynemerce, direct marketing, and
consultative selling information technology thaables state-of-the-art methods for communicatirtfy wibroad array of farmers. This
proprietary direct marketing information technoldggludes a current database of over 104,000 famer

On August 29, 2005, Landec Ag closed the aitom of Heartland Hybrids, Inc., the second Iatgdirect marketer of seed corn after
Landec Ag’s Fielder’'s Choice Direct brand. With qdementary strengths in geographic areas and shtamels, the new combined
organization has the opportunity to develop thetmafficient and effective sales, marketing andrdistion system in the seed industry,
expanding Landec Ag’s sales of both uncoated seddrdellicoat coated seed.

Due to the cyclical nature of the corn seetligtry, a significant portion of Landec Ag revenaes profits will be concentrated over a few
months during the spring planting season (genedaliing Landec’s third and fourth fiscal quartets)addition, Landec Ag purchases corn
seed and collects cash deposits from farmers iarasvof shipping the corn during the Company’dthind fourth quarters.

Technology Licensing/Research and Development Businesses

We believe our technology has commercial pagkim a wide range of industrial, consumer andlioal applications beyond those
identified in our core businesses. For example cove patented technology, Intelimer materials,lmanised to trigger the release of small
molecule drugs, catalysts, pesticides or fragrajustdy changing the temperature of the Intelimeterials or to activate adhesives through
controlled temperature change. In order to exphaise opportunities, we have entered into andemtiér into licensing and collaborative
corporate agreements for product development aditibution in certain fields. However, given tidrequency and unpredictability of
when the Company may enter into any such licensimtgresearch and development arrangements, theagrgpunable to disclose its
financial expectations in advance of entering suoh arrangements.
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Results of Operations

Revenuegin thousands):

Apio Value Added
Apio Trading
Apio Tech

Total Apio
Landec Ag
Corporate

Total Revenues
Apio Value Added

Three months Three months Six months Six months
ended 11/27/05 ended 11/28/04 Change ended 11/27/05 ended 11/28/04 Change
$ 30,47¢ $ 28,85¢ 6% $ 60,13¢ $ 55,22 9%
22,841 21,73t 5% 42,67¢ 42,04¢ 2%
83 [l N/M 87 [l N/M
53,40: 50,59 6% 102,90: 97,26¢ 6%
20 7 18€% 20 10t (81%)
28¢ 70 31% 49¢€ 151 22&%
$ 53,71z $ 50,67: 6% $ 103,41 $ 97,52¢ 6%

Apio’s value-added revenues consist of reveryemnerated from the sale of specialty packagetifcat and whole value-added processed
vegetable products that are washed and packagmd jroprietary packaging and sold under Apio’s &atart brand, the Dole brand and
various private labels. In addition, value-addedereies include the revenues generated from Apidi@pd.P, a vegetable cooling operation
in which Apio is the general partner with a 60% ewship position.

The increase in Apio’s valuedded revenues for the three and six months endedrhber 27, 2005 compared to the same periodgdas
is due to increased product offerings, increaségbda existing customers, the addition of newausrs and product mix changes to higher
priced products. Specifically, sales of Apio’s veladded 12-ounce specialty packaged retail prdohécgrew 14% and 13%, respectively,
during the three and six months ended Novembe2@J5 compared to the same periods last year. lti@udsales of Apio’s value-added
vegetable tray products grew 11% and 22%, respygtiduring the three and six months ended NoveraBe2005 compared to the same
periods last year. Overall value-added unit satésnae increased 3% during the second quarter céilfigear 2005 compared to the same
period last year and 4% for the six months endedeNdber 27, 2005 compared to the same period gfribeyear.

Apio Trading

Apio trading revenues consist of revenues gegad from the purchase and sale of primarily witolemodity fruit and vegetable products
to Asia through Apio’s export company, Cal-Ex amuhfi the purchase and sale of whole commodity &miit vegetable products domestically

to Wal-Mart. The export portion of trading revendesthe three and six months ended November 205 2@:re $19.9 million and

$36.6 million, respectively or 87% and 86%, resjvety, of total trading revenues.

The increase in revenues in Apio’s tradingitesss for the three and six months ended Novembe2@5 compared to the same periods

last year was primarily due to export unit volumereases of 8% and 1%, respectively.

Apio Tech

Apio Tech consists of Apio’s packaging teclogyl business using its BreatheWay membrane technolthe first commercial application
included in Apio Tech is our banana packaging tettgy. Current revenues generated from Apio Teetfram the sale of our proprietary

packaging for bananas.

The increase in revenues at Apio Tech dutiegthree and six months ended November 27, 200pa@d to the same periods last year
was not material to consolidated Landec revenues.
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Landec Ag

Landec Ag revenues consist of revenues gestefaim the sale of hybrid seed corn to farmersutite Fielder's Choice Dire@ brand
and from the sale of Intellicoat coated corn angbsan seeds to farmers and seed companies. Wralbtf Landec Ag’s revenues are
generated during the Company’s third and fourthrtgus.

The change in revenues at Landec Ag duringhifee and six months ended November 27, 2005 c@dpa the same periods last year
was not material to consolidated Landec revenues.

Corporate

Corporate revenues consist of revenues geatkefistm partnering with others under research awldpment agreements and supply
agreements and from fees for licensing our prognyelintelimer technology to others and from theresponding royalties from these license
agreements.

The increase in Corporate revenues for theethnd six months ended November 27, 2005 compatéd same periods of the prior year
was not material to consolidated Landec revenues.

Gross Profit (in thousands):

Three months Three months Six months Six months
ended 11/27/05 ended 11/28/04 Change ended 11/27/05 ended 11/28/04 Change
Apio Value Added $ 5,48¢ $ 4,767 15% $ 11,00z $ 9,231 19%
Apio Trading 1,321 1,09¢ 20% 2,26¢€ 2,287 (1%)
Apio Tech 60 0 N/M 62 | N/M
Total Apio 6,86¢ 5,86¢ 17% 13,33( 11,52( 16%
Landec Ag 19 76 (75%) 19 96 (80%)
Corporate 201 55 265% 33C 12C 175%
Total Gross Profit $ 7,08¢ $ 5,99¢ 18% $ 13,32¢ $ 11,73¢ 14%
General

There are numerous factors that can influgmass profits including product mix, customer mimanufacturing costs, volume, sale
discounts and charges for excess or obsolete ionerib name a few. Many of these factors influeocare interrelated with other factors.
Therefore, it is difficult to precisely quantifyghmpact of each item individually. The Companylugies in cost of sales all the costs relate
the sale of products in accordance with generaiiepted accounting principles. These costs indlnedollowing: raw materials (including
produce, seeds and packaging), direct labor, oaerfiacluding indirect labor, depreciation, andilfacrelated costs) and shipping and
shipping related costs. The following discussior@unding gross profits includes management’s estiinates of the reasons for the changes
for the three and six months ended November 275 26@mpared to the same periods last year as edtimthe table above.

Apio Value-Added

The increase in gross profits for Apio’s vahdded specialty packaged vegetable businessdahthe and six months ended
November 27, 2005 compared to the same periodgdastwas due to (1) the increase in v-added sales which increased 6% for the quartel
and 9% for the first six months of fiscal year 20 product mix changes to higher margin prodacid (3) improved processing yields and
operational efficiencies driven largely by improvaav material quality during the first half of fecyear 2006 compared to the same period
last year.

Apio Trading

Apio’s trading business is a buy/sell busirtess realizes a commission-based margin in thésddihge. The increase in gross profits
during the three months ended November 27, 200%aozd to the same period last year was primarig/tdua 5% increase in trading
revenues and a mix change to higher margin vegetatgorts
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from lower margin fruit exports. For the six montreded November 27, 2005, trading margins wereaalit unchanged from the same pe
last year due to revenues being virtually flat.

Apio Tech, Landec Ag and Corporate
The change in gross profits for Apio Tech, denAg and Corporate for the three and six montlie@ November 27, 2005 compared to
the same periods last year was not material toatioiaged Landec gross profits.

Operating Expensegin thousands):

Three months Three months Six months Six months
ended 11/27/05 ended 11/24/04 Change ended 11/27/05 ended 11/28/04 Change

Research and Development:
Apio $ 27¢ $ 25¢ 8% $ 541 $ 542 0%
Landec Ag 154 192 (20%) 307 41¢ (27%)
Corporate 391 23€ 64% 731 52¢ 38%

Total R&D $ 82( $ 68t 20% $ 1,57¢ $ 1,48¢ 6%
Selling, General and Administrative:
Apio $ 3,49 $ 3,34¢ 5% $ 6,91¢ $ 6,49¢ 6%
Landec Ag 2,581 1,84¢ 40% 4,21¢ 3,36¢ 25%
Corporate 1,07( 751 42% 2,201 1,454 51%

Total S;G&A $ 7,15¢ $ 5,94¢ 20% $ 13,33t $ 11,322 18%

Research and Development

Landec’s research and development expenseasstanimarily of expenses involved in the develepinand process scale-up initiatives.
Research and development efforts at Apio are fatosehe Company’s proprietary BreatheWay membrased for packaging produce,
with recent focus on extending the shelf life ohéaas and other shelf-life sensitive vegetablesfranitd At Landec Ag, the research and
development efforts are focused on the Companypretary Intellicoat coatings for seeds, primadirn seed. At Corporate, the research
and development efforts are focused on uses fapribygrietary Intelimer polymers outside of food agticulture.

The increase in research and development sggdor the three months and six months ended No&ev, 2005 compared to the same
periods last year was primarily due to higher reseand development expenses at Corporate assbuiidtea greater emphasis on
developing strategic collaborations with corpoizaetners.

Selling, General and Administrative

Selling, general and administrative expensesist primarily of sales and marketing expenses@ated with Landec’s product sales and
services, business development expenses and steffdministrative expenses.

The increase in selling, general and admatis® expenses for the three months and six mamtisd November 27, 2005 compared tc
same periods last year was primarily due to (I)eiases in selling and marketing expenses at Agid-andec Ag to generate increases in
revenues, (2) selling, general and administratipenses of $529,000 at Heartland Hybrids which acagiired at the beginning of our fiscal
second quarter, (3) accrued bonuses at Apio angoCate based on meeting or beating our plan wisicluirently being exceeded (wherea
the prior fiscal year, bonuses were not recorddi tine end of the fiscal year due to uncertairsgyl (4) an increase in general and
administrative expenses at Corporate for businegsldpment consulting fees, legal fees and Sarb@nbsy related accounting fees.
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Other (in thousands):

Three months Three months Six months Six months
ended 11/27/05 ended 11/28/04 Change ended 11/27/05 ended 11/28/04 Change
| nterest | ncome $ 13C $ 9 N/M $ 25C $ 19 N/M
I nterest Expense 77 (87) 102% (250 (205) 22%
Minority I nt. Exp. (102) (124) (19%) (316) (276) 14%
Other Expense (4) 29 N/M (7) 36 N/M
Total Other $ (152 $ (179 (12%) $ (323 % (426) (24%)

Interest Income

The increase in interest income for the tlmee six month periods ended November 27, 2005 coadgda the same periods last year was
due to the increase in cash available for investing

Interest Expense

The increase in interest expense during treethnd six months ended November 27, 2005 compartbd same periods last year was due
to Landec Ag drawing on its line of credit earliis year than in the prior year as a result ofabguisition of Heartland Hybrids on
August 29, 2005.

Minority Interest Expense

The minority interest expense consists ofrtieority interest associated with the limited parsi equity interest in the net income of Apio
Cooling, LP.

The decrease in the minority interest forttiree months ended November 27, 2005 comparea teattme period of last year was due to
lower sales volumes and thus lower profits gendritam Apio Cooling during this year compared te firior year. The increase in the
minority interest for the six months ended Novenib&r2005 compared to the same period last yeadwaso higher volumes and profits
during our first fiscal quarter.

Other Expense

Other consists of non-operating income andegps.

Liquidity and Capital Resources

As of November 27, 2005, the Company had eashcash equivalents of $6.5 million, a net dee@d$6.4 million from $12.9 million at
May 29, 2005.

Cash Flow from Operating Activities

Landec used $10.0 million of cash flow in @grg activities during the six months ended Novenfy, 2005 compared to using
$1.9 million from operating activities for the sixonths ended November 28, 2004. The primary safrcash during the six months ended
November 27, 2005 was an increase in deferred veven$2.5 million as a result of cash depositStditure seed corn shipments. The prin
uses of cash in operating activities were frompghehase of seed corn inventory by Landec Ag of $llion, an increase in inventory at
Apio of $1.3 million primarily related to exportuentory in transit and an increase in accountsivabke of $2.6 million at Apio due to the
increase in revenues.

Cash Flow from Investing Activities

Net cash used in investing activities for shemonths ended November 27, 2005 was $3.0 mid@mnpared to $1.9 million for the same
period last year. The primary source of cash fromesting activities during the six months ended é&inker 27, 2005 was from the net
maturities of $2.0 million of marketable securiti#he
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primary uses of cash for investing activities dgrihe first six months of fiscal year 2006 weretfue purchase of the assets of Heartland
Hybrids of $3.6 million and the purchase of $1.8ion of property and equipment primarily for therther automation of Apio’s value-added
facility.

Cash Flow from Financing Activities

Net cash provided by financing activities floe six months ended November 27, 20025 was $8l&mcompared to net cash provided by
financing activities of $3.6 million for the samerjpd last year. The cash provided by financingvéiets during the first six months of fiscal
year 2005 was primarily the net borrowings underdex A¢'s line of credit of $7.3 million for the purchaséseed corn to be sold during the
Company’s third and fourth fiscal quarters.

Capital Expenditures

During the six months ended November 27, 20@5dec purchased vegetable processing equipmsnpfmort the expansion of Apio’s
value added business. These expenditures reprdgbptenajority of the $1.5 million of equipment phased.

Debt

On November 1, 2005, Apio amended its revgline of credit that was scheduled to expire omgdst 31, 2006, with Wells Fargo Bank
N.A. The line was reduced from $10.0 million toG"illion and outstanding amounts under the linereflit now bear interest at either
prime rate less .25% or the LIBOR adjustable r&ie fp.75% (5.96% at November 27, 2005). The remghine of credit, the equipment line
of credit and the term note with Wells Fargo (ccfileely, the “Loan Agreement”) contains certaintresive covenants, which require Apio to
meet certain financial tests, including minimumdksvof net income, maximum leverage ratio, minimehworth and maximum capital
expenditures. Landec has pledged substantiallyf #fle assets of Apio to secure the lines with WEHrgo. At November 27, 2005, no
amounts were outstanding under the revolving lineredit or the equipment line of credit. Apio Heeen in compliance with all loan
covenants in the Loan Agreement since the incemtidhis loan.

Landec Ag has a revolving line of credit whadlows for borrowings of up to $7.5 million, based Landec Ag’s inventory levels. The
interest rate on the revolving line of credit is fhrime rate plus 0.375% (7.375% at November 2@5R0The line of credit contains certain
restrictive covenants, which, among other thingsirict the ability of Landec Ag to make paymenigdebt owed by Landec Ag to Landec.
Landec Ag was in compliance with all of the loaw@oants during the first six months of fiscal y2@06. Landec has pledged substantially
all of the assets of Landec Ag to secure the lingedit. At November 27, 2005, $7.3 million wagsstanding under Landec Ag’s revolving
line of credit.

At November 27, 2005, Landec’s total debtjudaig current maturities and capital lease obiaat, was $9.4 million and the total debt to
equity ratio was 13% compared to 4% at May 29, 200is debt was comprised of borrowing under Landigs line of credit of $7.3 millio
and term debt and capital lease obligations of &fllllon, $2.0 million of which is mortgage debt épio’s manufacturing facilities. The
amount of debt outstanding on the Company'’s renghines of credit fluctuates over time. BorrowirggsLandec’s lines of credit are
expected to vary with seasonal requirements o€itrapany’s businesses.
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Contractual Obligation

The Company’s material contractual obligatiforsthe next five years and thereafter as of Ndven?27, 2005, are as follows (in
thousands):

Due in Fiscal Year Ended Mz

Remainde
Obligation Total of 2006 2007 2008 2009 2010 Thereafte
Lines of Credi $ 7,272 $ 7,27- $ — $ — $ — $ — $ —
Long-term Debt 2,082 11€ 114 122 13C 13¢€ 1,462
Capital Lease 61 13 22 23 3 — —
Interest Expens 1,19¢ 197 13¢ 124 114 10t 522
Operating Lease 1,99¢ 29t 587 653 28t 172 3
Licensing Obligatior 65C 50 10C 10C 10C 10C 20C
Purchase Commitmen 20¢ 20¢ — — — — —
Total $13,46( $ 8,14¢ $ 95€ $ 1,027 $ 63 $ b1t $ 2,18

Interest expense was determined based orsthuergtion that the Company’s lines of credit wilve an average daily outstanding balance
of $1.0 million at an annual interest rate of 6.f@¥fiscal year 2006 and no borrowings thereafitae interest expense on long term notes
lease obligations is based on the payment schedntkmterest rates from the relevant agreements.

Landec is not a party to any agreements wititommitments to, any special purpose entitieswloalld constitute material off-balance
sheet financing other than the operating lease doments listed above.

Landecs future capital requirements will depend on nurasfiactors, including the progress of its researath development programs;
development of commercial scale manufacturing cidifab; the development of marketing, sales arsiritiution capabilities; the ability of
Landec to establish and maintain new collaborative: licensing arrangements; any decision to puaddéional acquisition opportunities;
weather conditions that can affect the supply arekmf produce, the timing and amount, if anypafments received under licensing and
research and development agreements; the costgaahvia preparing, filing, prosecuting, defendimgdaenforcing intellectual property rights;
the ability to comply with regulatory requiremeritse emergence of competitive technology and mddkees; the effectiveness of product
commercialization activities and arrangements; @her factors. If Landec’s currently available fantbgether with the internally generated
cash flow from operations are not sufficient tdsfgtits capital needs, Landec would be requiresgek additional funding through other
arrangements with collaborative partners, additibaak borrowings and public or private sales sfiecurities. There can be no assurance
that additional funds, if required, will be availalto Landec on favorable terms if at all.

Landec believes that its debt facilities, cieim operations, along with existing cash, castivadents and existing borrowing capacities
will be sufficient to finance its operational arapital requirements through at least the next tevehonths.
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Additional Factors That May Affect Future Results

Landec desires to take advantage of the “Bafbor” provisions of the Private Securities Litiga Reform Act of 1995 and of
Section 21E and Rule 3bunder the Securities Exchange Act of 1934. Sipadliy, Landec wishes to alert readers that thiofghg importan
factors, as well as other factors including, withkimitation, those described elsewhere in thiorepcould in the future affect, and in the past
have affected, Landec’s actual results and couldedandec’s results for future periods to diffetenially from those expressed in any
forward-looking statements made by or on behalfasfdec. Landec assumes no obligation to updatefsuafard-looking statements.
Our Future Operating Results Are Likely to Fluctuate Which May Cause Our Stock Price to Decline

In the past, our results of operations hawetfiated significantly from quarter to quarter anel expected to continue to fluctuate in the
future. Historically, our direct marketer of hybdrn seed, Landec Ag, has been the primary sairtese fluctuations, as its revenues and
profits are concentrated over a few months dutiregspring planting season (generally during oudtand fourth fiscal quarters). In addition,
Apio can be heavily affected by seasonal and weditltéors which have impacted quarterly resultshsas the high cost of sourcing product
in December 2003, January 2004 and March/April 20@5to a shortage of essential value-added prdteros. Our earnings may also
fluctuate based on our ability to collect accourtivables from customers and note receivables fnowers. Our earnings from our Food
Products Technology business are sensitive to fiticauations in the fresh vegetables and fruitskats. Excess supplies can cause intense
price competition. Other factors that affect ouwd@nd/or agricultural operations include:

. the seasonality of our supplie

. our ability to process produce during critical festperiods

. 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, weeefp continue to experience fluctuations in cerytoperating results.

We May Not Be Able to Achieve Acceptance of Our New Productsin the Marketplace

Our success in generating significant salesuofproducts will depend in part on the abilityusfand our partners and licensees to achieve
market acceptance of our new products and techypoldge extent to which, and rate at which, we aghimarket acceptance and penetration
of our current and future products is a functiomafy variables including, but not limited to:

. price;

. safety;

. efficacy;
. reliability;

. conversion costs
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. marketing and sales efforts; a
. general economic conditions affecting purchasirttepas.

We may not be able to develop and introduse pr@ducts and technologies in a timely mannereav products and technologies may not
gain market acceptance. We are in the early sthgmduct commercialization of certain Intelimersied specialty packaging, Intellicoat seed
coatings and other Intelimer polymer products amdyrof our potential products are in developmenrg. hglieve that our future growth will
depend in large part on our ability to develop aratket new products in our target markets and vim markets. In particular, we expect that
our ability to compete effectively with existingdd products, agricultural, industrial and mediaahpanies will depend substantially on
successfully developing, commercializing, achievimarket acceptance of and reducing the cost ofumiod our products. In addition,
commercial applications of our temperature switolymer technology are relatively new and evolvi@gyr failure to develop new products
the failure of our new products to achieve markeeatance would have a material adverse effectiobusiness, results of operations and
financial condition.

We Face Strong Competition in the Marketplace

Competitors may succeed in developing altéraaechnologies and products that are more effecéasier to use or less expensive than
those which have been or are being developed by tisat would render our technology and producsotgie and non-competitive. We
operate in highly competitive and rapidly evolviiigjds, and new developments are expected to asmt a rapid pace. Competition from
large food products, agricultural, industrial anddical companies is expected to be intense. Irtiaddihe nature of our collaborative
arrangements may result in our corporate partnetdieensees becoming our competitors. Many ofetoesnpetitors have substantially
greater financial and technical resources and ptimtuand marketing capabilities than we do, ang hwve substantially greater experience
in conducting clinical and field trials, obtaininggulatory approvals and manufacturing and margetommercial products.

We Have a Concentration of Manufacturing in One Location for Apio and May Have to Depend on Third Partiesto Manufacture Our
Products

Any disruptions in our primary manufacturingeoation would reduce our ability to sell our prothuand would have a material adverse
effect on our financial results. Additionally, weagnneed to consider seeking collaborative arrangé&mweith other companies to manufacture
our products. If we become dependent upon thirtdgsafor the manufacture of our products, our pnofargins and our ability to develop and
deliver those products on a timely basis may bectétl. Failures by third parties may impair outighio deliver products on a timely basis
and impair our competitive position. We may notlée to continue to successfully operate our martufeng operations at acceptable costs,
with acceptable yields, and retain adequately @écimersonnel.

Our Dependence on Single-Source Suppliers and Service Providers May Cause Disruption in Our Operations Should Any Supplier Fail to
Deliver Materials

We may experience difficulty acquiring matésiar services for the manufacture of our prodactee may not be able to obtain substitute
vendors. We may not be able to procure comparabtennals or hybrid corn varieties at similar pricesl terms within a reasonable time.
Several services that are provided to Apio areinbthfrom a single provider. Several of the rawemats we use to manufacture our prodi
are currently purchased from a single source, diofyisome monomers used to synthesize Intelimempeais and substrate materials for our
breathable membrane products. In addition, a ntgjofithe hybrid corn varieties sold by Landec Ag grown under contract by a single <
producer. Any interruption of our relationship waimgle-source suppliers or service providers cdeldy product shipments and materially
harm our business.

We May Be Unable to Adequately Protect Our I ntellectual Property Rights

We may receive notices from third parties|uding some of our competitors, claiming infringerhby our products of patent and other
proprietary rights. Regardless of their merit, @ying to any such claim could be time-consumiegult in costly litigation and require us to
enter royalty and licensing agreements which mayemffered
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or available on terms acceptable to us. If a sisfukslaim is made against us and we fail to dgve@lplicense a substitute technology, we
could be required to alter our products or processe our business, results of operations or fiahposition could be materially adversely
affected. Our success depends in large part oalglity to obtain patents, maintain trade secretgution and operate without infringing on
the proprietary rights of third parties. Any perglipatent applications we file may not be approvedi\vae may not be able to develop
additional proprietary products that are patentabigy patents issued to us may not provide us wgtimpetitive advantages or may be
challenged by third parties. Patents held by otheag prevent the commercialization of products ipoeating our technology. Furthermore,
others may independently develop similar produditplicate our products or design around our patents

Our Operations Are Subject to Regulations that Directly | mpact Our Business

Our food packaging products are subject toleggpn under the Food, Drug and Cosmetic Act (fi2C Act”). Under the FDC Act, any
substance that when used as intended may reasdrabhipected to become, directly or indirectlypmponent or otherwise affect the
characteristics of any food may be regulated a®d &dditive unless the substance is generallygrézed as safe. We believe that food
packaging materials are generally not considered &mditives by the FDA because these producteatrexpected to become components of
food under their expected conditions of use. Wesioar our breathable membrane product to be apaclaging material not subject to
regulation or approval by the FDA. We have not e any communication from the FDA concerning bregathable membrane product. If
the FDA were to determine that our breathable mamdbproducts are food additives, we may be requiredbmit a food additive petition
for approval by the FDA. The food additive petitiprocess is lengthy, expensive and uncertain. Ardehation by the FDA that a food
additive petition is necessary would have a mdtadserse effect on our business, operating reaaltsfinancial condition.

Federal, state and local regulations impos®wa environmental controls on the use, storaigehdrge or disposal of toxic, volatile or
otherwise hazardous chemicals and gases used maiotime manufacturing processes. Our failure tgrobthe use of, or to restrict
adequately the discharge of, hazardous substandes present or future regulations could subjetbisibstantial liability or could cause our
manufacturing operations to be suspended and chamg&vironmental regulations may impose the rieeddditional capital equipment or
other requirements.

Our agricultural operations are subject t@aety of environmental laws including, the Foodafty Protection Act of 1966, the Clean Air
Act, the Clean Water Act, the Resource ConservatimhRecovery Act, the Federal Insecticide, Fudgieind Rodenticide Act, and the
Comprehensive Environmental Response, Compensatidhiability Act. Compliance with these laws amtated regulations is an ongoing
process. Environmental concerns are, however, émhén most agricultural operations, including thege conduct. Moreover, it is possible
that future developments, such as increasinglgtgrivironmental laws and enforcement policies @oesult in increased compliance costs.

The Company is subject to the Perishable Aftical Commodities Act (“PACA”) law. PACA reguladair trade standards in the fresh
produce industry and governs all the products bgl@pio. Our failure to comply with the PACA regements could among other things,
result in civil penalties, suspension or revocatiba license to sell produce, and in the mostggtes cases, criminal prosecution, which
could have a material adverse affect on our busines

Adverse Weather Conditions and Other Acts of God May Cause Substantial Decreasesin Our Salesand/or Increasesin Our Costs

Our Food Products and Agricultural Seed Tetdgybusinesses are subject to weather conditiatsaffect commodity prices, crop
yields, and decisions by growers regarding crofgsetplanted. Crop diseases and severe conditians;ydarly weather conditions such
floods, droughts, frosts, windstorms, earthquakesharricanes, may adversely affect the supplyegfetables and fruits used in our business,
which could reduce the sales volumes and/or ineréas unit production costs. Because a signifipantion of the costs are fixed and
contracted in advance of each operating year, veldetlines due to production interruptions or ofaetors could result in increases in unit
production costs which could result in substaritiabes and weaken our financial condition.
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We Depend on Strategic Partners and Licenses for Future Development

Our strategy for development, clinical anddfieesting, manufacture, commercialization and ratrnig for some of our current and future
products includes entering into various collabaraiwith corporate partners, licensees and otkiéesare dependent on our corporate par
to develop, test, manufacture and/or market sonmeioproducts. Although we believe that our padrerthese collaborations have an
economic motivation to succeed in performing tleeintractual responsibilities, the amount and timohgesources to be devoted to these
activities are not within our control. Our partneray not perform their obligations as expected emmay not derive any additional revenue
from the arrangements. Our partners may not payadditional option or license fees to us or mayd®telop, market or pay any royalty fees
related to products under the agreements. Moreswete of the collaborative agreements providettiegt may be terminated at the discre
of the corporate partner, and some of the collabh@agreements provide for termination under othi@umstances. In addition, we may not
receive any royalties on future sales of the PORIr8Huct because in the related agreement we hawemniml over commercializing the
product or generating revenues from the saleseoptbduct. Our partners may pursue existing orredtére technologies in preference to our
technology. Furthermore, we may not be able to ti@goadditional collaborative arrangements infthiare on acceptable terms, if at all, and
our collaborative arrangements may not be sucdessfu

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

Our products and operations are subject tegouental regulation in the United States and ¢preiountries. The manufacture of our
products is subject to periodic inspection by ratprly authorities. We may not be able to obtairessary regulatory approvals on a timely
basis or at all. Delays in receipt of or failureréceive approvals or loss of previously receivagravals would have a material adverse effect
on our business, financial condition and resultspdrations. Although we have no reason to belilkaewe will not be able to comply with
applicable regulations regarding the manufactutesate of our products and polymer materials, i@iprs are always subject to change and
depend heavily on administrative interpretations @i country in which the products are sold. Faitiranges in regulations or interpretati
relating to matters such as safe working condititaisoratory and manufacturing practices, enviromtiaecontrols, and disposal of hazardous
or potentially hazardous substances may adverffelgt aur business.

We are subject to USDA rules and regulatiangcerning the safety of the food products handretisold by Apio, and the facilities in
which they are packed and processed. Failure t@lyowith the applicable regulatory requirements,@mong other things, result in:

. fines, injunctions, civil penalties, and suspensij

. withdrawal of regulatory approval

. product recalls and product seizures, includingatsn of manufacturing and sal
. operating restrictions, ar

. criminal prosecution

We may be required to incur significant castsomply with the laws and regulations in the fatwhich may have a material adverse
effect on our business, operating results and &ii@condition.

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

For the six months ended November 27, 2008,cmately 35% of our total revenues were derifrech product sales to international
customers. A number of risks are inherent in irséomal transactions. International sales and agpemmay be limited or disrupted by any
the following:

. regulatory approval proces
. government controls

. export license requiremen
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. political instability,

. price controls

. trade restrictions

. changes in tariffs, ¢

. difficulties in staffing and managing internatiormgderations

Foreign regulatory agencies have or may dastaproduct standards different from those in timitédl States, and any inability to obtain
foreign regulatory approvals on a timely basis ddwdve a material adverse effect on our internatibosiness, and our financial condition
and results of operations. While our foreign salescurrently priced in dollars, fluctuations imm@ncy exchange rates, may reduce the
demand for our products by increasing the priceusfproducts in the currency of the countries taclthe products are sold. Regulatory,
geopolitical and other factors may adversely impactoperations in the future or require us to rfyodur current business practices.

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

During the first six months of fiscal year B)Bales to our top five customers accounted fpragmately 47% of our revenues, with our
largest customers, Costco Wholesale Corp. and RoEterprise Co. LTD, accounting for approximated®s and 11%, respectively of our
revenues. We expect that, for the foreseeabledputulimited number of customers may continue tmant for a substantial portion of our net
revenues. We may experience changes in the corgposftour customer base, as Apio and Landec Ag leyperienced in the past. We do
not have long-term purchase agreements with amyio€ustomers. The reduction, delay or cancellatfoorders from one or more major
customers for any reason or the loss of one or mboer major customers could materially and adefgraffect our business, operating res
and financial condition. In addition, since soméhaf products processed by Apio at its Guadalupéfdtnia facility are sole sourced to its
customers, our operating results could be adveedédgted if one or more of our major customersanserdevelop other sources of supply.
Our current customers may not continue to placerstdrders by existing customers may be cancelathg not continue at the levels of
previous periods or we may not be able to obtaieis from new customers.

Our Sale of Some Products May | ncrease Our Exposure to Product Liability Claims

The testing, manufacturing, marketing, ané sdlthe products we develop involves an inhensktaf allegations of product liability. If
any of our products were determined or allegecetodntaminated or defective or to have causedrafhbaccident to an end-customer, we
could incur substantial costs in responding to damys or litigation regarding our products and prwduct brand image could be materially
damaged. Either event may have a material advéfeset en our business, operating results and fircondition. Although we have taken
and intend to continue to take what we believeagaopriate precautions to minimize exposure tapebliability claims, we may not be al
to avoid significant liability. We currently mainteproduct liability insurance with limits in thereount of $41.0 million per occurrence and
$42.0 million in the annual aggregate. Our coveragg not be adequate or may not continue to béadlaiat an acceptable cost, if at all. A
product liability claim, product recall or othemah with respect to uninsured liabilities or in egs of insured liabilities could have a material
adverse effect on our business, operating resudtsiaancial condition.

Our Stock Price May Fluctuate in Accordance with Market Conditions

Over the past several years the stock madeekperienced extreme price and volume fluctuatidhe following events may cause the
market price of our common stock to fluctuate digantly:

. technological innovations applicable to our prody

. our attainment of (or failure to attain) milestormeshe commercialization of our technoloy
. our development of new products or the developraénew products by our competito

. new patents or changes in existing patents appéi¢atour products

. our acquisition of new businesses or the salegpadial of a part of our business
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. development of new collaborative arrangements byuiscompetitors or other partie
. changes in government regulations applicable tdoasmess

. changes in investor perception of our busin

. fluctuations in our operating results &

. changes in the general market conditions in ounstrg.

These broad fluctuations may adversely atfeeimarket price of our common stock.

Since We Order Cartons and Film for Our Products from Suppliersin Advance of Receipt of Customer Ordersfor Such Products, We
Could Face a Material I nventory Risk

As part of our inventory planning, we enteoinegotiated orders with vendors of cartons alnd dised for packing our products in adve
of receiving customer orders for such products.ohdingly, we face the risk of ordering too manytoas and film since orders are generally
based on forecasts of customer orders rather ittaalarders. If we cannot change or be released the orders, we may incur costs as a
result of inadequately predicting cartons and filrders in advance of customer orders. Becausaspftle may currently have an oversupply
of cartons and film and face the risk of not bedide to sell such inventory and our anticipate@mess for losses may be inadequate if we
have misjudged the demand for our products. Ounkas and operating results could be adverselgteffeas a result of these increased ¢

Our Seed Products May Fail to Germinate Properly and We May Be Subject to Claims for Reimbursement or Damages for Losses from
Customers Who Use Such Products

Farmers plant seed products sold by Landewiftgthe expectation that they will germinate undermal growing conditions. If our seed
products do not germinate at the appropriate tinfaibto germinate at all, our customers may insiginificant crop losses and seek
reimbursement or bring claims against us for stathaes. Although insurance is generally availabloter such claims, the costs for
premiums of such policies are prohibitively expgasind we currently do not maintain such insuraAcs.claims brought for failure of our
seed products to properly germinate could matgraaild adversely affect our operating and finan@aults.

Recently Enacted Changesin Securities Laws and Regulations Are Likely to I ncrease Our Costs

The Sarbanes-Oxley Act of 2002 (the “Act”)tthacame law in July 2002 requires changes in safroar corporate governance, public
disclosure and compliance practices. In additicasddqg has made revisions to its requirements fopeaies, such as Landec, that are listed
on the NASDAQ. We expect these developments teass our legal and financial compliance costs. 8bbanges could make it more
difficult and more expensive for us to obtain dicecand officer liability insurance, and we mayrbquired to accept reduced coverage or
incur substantially higher costs to obtain coverdgeese developments could make it more difficofitifs to attract and retain qualified
members for our board of directors, particularlgéove on our audit committee.

Our Controlling Shareholders Exert Significant I nfluence over Corporate Events that May Conflict with the I nterests of Other
Shareholders

Our executive officers and directors and théfitiates own or control approximately 25% of aommon stock (including options
exercisable within 60 days). Accordingly, theseogffs, directors and shareholders may have thiyatailexert significant influence over the
election of our Board of Directors, the approvahofendments to our articles and bylaws and theoappof mergers or other business
combination transactions requiring shareholder @ygdr This concentration of ownership may havedtiect of delaying or preventing a
merger or other business combination transactioen & the transaction or amendments would be ieiaéfo our other shareholders. In
addition, our controlling shareholders may apprar@ndments to our articles or bylaws to implemaetittakeover or management friendly
provisions that may not be beneficial to our otsteareholders.
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Terrorist Attacks and Risk of Contamination May Negatively Impact All Aspects of Our Operations, Revenues, Costs and Stock Price

The September 2001 terrorist attacks in theedrStates, as well as future events occurrimg$ponse or connection to them, including,
future terrorist attacks against United Stateset@;,gumors or threats of war, actual conflictiming the United States or its allies, or trade
disruptions impacting our domestic suppliers or@ustomers, may impact our operations and may, grativer things, cause decreased sales
of our products. More generally, these events ladfiezted, and are expected to continue to affeetgeneral economy and customer demand
for our products. While we do not believe that employees, facilities, or products are a targetdaorists, there is a remote risk that terrt
activities could result in contamination or adudtesn of our products. Although we have systemspodedures in place that are designed to
prevent contamination and adulteration of our potsiua disgruntled employee or third party coutdoduce an infectious substance into
packages of our products, either at our manufagjyslants or during shipment of our products. Wareproducts to be tampered with, we
could experience a material adverse effect in agirtess, operations and financial condition.

We May Be Exposed to Employment Related Claims and Costs that Could Materially Adversely Affect Our Business

We have been subject in the past, and may theeifuture, to claims by employees based on aliegs of discrimination, negligence,
harassment and inadvertent employment of illegahalor unlicensed personnel, and we may be sutojgetyment of workerscompensatiol
claims and other similar claims. We could incurstahtial costs and our management could spenchdisamt amount of time responding to
such complaints or litigation regarding employesrak, which may have a material adverse effectusrbasiness, operating results and
financial condition.

We Are Dependent on Our Key Employees and if One or More of Them Were to Leave, We Could Experience Difficultiesin Replacing
Them and Our Operating Results Could Suffer

The success of our business depends to dis@griextent upon the continued service and peréorce of a relatively small number of key
senior management, technical, sales, and markgérspnnel. The loss of any of our key personnellgvtkely harm our business. In
addition, competition for senior level personnethdinowledge 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 laceephem. As a result, management
attention may be diverted from managing our businesd we may need to pay higher compensatiorptaace these employees.

We May Have to Pursue New Financings if We Are Unable to Comply with Provisionsin Our Loan Agreementsin the Future

Apio is subject to various financial and opierg covenants under the Wells Fargo Bank loaneagsst, including minimum levels of net
income, maximum leverage ratio, minimum net woritd emaximum capital expenditures. The Wells FargokBaan agreement limits the
ability of Apio to make cash payments to Landeaevéfviolate any obligations under the loan agredrnmethe future, we could trigger an
event of default, which, if not cured or waived,wapermit acceleration of our obligation to rephg indebtedness due under the loan
agreement. If the indebtedness due under the lp@ement were accelerated, we would be forcedsupwone or more alternative strategies
such as selling assets, seeking new debt finarficing another lender or seeking additional equityitzd, which might not be achievable or
available on attractive terms, if at all, and whaodhuld substantially dilute the ownership interasexisting shareholders.

We May I ssue Preferred Stock with Preferential Rightsthat Could Affect Your Rights

Our Board of Directors has the authority, withfurther approval of our shareholders, to fi& tlghts and preferences, and to issue shares
of preferred stock. In November 1999, we issuedsaid shares of Series A Convertible PreferrediSémad in October 2001 we issued and
sold shares of Series B Convertible Preferred Stblok Series A Convertible Preferred Stock was eded into 1,666,670 shares of
Common Stock on November 19, 2002 and the Seriger®ertible Preferred Stock was converted into 4,7@2 shares of Common Stock
on May 7, 2004.
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The issuance of new shares of preferred stouald have the effect of making it more difficuitrfa third party to acquire a majority of our
outstanding stock, and the holders of such pradesteck could have voting, dividend, liquidatiordasther rights superior to those of holders
of our Common Stock.

We Have Never Paid any Dividends on Our Common Stock

We have not paid any cash dividends on ouri@omStock since inception and do not expect toodio $he foreseeable future. Any
dividends may be subject to preferential dividepagable on any preferred stock we may issue.

Our Profitability Could Be Materially And Adversely Affected if it | s Determined that the Book Value of Goodwill isHigher than Fair
Value

Our balance sheet includes an amount desidjatégoodwill” that represents a portion of ousets and our shareholders’ equity.
Goodwill arises when an acquirer pays more forsirtmss than the fair value of the tangible and rséply measurable intangible net assets.
Under Statement of Financial Accounting StandardsId42 “Goodwill and Other Intangible Assets”, begng in fiscal year 2002, the
amortization of goodwill has been replaced witHiampairment test” which requires that we compare fifir value of goodwill to its book
value at least annually and more frequently ifuinstances indicate a possible impairment. If werdehe at any time in the future that the
book value of goodwill is higher than fair valueththe difference must be written-off, which comdterially and adversely affect our
profitability.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

The following table presents information abthhe Company’s debt obligations and derivativeritial instruments that are sensitive to
changes in interest rates. The table presentsipairemounts and related weighted average inteagss by year of expected maturity for the
Company'’s debt obligations. The carrying valuehaf Company’s debt obligations approximates thevigue of the debt obligations as of
November 27, 200t

Remainde! There-
of 2006 2007 2008 2009 2010 after Total

Liabilities (in 000’s)
Lines of Credif $7,27: $ — $ — $ — $ — $ — $7,27:

Avg. Int. Rate 4.8¢% 4.88%
Long term debt, including

current portior

Variable Rate $ 12¢ $13€ $ 14¢ $13: $13¢ $1,462 $2,14:

Avg. Int. Rate 6.58% 6.5%% 6.5%% 6.5%% 6.5% 6.5% 6.5%%

Item 4. Controls and Procedures

(@) Based on their evaluation as of the end®fp#triod covered by this Quarterly Report on Fo@rQL(the “Evaluation Date”), Landec’s
principal executive officer and principal financ@ficer concluded that, as of the Evaluation Dasmdec’s disclosure controls and
procedures as defined in Rules 13a-15(e) and 1&&)-Liider the Securities Exchange Act of 1934 nasnaled (the “Exchange Act”),
were effective and designed to ensure that infdonaequired to be disclosed by Landec in repdrés it files or submits under the
Exchange Act is recorded, processed, summarizedegnoadted within the time periods specified in Sé@s and Exchange Commissi
rules and forms

(b) There was no change in Landec’s internalrobotver financial reporting that occurred durihg fperiod covered by this Quarterly
Report on Form 10-Q that has materially affecteds oeasonably likely to materially affect, sucternal control over financial
reporting.
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

None.

Iltem 1A. Risk Factors
Not applicable.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Pursuant to the Asset Purchase Agreement datexl29, 2005, the Company on August 29, 200®dsuthe former owners of Heartland
Hybrids, Inc. 152,186 shares of Common Stock vahtetb60,000.

The issuance of securities in this Item 2 desmed to be exempt from registration under thenr@es Act of 1933, as amended (the
“Act”), in reliance on Section 4(2) of the Act agransaction by an issuer not involving any pubfiering. The recipients of the securities in
such transaction represented their intention taiaedhe securities for investment only and notweitview to or for sale in connection with
any distribution thereof and also representedehah is an “accredited investor” with the meanihale 501(a) of Regulation D under the
Act. Appropriate legends were affixed to the se@siissued in such transaction. The recipientgweren adequate access to information
about the Company.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Securityolders

At the Company’s Annual Meeting of Sharehoddeeld on October 14, 2005 the following proposase adopted by the margins
indicated:

Number of Share

Voted For Withheld
1. Four Class Il directors were elected by the margiidsated to serve for a tel
of office to expire at the second succeeding anmeadting of shareholders at
which their successors will be elected and qualil
Gary T. Steels 20,709,45 574,91t
Nicholas Tompkin: 20,726,83 557,53!
Duke Bristow 20,769,83 514,53!
Robert Tobir 20,769,83 514,53!

The Class | directors were not up for electiorhatAnnual Meeting. The four
current Class | directors, Frederick Frank, Stedaeralprin, Richard S.
Schneider, Ph.D., and Kenne

E. Jones will serve as Class | directors untilrtegt Annual Meeting, when
their successors will be elected and qualif
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Voted Voted
For Against Abstain
2. To approve the Compa’s Stock Incentive Pla 12,584,53 1,017,791 146,64
3. To ratify the appointment of Ernst & Youl
LLP as independent public accountants of
Company for the 2006 fiscal ye:i 21,201,82 26,51z 56,03t
Item 5. Other Information
None.
Item 6. Exhibits
Exhibit
Number Exhibit Title:
10.57+ Amended and Restated Credit Agreement by and ampitg Inc. as Borrower, and Wells Fargo Bank, Naéb
Association, dated as of November 1, 2(
10.58+ Fifth Amendment to Credit Agreement dated as obet 7, 2004
10.59+ Sixth Amendment to Credit Agreement dated as obbat 7, 2005
31.1+ CEO Certification pursuant to section 302 of theb@ae-Oxley Act of 2002
31.2+ CFO Certification pursuant to section 302 of theb8ae-Oxley Act of 2002
32.1+ CEO Certification pursuant to section 906 of theb&ae-Oxley Act of 2002
32.2+ CFO Certification pursuant to section 906 of theb&ne-Oxley Act of 2002

+ Filed herewith
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly @duisis Report to be signed on its behal
the undersigned, thereunto duly authorized.

LANDEC CORPORATION

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

Date: January 6, 2006
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Exhibit
Number

10.57+

10.58+

10.59+

31.1+

31.2+

32.1+

32.2+

Exhibit Index

Exhibit Title:

Amended and Restated Credit Agreement by and ampitg Inc. as Borrower, and Wells Fargo Bank, Naéb
Association, dated as of November 1, 2(

Fifth Amendment to Credit Agreement dated as obet 7, 2004
Sixth Amendment to Credit Agreement dated as obBet 7, 2005
CEO Certification pursuant to section 302 of theb&ae-Oxley Act of 2002
CFO Certification pursuant to section 302 of theb8ae-Oxley Act of 2002
CEO Certification pursuant to section 906 of theb&ae-Oxley Act of 2002

CFO Certification pursuant to section 906 of theb&ne-Oxley Act of 2002

+ Filed herewith
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AMENDED AND RESTATED
CREDIT AGREEMENT

by and between
APIO, INC. ,
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and
WELLS FARGO BANK, NATIONAL ASSOCIATION,
as Bank
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AMENDED AND RESTATED
CREDIT AGREEMENT

This AVENDED AND ReSTATED CREDIT AGREEMENT ( this“Agreement”) is dated and made as of November 1, 2005, bybatwdeen Aio,
INc. , a Delaware corporatiorfBorrower” ), and WELLS FARGO BANK, NATIONAL AssociATION (“Bank” ), and amends and restates in its
entirety the Credit Agreement, dated as of Septerhp2004 (théOriginal Agreement”), by and among Borrower, Cal Ex Trading
Company, a Delaware corporation, and Bank.

REcITALS

WHEREAS, Borrower has requested that Bank extend or eoatcredit to Borrower as described below, and Beaskagreed to provide
such credit to Borrower on the terms and conditcmsained herein.

NOW, THEREFORE, for valuable considenatithe receipt and sufficiency of which are herabnowledged, Bank and Borrower
hereby agree as follows:

ARTICLE | DEFINITIONS

Section 1.1Definitions. For all purposes of this Agreement, except asrotise expressly provided, the following terms khate the
meanings assigned to them in this Section or irBéagtion referenced after such term:

“Acceptable Grower Contractineans a contract between Borrower and a groweoadgpursuant to which Borrower acquires goods in
the ordinary course of business and for which ed¢he following requirements has been satisfiéda €opy of such contract, together with
all amendments, modifications, supplements andiogphents thereto, has been provided to and apphyvBdnk, in its reasonable discreti
and (ii) the contract, as amended, modified, supplged, or replaced, provides that Borrower’s @tians to make payment to the related
grower shall not be due and payable before theafrid the fifth (5th) week following the week ofldery of goods to Borrower from such
grower.

“Acceptable Wells Fargo Deposit Accourttas the meaning given in Section 6.10.

“Account Debtor” means any Person who is or who may become obligeieer, with respect to, or on account of, an Aatochattel
paper, or a General Intangible.

“Accounts” means all of Borrower’s now owned or hereafter &eglright, title, and interest with respect to ¢aants” (as that term is
defined in the UCC), and any and all supportinggattions in respect thereof.

“Advance” means a Line of Credit Advance.




“Affiliate” means, as applied to any Person, any other Persondivectly or indirectly, controls, is controllég, or is under common
control with, such Person. For purposes of thignitéin, “control” means the possession, directhyrairectly, of the power to direct the
management and policies of a Person, whether thrthegownership of stock, by contract, or otherwsevided, however, that, in any
event: (a) any Person which owns directly or inctiie10% or more of the securities having ordinaoying power for the election of directors
or other members of the governing body of a Peasd0% or more of the partnership or other owngréftierests of a Person (other than as a
limited partner of such Person) shall be deemeaxbitdrol such Person, (b) each director (or companalanager) of a Person shall be deemed
to be an Affiliate of such Person, and (c) eactinaaship or joint venture in which a Person is gn@ or joint venturer shall be deemed to be
an Affiliate of such Person.

“Agreement” means this Credit Agreement.
“Aggregate Stated Amountias the meaning given in Section 2.6(c).
“Apio Cooling” means Apio Cooling, a California limited partnegshi

“Availability” means, (i) for any date of determination priortte Borrowing Base Trigger Date, the Line of Cré&bimmitment
Availability, and (ii) for any date of determinatiamn or after the Borrowing Base Trigger Date,ldsser of (A) the Borrowing Base
Availability and (B) the Line of Credit CommitmeAwailability.

“Bankruptcy Code’means the Bankruptcy Reform Act, Title 11 of thateh States Code.

“Borrowing Base” means, as of any date of determination, (i) 80%ligfible Accounts]ess,(ii) the Dilution Reserve, if anyess,
(iii) the Grower Reserve, if anprovidedthat, Bank may create additional reserves agaiesEtligible Accounts if it reasonably determines
that there has occurred a Material Adverse Effect.

“Borrowing Base Availability”means, as of any date of determination, and ordypifsitive number, the Borrowing Base minus thma su
of: (i) the outstanding principal balance of thad.iof Credit and (ii) the L/C Amount.

“Borrowing Base Trigger Date’means the first date on or after the Closing Datasuvhich Borrower requests either a Line of Credit
Advance or the issuance of a Letter of Credit thatld cause, after giving effect to such Line oédit Advance or Letter of Credit, the sum
of the outstanding principal balance of the Line€Coédit Advances plus the L/C Amount to equal areexd Two Million Five Hundred
Thousand Dollars ($2,500,000.00).

“Business Day’means any day except a Saturday, Sunday or anyadfieon which commercial banks in California an¢éharized or
required by law to close.

“Cal EX” means Cal Ex Trading Company, a Delaware corparasiod its permitted successors and assigns.
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“Capital Expenditures”’means for a period, any expenditure of money dwingh period for the purchase or construction sétss or for
improvements or additions thereto, which are céipéd on Borrower’s balance sheet.

“ Cash Equivalents has the meaning set forth in Section 6.7(a).

“Change of Control”means the occurrence of any of the following events

(a) any Person or “group” (as such term igliseSections 13(d) and 14(d) of the Securitieshaxge Act of 1934), other than Parent,
is or becomes the “beneficial owner” (as define®ides 13d-3 and 136-under the Securities Exchange Act of 1934, exiteita Persc
will be deemed to have “beneficial ownership” dfsacurities that such Person has the right toiegquhether such right is exercisable

immediately or only after the passage of time)ediy or indirectly, of more than twenty-five pentef the voting power of all classes of
voting stock of Borrower; or

(b) during any consecutive two-year periodjviiduals who at the beginning of such period citaistd the board of Directors of
Borrower (together with any new Directors whosets to such board of Directors, or whose nomarafor election by the owners of
Borrower, was approved by a vote of B8% of the Directors then still in office who wegther Directors at the beginning of such pe

or whose election or nomination for election wasvpsusly so approved) cease for any reason to itetesd majority of the board of
Directors of Borrower then in office.

“Closing Date” means November 30, 2005.

“Collateral” means (a) “Collateral” as such term is definechim $ecurity Agreement plus (b) all collateral sabje the Lien of any
Security Document other than the Security Agreement

“Companies” means Borrower, Cal Ex and Apio Cooling.

“Constituent Documentsineans with respect to any Person, as applicalib, RBerson’s certificate of incorporation, artiobés
incorporation, by-laws, certificate of formationtieles of organization, limited liability comparmagreement, management agreement,
operating agreement, shareholder agreement, psintpeagreement or similar document or agreemengmgpavg such Person’s existence,
organization or management or concerning dispasdfcwnership interests of such Person or votiglgts among such Person’s owners.

“Credit Facility” means the credit facility being made available ¢orBwer by Bank under Article 1l hereof.
“Daily Balance” means, with respect to each day during the terthisfAgreement, the amount of an Obligation owetthatend of such
day.
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“Default” means an event that, with giving of notice or pgesat time or both, would constitute an Event ofdist.

“Default Period” means any period of time beginning on the day allebr Event of Default occurs and ending on tagdhat such
Default or Event of Default has been cured or wéj\as determined by Bank in its sole and absolisteretion.

“Default Rate” has the meaning assigned to such term in the lfiGzealit Note.

“Dilution” means, as of any date of determination, a percenbaged upon the experience of the immediatelyepiieg three months,
that is the result of dividing the Dollar amounthafd debt writedowns, returns, rebates, discounts, advertisingoémer allowances, credits,
other dilutive items with respect to the Accountsinlg such period, by Borrower’s gross sales dusingh period (excluding extraordinary
items).

“Dilution Reserve”means, as of any date of determination, an amaiifitient to reduce the advance rate against Hégiccounts used
in the definition of Borrowing Base by one percegoint for each full percentage point by whictubdn is in excess of 5%.

“Director” means a director of Borrower.
“Dollars” or “$” means lawful currency of the United States of Aceeri

“EBITDA” means, as of any date of determination for anyodethe Companies’ consolidated net profit befaseplus interest expense
(net of any capitalized interest), intercompangiiast expense, depreciation expense, amortizatjpense, and management fees expense of
the Companies accrued by and payable to Parent.

“EBITDA Coverage Ratio'means, as of any date of determination for anyode(a) EBITDA divided by (b) the sum of (i) thegaggate
of the Companies’ total interest expense (excludimyg interest expense attributable to intercommiebt subordinated pursuant to the
Subordination Agreement) for such period plus (aithduplication of amounts) and (ii) the currenttuniy of the Companies’ long-term
senior debt paid in such period.

“Eligible Accounts” means those Accounts created by Borrower in thimaiyg course of its business, that arise out of&wer’s sale of
goods or rendition of services, that comply witkteaf the representations and warranties respeEligile Accounts made by Borrower in
the Loan Documents, upon which Borrower’s rightgoeive payment is absolute and not contingent tiperfulfillment of any condition
whatsoever, in which Bank has a perfected secintigyest of first priority, and that are not exahadas ineligible by virtue of one or more of
the criteria set forth belovarovidedthat such criteria may be fixed and revised frametto time by Bank in Bank’s sole and absolute
discretion to address the results of any auditgperéd by Bank from time to time after the Closingt® In determining the amount to be
included, Eligible Accounts shall be calculated mietustomer deposits and unapplied cash remitt&btrower. Eligible Accounts shall not
include the following:
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(i) any Account which is more than ninety (@ys past due;
(i) any Account that is disputed or subjexhtclaim of offset or other potential credit aramtra account;
(iif) any Account not yet earned by the fidalivery of goods or rendition of services, as ayatile, by Borrower to the customer;

(iv) any Account for services not yet rendeoedor goods not yet shipped, including, withduatitation, that portion of any Account,
which represents interim or progress billings dem&on rights on the part of the Account Debtor;

(v) Accounts constituting proceeds of copytétie material unless such copyrightable matehall have been registered with the
United States Copyright Office and shall be covdrga duly executed copyright security agreemenfipim and substance satisfactor
Bank, and filed in the United States Copyright Cfi

(vi) Accounts owed by an Account Debtor tlahot Solvent, the subject of an Insolvency Proiceedr has gone out of business;

(vii) Accounts owed by an Owner, Subsidiaryfilfate, Officer or employee of Borrower, or Accets owed by Cal Ex or Apio
Cooling;

(viii) Accounts not subject to a duly perfettgecurity interest in Bank’s favor or which aréjeat to any Lien (including any Liens
imposed under PACA and any Producer’s Lien Lawgothan a Permitted Lien;

(ix) that portion of any Account for which tleeexists any right of setoff, defense or discdertept regular discounts allowed in the
ordinary course of business to promote prompt pag)yra for which any defense or counterclaim hasnbasserted,;

(x) that portion of Accounts that has beentruesured, extended, amended or modified;
(xi) that portion of Accounts that constitutevertising, finance charges, service chargeales ®r excise taxes;

(xii) Accounts owed by an Account Debtor (arAsffiliate of such Account Debtor), regardlesswdfether otherwise eligible, to the
extent that the balance of such Accounts exceettsdt3he sum of the aggregate amount of all Acco@atcept in the case of each of
Wal-Mart and Sam'’s Club, in which case such peagmshall be 30% in the aggregate for both AccBetitors, and except in the case
of Costco, in which case such percentage shalDB&) 3exceptions to such limit may be granted bykBam a case by case basis, in
Bank’s sole and absolute discretion;
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(xiii) any Account which represents an obligatof any Account Debtor (or an Affiliate of suéltcount Debtor), regardless of
whether otherwise eligible, when twenty percen€42@r more of Borrower’'s Accounts from such Accobetbtor are not eligible
pursuant to (i) above;

(xiv) Accounts arising in a transaction whargbods are placed on consignment or are sold por$o a guaranteed sale, a sale or
return, a sale on approval, a bill and hold, or atier terms by reason of which the payment byAttmunt Debtor may be conditional;

(xv) Accounts that are not payable in Dollars;

(xvi) Accounts with respect to which the AcabDebtor either (A) does not maintain its chieéeutive office in the United States or
Canada (excluding the Canadian province of QueloedRB) is not organized under the laws of the BaiStates or Canada, or any sta
province thereof (excluding the Canadian provinc®webec), or (C) is the government for any foreignntry or sovereign state, or of
any state, province, municipality, or other poétisubdivision thereof, or of any department, agepablic corporation, or other
instrumentality thereof, unless (I) the Accounsigported by an irrevocable letter of credit satigiry to Bank (as to form, substance,
and issuer or domestic confirming bank) that hatmelivered to Bank and is directly drawable bylBaor (II) the Account is covered
by credit insurance in form, substance, and ama@untt,by an insurer, satisfactory to Bank;

(xvii) any Account which represents an obligatof any state or municipal government or of thdted States government or any
political subdivision thereof (except Accounts whiepresent obligations of the United States gawent and for which the assignment
provisions of the Federal Assignment of Claims Adt,USC § 3727, as amended or recodified from torténe, have been complied
with to Bank’s satisfaction);

(xviii) Accounts with respect to which the Ammt Debtor is located in the states of New Jersiynesota, or West Virginia (or any
other state that requires a creditor to file atess$ activity report or similar document in ordebting suit or otherwise enforce its
remedies against such Account Debtor in the caurtsrough any judicial process of such state)essmiBorrower has qualified to do
business in New Jersey, Minnesota, West Virginiaueh other states, or has filed a business etivieport with the applicable division
of taxation, the department of revenue, or withhsoiher state offices, as appropriate, for the-#henent year, or is exempt from such
filing requirement; or

(xix) Upon telephonic notice to Borrower (athlean voicemail), any Account deemed ineligibleBank when Bank, in its sole
discretion, deems the creditworthiness or finanoialdition of the Account Debtor, or the indusimywhich the Account Debtor is
engaged, to be unsatisfactory.
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“Environmental Law”means any federal, state, local or other governmhstdtute, regulation, law or ordinance dealinthwhe
protection of human health and the environment.

“Equipment” means all of Borrower’s equipment, as such terdeffned in the UCC, whether now owned or hereaftguired, including
but not limited to all present and future machineshicles, furniture, fixtures, manufacturing gment, shop equipment, office and
recordkeeping equipment, parts, tools, supplied,aciuding specifically the goods described in aguipment schedule or list herewith or
hereafter furnished to Bank by Borrower.

“ERISA” means the Employee Retirement Income Security At9d4.

“ERISA Affiliate” means any trade or business (whether or not incatga) that is a member of a group which includes@®ver and
which is treated as a single employer under Sedtiahof the IRC.

“Event of Default” has the meaning given in Section 7.1.
“Financial Covenants”’means the covenants set forth in Section 6.3.
“Funding Date” has the meaning given in Section 2.1.

“GAAP” means generally accepted accounting principlelsarinited States of America, consistently apphelich are in effect as of tl
date of this Agreement. If any changes in accogntimnciples from those in effect on the date htage hereafter occasioned by
promulgation of rules, regulations, pronouncementspinions by or are otherwise required by theaRaial Accounting Standards Board or
the American Institute of Certified Public Accoumnis (or successors thereto or agencies with sirfuitaations), and any of such changes
results in a change in the method of calculatigrop&ffects the results of such calculation of; ahthe financial covenants, standards or
terms found herein, then the parties hereto agreater into and diligently pursue negotiationstider to amend such financial covenants,
standards or terms so as to equitably reflect shahges, with the desired result that the criteri@valuating financial condition and results
of operations of Borrower and the Subsidiariesldf@the same after such changes as if such chaageasot been made.

“General Intangibles”means all of Borrower’s general intangibles, ahgdaem is defined in the UCC, whether now ownetereafter
acquired, including all present and future Intelie¢ Property Rights, customer or supplier listd aantracts, manuals, operating instructions,
permits, franchises, the right to use Borrowersiaaand the goodwill of Borrower’s business.

“Governmental Authority”’means any federal, state, local, or other govertehenadministrative body, instrumentality, depaent, or
agency or any court, tribunal, administrative hegubody, arbitration panel, commission, or othanrilsir dispute-resolving panel or body.

“ Grower Reservé means, as of the date of determination, a resagainst the Borrowing Base in an amount equad@®4 of all
accounts payable then owing to all growers
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of any of the produce sold by Borrower that arep@oties to Acceptable Grower Contracts. The amofiatl such accounts payable shall be
determined by Bank in cooperation with Borroweainommercially reasonable manner, and shall begpfatie evidence of such amount.

“Guarantor(s)” means Parent and any other Person now or hergatieantying the Obligations.
“Guaranty” means each certain Continuing Guaranty now or ftereaxecuted by a Guarantor in favor of Bank.

“Hazardous Substancegheans pollutants, contaminants, hazardous substamazardous wastes, petroleum and fractions thened all
other chemicals, wastes, substances and matestald in, regulated by or identified in any Envinoental Law.

“Immaterial Intellectual Property Rightameans Intellectual Property Rights that Borroweiits commercially reasonable judgment,
determines from time to time to be no longer matda the operation of its business.

“Indebtedness”means of a Person as of a given date, all itenrsdebtedness or liability which in accordance vikAAP would be
included in determining total liabilities as shoamthe liabilities side of a balance sheet for sRehson and shall also include the aggregate
payments required to be made by such Person atraeyunder any lease that is considered a capthlizase under GAAP.

“Infringe” means, when used with respect to Intellectual Rtpfghts, any infringement or other violationsfch Intellectual Property
Rights.

“Insolvency Proceeding’means any proceeding commenced by or against asgrPender any provision of the Bankruptcy Code or
under any other state or federal bankruptcy orveswy law, assignments for the benefit of creditdormal or informal moratoria,
compositions, extensions generally with creditorgproceedings seeking reorganization, arrangerewther similar relief.

“Intellectual Property Rights’means all actual or prospective rights arisinganrection with any intellectual property or other
proprietary rights, including all rights arising@onnection with copyrights, patents, service matregle dress, trade secrets, trademarks, trads
names or mask works.

“Inventory” means all of Borrower’s inventory, as such termdafned in the UCC, whether now owned or hereaftguired, whether
consisting of whole goods, spare parts or compaensnpplies or materials, whether acquired, hefdmished for sale, for lease or under
service contracts or for manufacture or processing,wherever located.

“Investment Property’means all of Borrower’s investment property, ashgieem is defined in the UCC, whether now ownetereafter
acquired, including but not limited to all
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securities, security entitlements, securities aotgicommodity contracts, commodity accounts, stpbknds, mutual fund shares, money
market shares and U.S. Government securities.

“IRC” means the Internal Revenue Code of 1986.
“Issuer” means the issuer of any Letter of Credit.
“Landec Ag” means Landec Ag, Inc., a Delaware corporation.

“L/C Amount” means the sum of (i) the aggregate stated amowartyoissued and outstanding Letters of Credit @aphthé unpaid amount
of the Obligation of Reimbursement.

“L/C Application” has the meaning specified in Section 2.2(a).
“Letter of Credit” has the meaning specified in Section 2.2(a).
“Licensed Intellectual Property’has the meaning given in Section 5.11(c).

“Licensor Agreement’'means that certain Licensor Agreement, dated &spfember 1, 2004, executed by Parent in favoaokBwith
respect to all licensing agreements between ParehBorrower.

“Lien” means any security interest, mortgage, deed df plexige, lien, charge, encumbrance, title redenéigreement or analogous
instrument or device, including the interest offebessor under any capitalized lease and the sttefeany bondsman under any payment or
performance bond, in, of or on any assets or ptigseof a Person, whether now owned or hereaftguiesd and whether arising by agreen
or operation of law.

“Life Insurance Assignmentineans an Assignment of Life Insurance Policy asafohl to be executed by the owner and the beanefic
thereof, in form and substance satisfactory to Bgrémting Bank a first priority Lien on a Life kmsnce Policy to secure payment of the
Obligations.

“Life Insurance Policy”has the meaning given in Section 6.10.

“Line of Credit” means a credit accommodation in the maximum prati@mount of the Line of Credit Commitment Amouwad,defined
more fully in Section 2.1.

“Line of Credit Advance™as the meaning given in Section 2.1(a).
“Line of Credit Commitment Amountheans $7,000,000.

“Line of Credit Commitment Availabilityineans, as of any date of determination, and ordypidsitive number, the Line of Credit
Commitment Amount minus the sum of: (i) the outdiag principal balance of the Line of Credit anl {fie L/C Amount.
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“Line of Credit Maturity Date”means August 31, 2007.

“Line of Credit Note” means Borrower’s revolving promissory note evidegdts obligation to repay Line of Credit Advancpayable to
the order of Bank in substantially the form of EbihiA attached hereto, all terms of which are ipaoated herein by this reference.

“Loan Account” has the meaning given in Section 9.9.

“Loan Documents”’means this Agreement, the Line of Credit Note, @ogranty, the Security Documents, the Subordinaigreement,
and any L/C Application.

“Lockbox” means the post office box described in the Lockbgreement, or any replacement thereto, through wbliiecks are
processed pursuant to the Lockbox Agreement.

“Lockbox Account’means the “Account” as defined in the Lockbox Agneat.

“Lockbox Agreementimeans the Deposit Account Control Agreement, dasedf August 20, 2003, by and among Borrower, Wrdigjo
Business Credit, Inc. and Bank of America, Natiohssociation, or any subsequent lockbox agreent@sted into by Bank and Borrower.

“Material Adverse Effect’'means any of the following:

(i) a material adverse effect on the businegsrations, results of operations, assets, lt@slor financial condition of the Companies,
taken as a whole, or any Guarantor;

(i) a material adverse effect on the abitiffBorrower or any Guarantor to perform its obligas under the Loan Documents;

(iif) a material adverse effect on the abitifyBank to enforce the Obligations or to realize intended benefits of the Security
Documents, including a material adverse effecth@nalidity or enforceability of any Loan Documenmtof any rights against any
Guarantor, or on the status, existence, perfegtioatity (subject to Permitted Liens) or enforciidpof any Lien securing payment or
performance of the Obligations; or

(iv) any claim against Borrower or any Guacartr threat of litigation which is reasonably likéo be determined adversely to
Borrower or any Guarantor and, if so determinedji@ause Borrower or such Guarantor to be liablealy an amount exceeding
$1,000,000 over applicable insurance coverage ootdhbe an event described in clauses (i), (i) @ndabove.

“Multiemployer Plan” means a multiemployer plan (as defined in Sectafida)(3) of ERISA) to which Borrower or any ERISA
Affiliate contributes or is obligated to contribute
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“Net Income” means fiscal year-to-date after-tax net income feomtinuing operations, as determined in accordanteGAAP.
“Obligation of Reimbursementhas the meaning given in Section 2.2(e)(i).

“Obligations” means the Line of Credit Note, the Obligation ofmf®ursement and each and every other debt, liglgilit obligation of
Borrower arising under this Agreement or any ottean Document, whether such debt, liability or ghtion now exists or is hereafter
created or incurred, whether it is direct or indirelue or to become due, absolute or contingeimapy or secondary, liquidated or
unliquidated, or sole, joint, several or joint aseVeral, and whether now in effect or hereaftegrentinto.

“Officer” means a duly appointed and presently sitting affdéeBorrower.
“Original Closing Date” means September 1, 2004.
“Owned Intellectual Property’has the meaning given in Section 5.11(a).

“Owner” means with respect to Borrower, each Person hdegal or beneficial title to an ownership intergsBorrower or a right to
acquire such an interest.

“PACA” means the Perishable Agricultural Commodities Adt).S.C. § 499e, et seq., as amended.
“Parent” means Landec Corporation, a California corporation.

“Pension Plan” means a pension plan (as defined in Section 3(ERIEA) maintained for employees of Borrower or &BISA Affiliate
and covered by Title IV of ERISA.

“Permitted Lien” has the meaning given in Section 6.4(a).

“Person” means any individual, corporation, partnershimtjeienture, limited liability company, associatigmint-stock company, trust,
unincorporated organization or government or argnay or political subdivision thereof.

“Plan” means an employee benefit plan (as defined in &e8(3) of ERISA) maintained for employees of Baren or any ERISA
Affiliate.

“Premises” means all premises where Borrower conducts itsessiand has any rights of possession, includmgriamises described in
Exhibit D attached hereto.

“Producer’s Lien Law”means 855631, et seq. of the California Food amitAlgure Code, and any similar state or federaiges
creating Liens on agricultural products in favomuofpaid growers, producers, or processors.

“Related Documentshas the meaning given in Section 2.2(f)(i).
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“Reportable Event’'means a reportable event (as defined in Sectiol 4DERISA), other than an event for which the ZQ-dotice
requirement under ERISA has been waived in reguiatissued by the Pension Benefit Guaranty Corjoorat

“Security Agreement’means that certain Security Agreement, dated aseif date herewith, executed by Borrower in faddank.

“Security Agreement Re: Patents and Trademark&ans that certain Security Agreement Re: Patadt§ eademarks, dated as of even
date herewith, executed by Borrower in favor of Ban

“Security Agreement and Collateral Assignment oftRership Interest’means that certain Security Agreement and Collbfesignmen
of Partnership Interest, dated as of even datenlireexecuted by Borrower in favor of Bank, witspect to Borrower’s interest in Apio
Cooling.

“Security Documents’means this Agreement, the Lockbox Agreement, tloei8g Agreement, the Security Agreement Re: Patand
Trademarks, the Licensor Agreement, the SecurityeAment and Collateral Assignment of Partnershigrést, and any other agreement,
instrument or document delivered to Bank from timé&ime to secure the Obligations.

“Security Interest’has the meaning given in Section 3.1.

“Solvent” means, with respect to any Person on a particalé, that such Person is not insolvent (as suah iedefined in the Uniform
Fraudulent Transfer Act).

“Special Account”’means a specified cash collateral account mairdairitn Bank in connection with Letters of Credi$, @ntemplated
by Section 2.2.

“Subordination Agreementtfneans the Subordination Agreement of even dateniteteamong Parent, Bank and Borrower, and anyrothe
subordination agreement accepted by Bank from tiiine.

“Subsidiary” means, as to any Person, any Person of which aitgaydthe shares of securities or other interésiging ordinary voting
power for the election of directors or other gowegrbody (other than securities or interests hagimch power only by reason of the
happening of a contingency) are at the time beiadifjoowned, or the management of which is otheevaentrolled, directly, or indirectly
through one or more intermediaries, or both, byhdeerson. Unless otherwise specified, all referghegein to a “Subsidiary” or to
“Subsidiaries” shall refer to a Subsidiary or Sdizmiies of a Borrower.

“Tangible Net Worth”"means the aggregate of the common and preferrekhstiolers’equity in the Companies plus subordinated deb
any intangible assets, determined in accordande @A&AP.
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“Termination Date” means the earliest of (i) August 31, 2007, (ii) da¢e Borrower terminates the Credit Facility,ioy the date Bank
demands payment of the Obligations after an EveEbiedault pursuant to Section 7.2 hereof.

“Total Liabilities” means, as of the date of determination, the agtgegfahe Companies’ consolidated Indebtednesscapitalized
leases less subordinated debt.

“UCC” means the Uniform Commercial Code as in effechéndtate designated in Section 8.15 as the staiseAthws shall govern this
Agreement, or in any other state whose laws am toegjovern this Agreement or any portion hereof.

Section 1.20ther Definitional Terms; Rules of Interpretatiofihe words “hereof”, “herein” and “hereunder” andrds of similar import
when used in this Agreement shall refer to thise®gnent as a whole and not to any particular prawisf this Agreement. All accounting
terms not otherwise defined herein have the meardasgigned to them in accordance with GAAP. Alnedefined in the UCC and not
otherwise defined herein have the meanings assignisgm in the UCC. References to Articles, Segicubsections, Exhibits, Schedules
and the like, are to Articles, Sections and sulisestof, or Exhibits or Schedules attached to, Agjgeement unless otherwise expressly
provided. The words “include”, “includes” and “inling” shall be deemed to be followed by the phfagthout limitation”. Unless the
context in which used herein otherwise clearly netg) “or” has the inclusive meaning representethigyphrase “and/or”. Defined terms
include in the singular number the plural and i pfural number the singular. Reference to anyeageat (including the Loan Documents),
document or instrument means such agreement, dotwnastrument as amended or modified and incéffem time to time in accordance
with the terms thereof (and, if applicable, in adamce with the terms hereof and the other Loarub@nts), except where otherwise
explicitly provided, and reference to any promigsoote includes any promissory note which is aersibn or renewal thereof or a substitute
or replacement therefor. Reference to any law, relgulation, order, decree, requirement, poliejdgline, directive or interpretation means
as amended, modified, codified, replaced or reedadt whole or in part, and in effect on the detieation date, including rules and
regulations promulgated thereunder.

ARTICLE I
AMOUNT AND TERMS OF THE CREDIT FACILITY

Section 2.1line of Credit

(a) AdvancesBank agrees, on the terms and subject to the ¢onsdliberein set forth, to make advances to Borrdmeen time to time
under the Line of Credit (each such advancéjree of Credit Advance”), for working capital and general corporate pugsogrom the date
all of the conditions set forth in Section 4.1 satisfied (théFunding Date” ) to the Line of Credit Maturity Date. Bank shadive no
obligation to make a Line of Credit Advance to éx¢ent the amount of the requested Line of Creditalice exceeds Availability.
Borrower’s obligation to repay the Line of Crediti¥ances shall be evidenced by the Line of CredteNad shall be secured by the
Collateral. Within the limits set forth in this Semn 2.1 and in the Line of Credit Note, Borroweayrfrom time to time prior to the Line of
Credit
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Maturity Date borrow, partially or wholly repay ibsitstanding borrowings, and reborrow under theslghCredit, subject to all of the
limitations, terms and conditions contained hemim the Line of Credit Note.

(b) [Reservec.]
(c) [Reservec.]
(d) Procedures for Requesting Advan.

(i) Time for RequestsBorrower shall request each Line of Credit Adwanot later than 10:00 a.m., San Francisco tim&:@@ a.m.,
San Francisco time, on the last Business Day df samnth, on Christmas eve, and on New Years evé)@Business Day which is the
date the Line of Credit Advance is to be made. Eaaih request shall be effective upon receipt bykBahall be in writing or by
telephone, telecopy transmission or email, to beicoed in writing by Borrower if so requested bgrik, shall be by (i) an Officer of
Borrower; or (ii) a person designated as Borrowagent by an Officer of Borrower in a writing dedired to Bank; or (iii) a person whom
Bank reasonably believes to be an Officer of Bosoar such a designated agent. Borrower shall rappdyne of Credit Advances even
if Bank does not receive such confirmation and afére person requesting a Line of Credit Advanee not in fact authorized to do so.
Any request for a Line of Credit Advance, whetheitten or telephonic, shall be deemed to be a smm@tion by Borrower that the
conditions set forth in Section 4.2 have been fsatiss of the time of the request.

(i) Disbursement Upon fulfillment of the applicable conditions getth in Article IV, Bank shall disburse the preds of the
requested Line of Credit Advance by crediting thms to the Loan Account, on that same Business Ddgss Bank and Borrower shall
agree in writing to another manner of disbursement.

Section 2.2 etter of Credit Subfeature

(a) Letters of Credit As a subfeature under the Line of Credit, Bareag from time to time during the term thereofssuie or cause an
Affiliate to issue irrevocable standby or documeptatters of credit for the account of Borroweadh, a‘'Letter of Credit” and collectively,
“Letters of Credit”); providedthat the aggregate undrawn amount of all outstgndatters of Credit shall not at any time exceezllésser
of:

(i) $500,000 less the L/C Amount,
(i) Availability.

The form and substance of each Letter of Credit bleasubject to approval by Bank, in its sole r#sonable discretion. Each Letter of Ci
shall be subject to the additional terms and camuhtof the Letter of Credit agreements, applicetiand any related documents required by
the Issuer in connection with the issuance thefeaifectively, an‘'L/C Application” ), the
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terms and conditions of which shall supplement¢inms and conditions hereof, but if the terms of sunch L/C Application and the terms of
this Agreement are inconsistent, the terms hetealf sontrol.

(b) Term. No Letter of Credit shall be issued with an expmiate later than the Line of Credit Maturity Date.

(c) Deemed Representatiohny request to issue a Letter of Credit shall bended to be a representation by Borrower that theitons
set forth in Section 4.2 have been satisfied dbeflate of the request.

(d) Special Accountlf the Credit Facility is terminated for any reaswhile any Letter of Credit is outstanding, Bavey shall thereupon
pay Bank in immediately available funds for depasithe Special Account an amount equal to the Af@unt. The Special Account shall be
an interest bearing account with Bank. Bank mayyagmounts on deposit in the Special Account attang or from time to time to the
Obligations in Bank’s sole discretion. Borrower mrayt withdraw any amounts on deposit in the Spestalount as long as Bank maintains a
security interest therein. Bank agrees to trarafigrbalance in the Special Account to Borrower wBank is required to release its security
interest in the Special Account under applicable la

(e) Payment of Amounts Drawn Under Letters of Crediligation of ReimbursemenBorrower shall pay to Bank any and all amounts
required to be paid under the applicable L/C Amdlan, when and as required to be paid therebyttadmounts designated below, when
and as designated:

(i) Borrower shall pay to Bank on the day aftlis honored under any Letter of Credit a sumaétpall amounts drawn under such
Letter of Credit plus any and all reasonable chaiayel expenses that the Issuer or Bank may pancor ielative to such draw and the
applicable L/C Application, plus interest on althuiamounts, charges and expenses as set forth f@tvower’s obligation to pay all
such amounts is herein referred to as‘@ieligation of Reimbursement}.

(ii) Whenever a draft is submitted under atéedf Credit, Borrower authorizes Bank to makereelof Credit Advance in the amount
of the Obligation of Reimbursement and to applygleceeds of such Line of Credit Advance theretmhd.ine of Credit Advance shall
be repayable in accordance with and be treatelli atheer respects as a Line of Credit Advance heden

(i) If a draft is submitted under a Lettdr@redit when Borrower is unable, because a Defaettod exists or for any other reason, to
obtain a Line of Credit Advance to pay the Obligatof Reimbursement, Borrower shall pay to Banklemand and in immediately
available funds, the amount of the Obligation offtursement together with interest, accrued froendhte of the draft until payment in
full at the Default Rate. Notwithstanding Borrowseinability to obtain a Line of Credit Advance famy reason, Bank is irrevocably
authorized, in its sole discretion, to make a

-15 -




Line of Credit Advance in an amount sufficient isatharge the Obligation of Reimbursement and afwed but unpaid interest thereon.

(iv) Borrower's obligation to pay any Line @fedit Advance made under this Section 2.2, slea#yidenced by the Line of Credit
Note and shall bear interest as provided therein.

(f) Obligations Absolute Borrower’s obligations arising under this Sectib@ shall be absolute, unconditional and irrevtesadnd shall
be paid strictly in accordance with the terms @ Bection 2.2, under all circumstances whatsoéwelyding (without limitation) the
following circumstances:

(i) any lack of validity or enforceability afny Letter of Credit or any other agreement orumeent relating to any Letter of Credit
(collectively the'Related Documents?;

(i) any amendment or waiver of or any congerdeparture from all or any of the Related Docntse

(iii) the existence of any claim, setoff, dese or other right which Borrower may have at amgt against any beneficiary or any
transferee of any Letter of Credit (or any persmnentities for whom any such beneficiary or anghstransferee may be acting), or other
person or entity, whether in connection with thgrédement, the transactions contemplated hereim thiei Related Documents or any
unrelated transactions;

(iv) any statement or any other document prieseunder any Letter of Credit proving to be fakgeaudulent, invalid or insufficient
any respect or any statement therein being untriugaocurate in any respect whatsoever;

(v) payment by or on behalf of the Issuer uradey Letter of Credit against presentation ofa&tdor certificate which does not strictly
comply with the terms of such Letter of Credit; or

(vi) any other circumstance or happening woeter, whether or not similar to any of the foregpi
Section 2.3[Reserved].
Section 2.4[Reserved].
Section 2.5Interest; Default Interest; Participations; Usurollection of Payment.
(a) Notes. Except as set forth in Subsections (b) and je) ptitstanding principal balance of the Line ofdiirBlote shall bear interest at
the rate of interest, and in the manner, set fitliéhhein, and shall be due as set forth therein.
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(b) Default Interest Rate The principal of the Line of Credit outstandimgrh time to time shall bear interest at the appliedefault
Rates, as more fully described in the Line of Qridite. Bank’s election to charge such Default Rateall be in its sole discretion and shall
not be a waiver of any of its other rights and rdieg. Bank’s election to charge interest at theaDeRate for less than the entire period
during which the Default Rate may be charged siatlbe a waiver of its right to subsequently chahgeDefault Rate for the entirety of
another Default Period.

(c) [Reserved ]

(d) Participations. If any Person shall acquire a participation i tline of Credit or the Obligation of Reimbursemddarrower shall be
obligated to Bank to pay the full amount of allerést calculated under this Section 2.5, along alltbther fees, charges and other amounts
due under this Agreement, regardless if such Pesmts to accept interest with respect to itsigipgtion at a lower rate than that calculated
under this Section 2.5, or otherwise elects to pidess than its pro rata share of such fees, esagd other amounts due under this
Agreement.

(e) Usury. In any event, no rate change shall be put infecefvhich would result in a rate greater thantitghest rate permitted by law.
Notwithstanding anything to the contrary contaiimedny Loan Document, all agreements which eitloav are or which shall becon
agreements between Borrower and Bank are herelitgdirso that in no contingency or event whatsostail the total liability for payments
in the nature of interest, additional interest atiter charges exceed the applicable limits impdseany applicable usury laws. If any
payments in the nature of interest, additionalregeand other charges made under any Loan Docuanehield to be in excess of the limits
imposed by any applicable usury laws, it is agithedl any such amount held to be in excess shalbbsidered payment of principal
hereunder, and the indebtedness evidenced by tieedfiCredit Note shall be reduced by such amouthat the total liability for payments
the nature of interest, additional interest anctotharges shall not exceed the applicable limifsised by any applicable usury laws, in
compliance with the desires of Borrower and Bartkis provision shall never be superseded or waivedshall control every other provision
of the Loan Documents and all agreements betweerBer and Bank, or their successors and assigns.

(f) Collection of PaymentsAll payments to Bank shall be made in immediatatgilable funds and shall be applied to the Oliligs
upon receipt by Bank. Bank may hold all paymentsconstituting immediately available funds for tar@) additional days before applying
them to the Obligations then due and payable. StljeSection 7.7 of this Agreement, all paymenith wespect to the Obligations may be
applied, and in Bank’s sole discretion reversedrangdpplied, to the Obligations, in such order arahner as Bank shall determine in its sole
discretion.
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Section 2.6Fees.

(a) Commitment FeeBorrower shall pay to Bank a non-refundable comment fee for the Line of Credit equal to $5,000:00ich fee
shall be due and payable in full on the ClosingeDat

(b) Collateral Monitoring Fees Borrower shall pay to Bank, within 15 days afteitten demand, collateral monitoring fees, atthies
established from time to time by Bank as its afedt, in connection with any audits or inspectiomsducted at any time after the Borrowing
Base Trigger Date by or on behalf of Bank of anylaeral or Borrower’s operations or business,udahg, without limitation, audits and
inspections conducted by or on behalf of Bank asqfdats normal monthly collateral monitoring pexs as have been conducted by Bank
with respect to the Collateral since the Originkdgihg Date, together with all actual out-of-pockests and expenses incurred in conducting
any such audit or inspection. Such collateral novimg fees shall not exceed $1,200 per month udd3efault Period is continuing.

(c) Letter of Credit FeesBorrower shall pay to Bank a fee with respeatdoh Letter of Credit, if any, accruing on a daisis and
computed at the per annum rate of one percent¥d),08f the aggregate amount that may then be drawder it assuming compliance with
conditions for drawing (théAggregate Stated Amouny, from and including the date of issuance of suetter of Credit until such date as
such Letter of Credit shall terminate by its tende returned to the Issuer, due and payable ryointlarrears on the first day of each month
and on the expiration date therepifovidedthat during Default Periods, in Bank’s sole diseretand without waiving any of its other rights
and remedies, such fee shall increase to threempe{8.00%) of the Aggregate Stated Amount. Thedomg fee shall be in addition to any
and all fees, commissions and charges of the Issitierespect to or in connection with such LetéCredit.

(d) Letter of Credit Administrative FeeBorrower shall pay to Bank, within fifteen (15y$ after written demand, the administrative fees
charged by the Issuer in connection with the hawpaf drafts under any Letter of Credit, amendmémseto, transfers thereof and all other
activity with respect to any Letters of Creditla¢ then-current rates published by the Issuerdohn services rendered on behalf of customers
of the Issuer generally.

(e) Prepayment FeesBorrower shall pay prepayment fees, if any, mdimount and manner described in the Line of Chtalie.

(f) Unused Line FeeOn the first day of each calendar quarter duttiregterm of this Agreement, Borrower shall pay &nB, in arrears fc
the immediately preceding calendar quarter, aneshiise fee in an amount equal to 0.100% per antimes the result of (a) the Line of
Credit Commitment Amount less (b) the sum of (§ #verage Daily Balance of indebtedness underitieedf Credit outstanding during the
immediately preceding calendar quarter and (ii)aherage Daily Balance of the L/C Amount during ithenediately preceding calendar
quarter. The unused line fee due under this papagifa shall not be payable following the termioatiand payment in full of the Line of
Credit.
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(g) Audit Feesln addition to the fees described in paragraploflthis Section 2.6, Borrower shall pay Bank, withb days after written
demand, fees in connection with any audits or iospes conducted by or on behalf of Bank of Borroaeperations or business at the rates
established from time to time by Bank as its atedis, together with all actual out-of-pocket ca@std expenses incurred in conducting any
such audit or inspection. There shall be no maae tine such audit of Borrower per year unless aubdelPeriod is continuing, in which case
Bank may conduct as many audits as it may require.

(h) Other Fees Bank may from time to time, upon five (5) day®p#vritten notice to Borrower during a Default e, charge addition:
fees for Line of Credit Advances made and LettéiGredit issued in excess of Availability, for latelivery of reports and in lieu of imposi
interest at the Default Rate. Borrower’s requestftine of Credit Advance or the issuance of ddredf Credit at any time after such notice
is given and such five (5) day period has elapbedl sonstitute Borrower’s agreement to pay the f@escribed in such notice.

Section 2.7Increased Costs; Capital Adequacy; Funding Exceystio

(a) Increased Costs; Capital Adequaclf Bank determines at any time that its Retusdafined below) has been reduced as a result of
any Rule Change (as defined below), Bank may séyr®borrower and require Borrower, beginning thi(B0) days after such notice is
received by Borrower, to pay it the amount necgstarestore its Return to what it would have bkad there been no Rule Change. For
purposes of this Section 2.7:

(i) “Capital Adequacy Rule’means any law, rule, regulation, guideline, dirastrequirement or request regarding capital adsqua
the interpretation or administration thereof by &gvernmental Authority, whether or not having thece of law, that applies to any
Related Bank (as defined below), including rulegiigng financial institutions to maintain totalpital in amounts based upon
percentages of outstanding loans, binding loan cioments and letters of credit.

(i) “L/C Rule” means any law, rule, regulation, guideline, direstrequirement or request regarding letters dditrer the
interpretation or administration thereof by any @mmental Authority, whether or not having the #of law, that applies to any Related
Bank, including those that impose taxes, dutiestloer similar charges, or mandate reserves, spagmisits or similar requirements
against assets of, deposits with or for the accofjrdr credit extended by any Related Bank, otetstof credit.

(iii) “Related Bank”includes (but is not limited to) Bank, any parehBank and any assignee of any interest of Bankureter.

(iv) “Return” , for any period, means the percentage determigetividing (i) the sum of interest and ongoing feasned by Bank
under this Agreement during such period, by (i@ #verage capital such Bank is required to mairtaiing such period as a result of its

being a party to this Agreement, as determined dnykBased upon its total capital requirements amégonable attribution formula that
takes account
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of the Capital Adequacy Rules and L/C Rules, (filayable) then in effect, costs of issuing or maining any Advance or Letter of Cre
and amounts received or receivable under this Ageae or the Line of Credit Note with respect to &uwance or Letter of Credit.
Return may be calculated for each calendar quangifor the shorter period between the end ofendalr quarter and the date of
termination in whole of this Agreement.

(v)“Rule Change”means any change in any Capital Adequacy Rule/@Rule, (if applicable) occurring after the datetos
Agreement, but the term does not include any chatig at the Funding Date are scheduled to ta@epinder the existing Capital
Adequacy Rules, or L/C Rules or any increasesarctpital that Bank is required to maintain toeReent that the increases are required
due to a regulatory authority’s assessment ofBlaak’s financial condition.

(b) The initial notice sent by Bank shall lemtsas promptly as practicable after Bank learasith Return has been reduced, shall include &
demand for payment of the amount necessary toreeB@nk’s Return for the subsequent quarter in kvttie notice is sent, and shall state in
reasonable detail the cause for the reductiorsiRé@turn and its calculation of the amount of sectuction. Thereafter, Bank may send a new
notice during each calendar quarter setting fdréhdalculation of the reduced Return for that araahd including a demand for payment of
the amount necessary to restore its Return forghatter. Bank’s calculation in any such noticeldteprima facie evidence of such amount.

(c) Borrower shall not be required to compéa&ank pursuant to the provisions of this SecBighfor any reduction of its Return suffered
more than 90 days prior to the date that Bank iestiBorrower of the Rule Change giving rise to statfuction and of Bank’s intention to
claim compensation therefor.

Section 2.8_ockbox. Borrower shall instruct all Account Debtors to/fa Accounts directly to the Lockbox. If, notwiitanding such
instructions, Borrower receives any payments onodats, Borrower shall deposit such payments ingoLitckbox Account.

Section 2.9Mandatory PrepaymentWithout notice or demand, if the sum of the aarsling principal balance of the Line of Credit
Advances plus the L/C Amount shall at any time exicihe Borrowing Base, Borrower shall (i) firstnmadiately prepay the Line of Credit
Advances to the extent necessary to eliminate sucbss; and (ii) if prepayment in full of the LioECredit Advances is insufficient to
eliminate such excess, pay to Bank in immediateilable funds for deposit in the Special Accoumaaount equal to the remaining excess.
Any payment received by Bank under this Sectiom2a§ be applied to the Obligations, in such ordetia such amounts as Bank, in its
reasonable discretion, may from time to time deteem

Section 2.10.ine of Credit Advances to Pay Obligatiardotwithstanding anything in Section 2.1, Bank miayits discretion at any time
or from time to time, without Borrower’s requestagven if the conditions set forth in Section 4@nd not be satisfied, make a Line of
Credit Advance in an amount equal to the portiothefObligations from time to time due and
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payable. Bank will use its commercially reasondigst efforts to provide Borrower with prompt notaféer any such Advance pursuant to
this Section 2.10 has been mapiegvidedthat any failure by Bank to provide such noticellshat be deemed to be a breach or default by
Bank of its obligations hereunder.

Section 2.11Liability Records Bank may maintain from time to time, at its detgwn, records as to the Obligations. All entriezde on
any such record shall be presumed correct untitdaer establishes the contrary. Upon Bank’s demBod,ower will admit and certify in
writing the exact principal balance of the Obligas that Borrower then asserts to be outstanding.billing statement or accounting
rendered by Bank shall be conclusive and fully lsigdbn Borrower unless Borrower gives Bank spedifittten notice of exception within
30 days after receipt.

ARTICLE Il
SECURITY INTEREST

Section 3.1Grant of Security InterestBorrower hereby pledges, assigns and grants ié,Band reaffirms its prior pledge, assignment
grant to Bank of, a lien and security interestl@mlvely referred to as tH&ecurity Interest”) in the Collateral, as security for the payment
and performance of the Obligations. Upon requesdmyk, Borrower will grant Bank a security intergsall commercial tort claims it may
have against any Person.

All of the foregoing shall be evidenced by autbject to the terms of such security agreeméntmcing statements and other documents
as Bank shall reasonably require, all in form amostance satisfactory to Bank (including, withanritation, the Security Documents).
Borrower shall reimburse Bank within fifteen (15yd after written demand for all reasonable castkexpenses incurred by Bank in
connection with any of the foregoing security, idihg without limitation, filing and recording feesd costs of appraisals and audits.

Section 3.2Financing StatementsBorrower authorizes Bank to file from time to &where permitted by law, such financing statements
against collateral described as “all personal ptgp@r describing specific items of collateral inclugicommercial tort claims as Bank dee
necessary or useful to perfect the Security Inteiesdluding, without limitation, amendments to dimancing statements that were filed prior
to the Closing Date. A carbon, photographic or ptheroduction of this Agreement or of any financstatements authorized by Borrower is
sufficient as a financing statement and may be file a financing statement in any state to pettiecsecurity interests granted hereby. For
this purpose, the following information is set fort

Name and address of Debtor:

Apio, Inc.

4575 West Main Street

Guadalupe, CA 93434

Federal Employer Identification No. 77-0528042
Organizational Identification No. 2863977
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Name and address of Secured Party:

Wells Fargo Bank, National Association
400 Hamilton Avenue, P.O. Box 150
Palo Alto, CA 94302

ARTICLE IV
CONDITIONS OF LENDING

Section 4.1Conditions Precedent to the Initial Advances anttdreof Credit. The obligation of Bank to extend any credit compéated b
this Agreement is subject to the fulfillment to Bansatisfaction of all of the following conditions

(a) This Agreement, duly executed by Borrower.
(b) The Line of Credit Note, duly executedBxyrrower.

(c) To the extent not previously deliveredannection with the closing of the Original Agreaemhe true and correct copy of any and all
leases pursuant to which Borrower is leasing tieeniges, together with a landlord’s disclaimer amdsent with respect to each such lease.

(d) To the extent not previously delivereccannection with the closing of the Original Agreeme true and correct copy of any and all
mortgages pursuant to which Borrower has mortgaigedremises, together with a mortgagee’s disclaamd consent with respect to each
such mortgage.

(e) To the extent not previously delivered¢émnection with the closing of the Original Agreamehe Life Insurance Assignment (if any),
properly executed by the beneficiary and ownerebirand the Life Insurance Policy (if any), togethvith evidence that such Life Insurance
Policy is subject to no assignments or encumbraottess than the Life Insurance Assignment.

(f) [Reserved].

(g) To the extent not previously delivereccannection with the closing of the Original Agreemeontrol agreements, duly executed by
Borrower and each bank at which Borrower maintdigysosit accounts.

(h) Each of the Security Agreement, the Ségdxgreement Re: Patents and Trademarks, the Licehgreement, and the Security
Agreement and Collateral Assignment of Partnerstftigrest, duly executed by Borrower.

(i) A Guaranty, duly executed by Parent.
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() The Subordination Agreement, duly execuigdParent and acknowledged by Borrower.
(k) [Reserved].
() [Reserved].

(m) One or more certificates of Borrower’s f&ary or Assistant Secretary certifying that dittto such certificate, or incorporated
therein, are (i) the resolutions of Borrower’s Bi@s and, if required, Owners, authorizing thecetion, delivery and performance of the
Loan Documents to which Borrower is a party, fii)e, correct and complete copies of Borrower’s @arent Documents, and (iii) examples
of the signatures of Borrower's Officers or agemithorized to execute and deliver the Loan Docusi@nivhich Borrower is a party and
other instruments, agreements and certificatebjdimg requests for Advances, on Borrower's behalf.

(n) A current certificate issued by the Sesmedf State of Delaware, certifying that Borroviem good standing and is in compliance with
all applicable formation requirements of the Sti#tBelaware.

(o) One or more certificates of Parent’s Stazyeor Assistant Secretary certifying that attatteesuch certificate, or incorporated therein,
are (i) the resolutions of Parent’s board of divestand, if required, owners, authorizing the exeoy delivery and performance of the Loan
Documents to which Parent is a party, (ii) trueyect and complete copies of Parent’s Constituetuhents, and (iii) examples of the
signatures of Parent’s corporate officers or agautBorized to execute and deliver the Loan Docusienwhich Parent is a party and other
instruments, agreements and certificates on Parbatialf.

(p) A current certificate issued by the Sesmedf State of California, certifying that Paréhin good standing and is in compliance witt
applicable formation requirements of the State alifGrnia.

(g) Evidence that Borrower is duly licensedjoalified to transact business in all jurisdicsamhere the character of the property owned or
leased or the nature of the business transactédigkes such licensing or qualification necessary.

(r) A certificate of an Officer of Borrower ofirming the representations and warranties s¢t fior Article V.
(s) A favorable opinion of counsel to Borrovesrd Parent, addressed to Bank.

(t) Certificates of the insurance requiredelmder, with all hazard insurance containing ade'sdoss payable endorsement in Bank’s
favor and with all liability insurance naming Baa& an additional insured.
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(u) Payment of the fees and commissions ddemsection 2.6 through the date of the initial Adlees or Letter of Credit and reasonable
expenses incurred by Bank through such date andreelto be paid by Borrower under Section 8.5uiding all reasonable legal expenses
incurred through the date of this Agreement.

(v) [Reserved].

(w) Review and approval by Bank of the Compahinternally prepared financial statements fer period ended May 31, 2005.

(x) Review and approval by Bank of Parent’'ssmidating internally prepared financial statensefot the period ended May 31, 2005.
(y) Review and approval of the Companies’ otidated financial projections.

(z) Satisfactory results of invoice verifieats and vendor references.

(aa) Review and approval by Bank of all matesagreements, including licensing agreements ltioggreements, shareholder debt
agreements, the management fee agreement, eaagregiments, seller notes, mortgage agreementsegomntracts, material leases, and the
agreements relating to the sale of Borrower's deimesmmodity vegetable business.

(bb) No material adverse change in the firdrmndition of the Companies or Parent shall haseirred since the date of the most recent
financial statement of Borrower received by Bank.

(cc) To the extent not previously delivereaddamnection with the closing of the Original Agresmh true and complete copies of all license
agreements pursuant to which Borrower licensedreyiectual Property Rights, together with a canige assignment to Bank or its nomir
from each licensor thereof.

(dd) Such other documents as Bank may reaboreduire.

Section 4.2Conditions Precedent to All Advances and LetteiGreflit. The obligation of Bank to make each extensiooretlit requeste
by Borrower hereunder shall be subject to thelfoiént to Bank’s satisfaction of each of the foliag conditions:

(a) the representations and warranties cogdaim Article V are correct on and as of the ddtsugh extension of credit as though made on
and as of such date, except to the extent thatrsychsentations and warranties relate solely teaglfer date;

(b) no event has occurred and is continuingyauld result from such extension of credit whadnstitutes a Default or an Event of
Default; and
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(c) no injunction, writ, restraining order, @her order of any nature prohibiting, directlyimdirectly, the extending of such credit shall
have been issued and remain in force by any GowentahAuthority against Borrower, Bank, or any lndit Affiliates.

ARTICLE V
REPRESENTATIONS AND WARRANTIES

Borrower represents and warrants to Bank lémie:

Section 5.1Existence and Power; Name; Chief Executive Officeentory and Equipment Locations; Federal Empldgentification
Number. Borrower is a corporation, duly organized, validkisting and in good standing under the lawdef$tate of Delaware, and is duly
licensed or qualified to transact business inulbgictions where the character of the propertypeavor leased or the nature of the business
transacted by it makes such licensing or qualificahecessary. Borrower has all requisite poweratority to conduct its business, to own
its properties and to execute and deliver, andetéopm all of its obligations under, the Loan Do@nts to which it is a party. During its
existence, Borrower has done business solely uhdarames set forth in Schedule 5.1 and all of &wer’'s records relating to its business or
the Collateral are kept at the location set foritSahedule 5.1. Borrower’s chief executive offioe principal place of business is located at
the address set forth in Schedule 5.1. All Invgntord Equipment is located at that location orret of the other locations listed in
Schedule 5.1. Borrower’s federal employer iderdifien number and organizational identification ne@mare each correctly set forth in
Section 3.2.

Section 5.2Capitalization. Schedule 5.2 constitutes a correct and compkdteflall ownership interests of Borrower and tgto acquire
ownership interests including the record holdembar of interests and percentage interests oryadillited basis, and an organizational
chart showing the ownership structure of all Suiasies of Borrower.

Section 5.3Authorization of Borrowing; No Conflict as to Law Agreements The execution, delivery and performance by Bogoof
the Loan Documents to which it is a party and thedwings from time to time hereunder have beewy duthorized by all necessary
corporate action and do not and will not (i) reguany consent or approval of Borrower’s Ownery;réiquire any authorization, consent or
approval by, or registration, declaration or filwgh, or notice to, any Governmental Authority,amy third Person, except such authoriza
consent, approval, registration, declaration, dilor notice as has been obtained, accomplishetven grior to the date hereof; (iii) violate
any provision of any law, rule or regulation (inding Regulation X of the Board of Governors of Fexleral Reserve System) or of any or
writ, injunction or decree presently in effect hayiapplicability to Borrower or of Borrower’s Coitaent Documents; (iv) result in a breach
of or constitute a default under any indentureoanlor credit agreement or any other material ageeé, lease or instrument to which
Borrower is a party or by which it or its propestimay be bound or affected, in each case, thedailiwhich to comply with would result ir
Material Adverse Effect; or (v) result in, or reggjithe creation or imposition of any Lien (othear the Security Interest) upon or with
respect to any of the properties now owned or Hineacquired by Borrower.
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Section 5.4Legal AgreementsThis Agreement and the other Loan Documents ticlwBorrower is a party, upon their execution and
delivery in accordance with the provisions hereol, constitute the legal, valid and binding obligens of Borrower, enforceable against
Borrower in accordance with their respective terexgept as enforcement may be limited by equitpbteciples or by bankruptcy,
insolvency, reorganization, moratorium, or simlews relating to or limiting creditors’ rights geady.

Section 5.5Subsidiaries Borrower has no Subsidiaries other than as s#t io Schedule 5.5 hereto.

Section 5.6Financial Condition; No Adverse ChangBorrower has furnished to Bank the Compan#slited financial statements for 1
fiscal year ended May 31, 2005, and those statenfiainly present in all material respects the Conigsl financial condition on the dates
thereof and the results of their operations antl fasvs for the periods then ended and were prep@raccordance GAAP. Since the date of
the most recent financial statements, there has bheehange in the Companies’ business, propetiesndition (financial or otherwise)
which has had a Material Adverse Effect.

Section 5.7Litigation . There are no actions, suits or proceedings pgralinto Borrower’s knowledge, threatened againstfiecting
Borrower or any of its Affiliates or the propertieBorrower or any of its Affiliates before anyurbd or governmental department,
commission, board, bureau, agency or instrumeptaldmestic or foreign, which, is reasonably likedybe adversely determined and, if
determined adversely to Borrower or any of its Wfes, would have a Material Adverse Effect.

Section 5.8Regulation U. Borrower is not engaged in the business of extencredit for the purpose of purchasing or camgymmargin
stock (within the meaning of Regulation U of theaBsh of Governors of the Federal Reserve Systerd)narpart of the proceeds of any
Advance will be used to purchase or carry any nmestpck or to extend credit to others for the pagpof purchasing or carrying any margin
stock.

Section 5.9Taxes. Borrower and its Affiliates have paid or causedé¢ paid to the proper authorities when due diffal, state and local
taxes required to be paid by each of them (othear thxes that are being contested in good faithutiir appropriate processes and for which
adequate reserves have been established) and Bornew no knowledge of any pending assessmentfustments of its income tax payal
with respect to any year or the income tax payhplany Affiliate with respect to any year. Borrovaard its Affiliates have filed all federal,
state and local tax returns which to the knowlealgine Officers of Borrower or the officers of aAffiliate, as the case may be, are required
to be filed, and Borrower and its Affiliates hava&ighor caused to be paid to the respective taxitigaaities all taxes as shown on said returns
or on any assessment received by any of them textteat such taxes have become due.

Section 5.10Titles and Liens Borrower has good and absolute title to all Gelial free and clear of all Liens other than Peaeditiens.
No financing statement naming Borrower as debtonigile in any office except to perfect only Pettexl Liens.
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Section 5.11Intellectual Property Rights

(a) Owned Intellectual PropertySchedule 5.11 (as updated by written notice tokBeom time to time) contains a complete list bf a
patents, applications for patents, trademarks,iegins for trademarks, service marks, applicatifum service marks, mask works, trade
dress and copyrights for which Borrower is the segged owner (thBOwned Intellectual Property”. Except for Immaterial Intellectual
Property Rights or as disclosed on Schedule 5ijlBprower owns the Owned Intellectual Propersefiand clear of all restrictions
(including covenants not to sue a third party),rtonders, injunctions, decrees, writs or Liensgthier by written agreement or otherwise,
(i) no Person other than Borrower owns or has lgganted any right in the Owned Intellectual Propdiii) all Owned Intellectual Property
is valid, subsisting and enforceable and (iv) Baebhas taken all commercially reasonable actia@ssary to maintain and protect the
Owned Intellectual Property.

(b) Agreements with Employees and Contractd@srrower has entered into a legally enforceagle@ment with each of its employees
and subcontractors obligating each such Persossigrato Borrower, without any additional compeiwsatany Intellectual Property Rights
created, discovered or invented by such Persdmeicaurse of such Person’s employment or engagenigmBorrower (except to the extent
prohibited by law), and further requiring such Perso cooperate with Borrower, without any addiiboompensation, in connection with
securing and enforcing any Intellectual Propertytf® thereinprovidedthat the foregoing shall not apply with respectteployees and
subcontractors whose job descriptions are of the such that no such assignments are reasonabbefable.

(c) Intellectual Property Rights Licensed from OtheB8chedule 5.11 (as updated by written notice tokBeom time to time) contains a
complete list of all agreements under which Borrohees licensed Intellectual Property Rights frorother Person ‘(Licensed Intellectual
Property” ) other than readily available, nhon-negotiatedrgzs of computer software and other intellectuaperty used solely for
performing accounting, word processing and singidministrative tasks“QOff-the-shelf Software”) and a summary of any ongoing payments
Borrower is obligated to make with respect therBixcept as disclosed on Schedule 5.11 and in wréttgeements copies of which have been
given to Bank, Borrower’s licenses to use the Lsshintellectual Property are free and clear ofedtrictions, Liens, court orders,
injunctions, decrees, or writs, whether by writtgmeement or otherwise. Except as disclosed ondBth&.11 (as updated by written notice
to Bank from time to time), Borrower is not obligdtor under any liability whatsoever to make anynpants of a material nature by way of
royalties, fees or otherwise to any owner of, |gmrof, or other claimant to, any Intellectual Rrdp Rights.

(d) Other Intellectual Property Needed for BusineExcept for Off-the-shelf Software and as disctbsa Schedule 5.11 (as updated by
written notice to Bank from time to time), the Owinatellectual Property and the Licensed Intellat®roperty constitute all Intellectual
Property Rights used or necessary to conduct Bar'svbusiness as it is presently conducted or asBer reasonably foresees conducting
it.
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(e) Infringement Except as disclosed on Schedule 5.11 (as upthgteditten notice to Bank from time to time), Bower has no
knowledge of, and has not received any writtemtlai notice alleging, any Infringement of anotherddn’s Intellectual Property Rights
(including any written claim that Borrower mustditse or refrain from using the Intellectual Prop&ights of any third party) nor, to
Borrower’s knowledge, is there any threatened clairany reasonable basis for any such claim.

Section 5.1Plans. Except as disclosed to Bank in writing priorhe tdate hereof, neither Borrower nor any ERISAl#sfié (i) maintains
or has maintained any Pension Plan, (ii) contribatehas contributed to any Multiemployer Planiidr §rovides or has provided post-
retirement medical or insurance benefits with respeemployees or former employees (other tharfitsirequired under Section 601 of
ERISA, Section 4980B of the IRC or applicable state). Neither Borrower nor any ERISA Affiliate hesceived any notice or has any
knowledge to the effect that it is not in full coliapce with any of the requirements of ERISA, tR&€lor applicable state law with respect to
any Plan. No Reportable Event exists in conneatiith any Pension Plan. Each Plan which is intertdegualify under the IRC is so
qualified, and no fact or circumstance exists whitdy have an adverse effect on the Plan’s tax{fiphtatus. Neither Borrower nor any
ERISA Affiliate has (i) any accumulated funding idefncy (as defined in Section 302 of ERISA andti®ec412 of the IRC) under any Plan,
whether or not waived, (ii) any liability under $iea 4201 or 4243 of ERISA for any withdrawal, palrtvithdrawal, reorganization or other
event under any Multiemployer Plan or (iii) anybiility or knowledge of any facts or circumstancdsiah could result in any liability to the
Pension Benefit Guaranty Corporation, the InteRelenue Service, the Department of Labor or anygizaint in connection with any Plan
(other than routine claims for benefits under tten

Section 5.13Default. Borrower is in compliance with all provisionsalf agreements, instruments, decrees and ordevkith it is a part
or by which it or its property is bound or affectélte breach or default of which could have a Mat&dverse Effect.

Section 5.14Environmental Matters

(a) To Borrower’s best knowledge, there arepnesent in, on or under the Premises any Hazar8abstances in such form or quantity as
to create any material liability or obligation feither Borrower or Bank under common law of anysgiction or under any Environmental
Law, and no Hazardous Substances have ever beed,dbarried, spilled, leaked, discharged, emitteblzased in, on or under the Premises
in such a way as to create any such material iliabil

(b) To Borrower’s best knowledge, Borrower has disposed of Hazardous Substances in such aanas to create any material liability
under any Environmental Law.

(c) To Borrowers best knowledge, there are not any requests, glaiatices, investigations, demands, administrgtieeeedings, hearin
or litigation, relating in any way to the PremisgsBorrower, alleging material liability under, Yédion of, or noncompliance with
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any Environmental Law or any license, permit oreothuthorization issued pursuant thereto. To Boertswbest knowledge, no such matter is
threatened or impending.

(d) To Borrower’s best knowledge, Borrowerissimesses are and have in the past always beenateddn accordance with all
Environmental Laws and all licenses, permits ametoauthorizations required pursuant to any Envitental Law and necessary for the
lawful and efficient operation of such businesgesimBorrower’s possession and are in full fornd affect. No permit required under any
Environmental Law is scheduled to expire withinm@nths and there is no threat that any such pevithibe withdrawn, terminated, limited
or materially changed.

(e) To Borrower’s best knowledge, the Premaesnot and never have been listed on the NatPmnatities List, the Comprehensive
Environmental Response, Compensation and Liabiifigrmation System or any similar federal, statéogal list, schedule, log, inventory or
database.

(f) Borrower has delivered to Bank all envinoental assessments, audits, reports, permits sksesind other documents describing or
relating in any way to the Premises or Borrowetisibesses.

Section 5.155ubmissions to BanlAll financial and other information provided t@Bk by or on behalf of Borrower in connection with
Borrower’s request for the credit facilities confdated hereby is (i) true and correct in all materéspects, (i) does not omit any material
fact necessary to make such information not mishgpand (iii) as to projections, valuations or noha financial statements, present a good
faith opinion as to such projections, valuationd proforma condition and results.

Section 5.16Financing StatementsBorrower has authorized the filing of financirtgtements sufficient when filed to perfect the Sigu
Interest and the other security interests creayetid Security Documents. When such financing statds are filed in the offices noted
therein, Bank will have a valid and perfected siigumterest in all Collateral which is capableling perfected by filing financing
statements. None of the Collateral is or will beeaarfixture on real estate, unless a sufficierttifix filing is in effect with respect thereto.

Section 5.17Rights to PaymentTo Borrower’s best knowledge, each right to pagtaad each instrument, document, chattel paper and
other agreement constituting or evidencing Colkdtir (or, in the case of all future Collateralllyee when arising or issued) the valid,
genuine and legally enforceable obligation, subjeeto defense, setoff or counterclaim, of the Actdebtor or other obligor named therein
or in Borrower’s records pertaining thereto as faibligated to pay such obligation.

Section 5.1&ligible Accounts All Accounts that are included in the Borrowingdg are Eligible Accounts, and meet the definition
thereof.

Section 5.19Reserved]
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Section 5.20raudulent Transfer Borrower is Solvent. No transfer of property &rgy made by Borrower and no obligation is being
incurred by Borrower in connection with the trartgats contemplated by this Agreement or the otlear Documents with the intent to
hinder, delay, or defraud either present or futweslitors of Borrower.

Section 5.21Permits, FranchisesBorrower possesses, and will hereafter posskggranits, consents, approvals, franchises arahfies
required and rights to all trademarks, trade napa®nts, and fictitious names, if any, necessagnable it to conduct the business in which
it is now engaged in compliance with applicable kvd the failure of which to obtain would resuleiMaterial Adverse Effect.

Section 5.22No Subordination There is no agreement, indenture, contract drument to which Borrower is a party or by which
Borrower may be bound that requires the subordinati right of payment of any of Borrower’s obligats subject to this Agreement to any
other obligation of Borrower.

ARTICLE VI
COVENANTS

So long as the Obligations shall remain unpaidhe Credit Facility shall remain outstandiBgrrower will comply with the following
requirements, unless Bank shall otherwise consentiting:

Section 6.1Punctual PaymentsBorrower shall punctually pay all principal, irgst, fees or other liabilities due under any ef tloan
Documents at the times and place and in the mapesified therein.

Section 6.2Reporting Requirementd8Borrower will deliver, or cause to be deliver&miBank each of the following, which shall be imrfo
and detail acceptable to Bank:

(a) Financial Statements

(i) As soon as available, and in any evenhinitl20 days after the end of each fiscal yearavé/, Borrower will deliver, or cause to
be delivered, to Bank, Parent’s audited finandiatlesnents with the unqualified opinion of indepemtd=ertified public accountants
selected by Parent and acceptable to Bank, whighafinancial statements shall include Parentlarze sheet as at the end of such
fiscal year and the related statements of Paramttsne, reconciliation of retained earnings andhdbmswvs for the fiscal year then ended,
prepared on a consolidated basis to include aniigtés, all in reasonable detail and prepareccooedance with GAAP, together with
(A) copies of all management letters prepared loy siccountants; and (B) a certificate of the cfirefncial officer of Borrower stating
that such financial statements have been preparaccordance with GAAP, fairly represent Pareritiaricial position and the results of
its operations, and whether or not such officerkrasviedge of the occurrence of any Default or Ewdrbefault and, if so, stating in
reasonable detail the facts with respect thereto.
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(ii) As soon as available, and in any everthini45 days after the end of each fiscal quart€&tasent, Borrower will deliver, or cause
to be delivered, to Bank, Parent’s internally-prepaconsolidating financial statements, which firiahstatements shall include Parent’s
balance sheet as at the end of such fiscal quamtethe related statements of Parent’s incomenodl@ion of retained earnings and cash
flows for the fiscal quarter then ended, prepame@ @onsolidated basis to include any Affiliatdsirareasonable detail and prepared in
accordance with GAAP.

(iif) As soon as available, and in any eveithim 45 days after the end of each fiscal quastedBorrower, Borrower will deliver to
Bank an unaudited/internal balance sheet and staisnof income and reconciliation of retained eagsiof Borrower as at the end of ¢
for such fiscal quarter and for the year to datéopethen ended, prepared, if Bank so requests, @msolidating and consolidated basis
to include any Subsidiaries, in reasonable derallstating in comparative form the figures for toeresponding date and periods in the
previous year, all prepared in accordance with GAZuUbject to year-end audit adjustments and fagyesenting in all material respects
Companies’ financial position and the results sfoperations.

(b) Other Information Borrower will deliver to Bank the following docuents at the following times in form satisfactoryBank:

Quarterly 0]

Semi- (i)
Annually

Upon request (iii)
by Bank

(iv)

a certificate of the chief financial Officer of Bower, substantially in the form of Exhibit C herettating (i) whether
or not such officer has knowledge of the occurresfaany Default or Event of Default not theretofoeported and
remedied and, if so, stating in reasonable ddiaifacts with respect thereto, and (ii) all relévfacts in reasonable
detail to evidence, and the computations as tothvener not Borrower is compliance with the Finah€&€ovenants and
other covenants contained in this Agreem

a detailed list of Borrower’s customers with conta@mes and addresses,
copies of invoices in connection with the Accourtgdit memos, remittance advices, deposit slipippsng and
delivery documents in connection with the Accouansd, for Inventory and Equipment acquired by Boenwpurchase

orders and invoices, al

such other reports or information as to the Caldfer the financial condition of Borrower, or etiwise, as Bank may
reasonably reques

(c) Collateral Reports On and after the occurrence of a Borrowing Basggeér Date, Borrower will deliver to Bank the folling
documents at the following times in form reasonadaliisfactory to Bank:

On the 0]

a Borrowing Base certificate in the form of ExhiBitattached heret
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Borrowing (dated as of such Borrowing Base Trigger Date)cetarl by a financial representative of Borrower,
Base Trigger
Date

Monthly (not (i)  a report of cash collections, sales assignmergdjtamemos/adjustments and deposjtsovidedthat the frequency of
later such reports may be increased to weekly or dailBaak’s option, during any Default Period),

than the 25th

day

after each

fiscal

month)

(i)  areport of outstanding payable balances owindl wrewers,
(iv) adetailed calculation of the Borrowing Base (iddhg detail regarding those Accounts that are tigitite Accounts),

(v) adetailed listing and aging, by total, of the Aacts, together with a reconciliation to the dethitalculation of the
Borrowing Base previously provided to Bal

(vi) monthly Borrowing Base certificate in the form oftibit B attached hereto, executed by a finan@ptesentative of
Borrower, anc

(vii) a detailed aging, by vendor, of Borrower’s accoyagable and any book overdraft, together withcameiliation to
Borrower's general ledger and monthly financial statemeeliseted pursuant to Section 6.2(

(d) Projections. Within 30 days after the beginning of each fisesdr of Borrower, Borrower will deliver to Banketiprojected balance
sheets and income statements for each month ofymastor the Companies, Parent and Landec Ag, imagasonable detail, representing
Borrower’s good faith projections and certifiedthg chief financial officer of Borrower and Parastbeing the most accurate projections
available and identical to the projections used@byrower and Parent for internal planning purposagether with a statement of underlying
assumptions and such supporting schedules andriafmm as Bank may in its discretion require.

(e) Litigation . Immediately after the commencement thereof, Beerowill deliver to Bank notice in writing of alitigation and of all
proceedings before any governmental or regulatgeney affecting Borrower (i) of the type descritie®ection 5.14(c) or (ii) which seek a
monetary recovery against Borrower in excess oDEHEID.

() Defaults. As promptly as practicable (but in any eventlatdr than five business days) after an OfficeBofrower obtains knowledc
of the occurrence of any Default or Event of DefaBbrrower will deliver to Bank notice of such acoence, together with a detailed
statement by a responsible Officer of Borrowerhaf $teps being taken by Borrower to cure the effereof.
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(g) Plans. As soon as possible, and in any event within@@dfter Borrower knows or has reason to knowahgtReportable Event
with respect to any Pension Plan has occurredoB@r will deliver to Bank a statement of the cHiaincial officer of Borrower setting for
details as to such Reportable Event and the aatioch Borrower proposes to take with respect tleereigether with a copy of the notice of
such Reportable Event to the Pension Benefit Giya@arporation. As soon as possible, and in anyewéthin 10 days after Borrower fails
to make any quarterly contribution required withgect to any Pension Plan under Section 412(njeofRC, Borrower will deliver to Bank
statement of the chief financial officer of Borraveetting forth details as to such failure andabton which Borrower proposes to take with
respect thereto, together with a copy of any naifcguch failure required to be provided to the $@m Benefit Guaranty Corporation. As s
as possible, and in any event within 10 days &tarower knows or has reason to know that it has cgasonably expected to have any
liability under Section 4201 or 4243 of ERISA faryawithdrawal, partial withdrawal, reorganizationather event under any Multiemployer
Plan, Borrower will deliver to Bank a statementtad chief financial officer of Borrower setting fordetails as to such liability and the action
which Borrower proposes to take with respect tleeret

(h) Disputes. Promptly upon knowledge thereof, Borrower willider to Bank notice of (i) any disputes or claitnsBorrower's
customers exceeding $250,000 individually or $1,000 in the aggregate during any fiscal year;cfi@dit memos exceeding $250,000 for
any individual Account Debtor or $1,000,000 in Hygregate for all Account Debtors; or (iii) any deaeturned to or recovered by Borrower
with a value exceeding $250,000 from any individdiatount Debtor or $1,000,000 in the aggregate fatinhccount Debtors.

(i) Officers and Directors Promptly upon knowledge thereof, Borrower willider to Bank notice any change in the persons titorisig
Borrower’s Officers and Directors.

() Collateral. Promptly upon knowledge thereof, Borrower willider to Bank notice of any loss of or material dega to any material
portion of the Collateral or of any substantial @cbe change in any material portion of the Colidter the prospect of payment thereof.

(k) Commercial Tort ClaimsPromptly upon knowledge thereof, Borrower willider to Bank notice of any commercial tort clairhs
may bring against any person, including the nantkaairess of each defendant, a summary of the fatesstimate of Borrower’'s damages,
copies of any complaint or demand letter submittg@orrower, and such other information as Bank meauest.

() Intellectual Property.

(i) Borrower will give Bank 30 days prior wen notice of its intent to acquire material Irgetual Property Rights; except for trans
permitted under Section 6.19, Borrower will givenR&80 days prior written notice of its intent tepidse of material Intellectual Property
Rights; and upon request, shall provide Bank witpies of all applicable documents and agreements.
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(ii) Promptly upon knowledge thereof, Borrowah deliver to Bank notice of (A) any Infringemeaf its Intellectual Property Rights
by others, (B) claims that Borrower is Infringingagher Person’s Intellectual Property Rights anddi@y threatened cancellation,
termination or material limitation of its Intelletl Property Rights.

(iiif) Promptly upon receipt, Borrower will givBank copies of all registrations and filings wigélspect to its Intellectual Property
Rights.

(m) Reports to OwnersPromptly upon their distribution, Borrower wiletiver to Bank copies of all financial statememéports and
proxy statements which Parent shall have senstovners.

(n) SEC Filings. Promptly after the sending or filing thereof, Bawer will deliver to Bank copies of all regulardaperiodic reports whic
Parent shall file with the Securities and Excha@genmission or any national securities exchange.

(o) Violations of Law Promptly upon knowledge thereof, Borrower willider to Bank notice of Borrower’s violation of amgw, rule or
regulation, the non-compliance with which could enetlly and adversely affect Borrower's businesg®financial condition.

(p) Other Reports From time to time, with reasonable promptnessrd@wer will deliver to Bank any and all receivabkehedules,
collection reports, deposit records, Equipment dates, copies of invoices to Account Debtors, stephdocuments and delivery receipts for
goods sold, and such other material, reports, dscor information as Bank may reasonably request.

Section 6.3Financial Covenants

(a) Minimum EBITDA Coverage RatidBorrower, together with the other Companies, mitlintain the EBITDA Coverage Ratio,
measured on a trailing 12 month basis as of theoérdch fiscal quarter, at not less than 1.50:1.00

(b) Minimum Tangible Net WorthBorrower, together with the other Companies, midlintain, at all times, Tangible Net Worth,
determined as of the end of each fiscal quarteamamount not less than $19,500,p0% 75% of cumulative Net Income realized since
May 2005 up to such fiscal quarter end.

(c) Minimum Net IncomeBorrower, together with the other Companies, wihiave (together with the other Companies) duriache
period described below, consolidated Net Incom@odfess than the amount set forth in the tablevibepposite such period:
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Fiscal Year to Date Period Endi Minimum Net Income

August 31, 200! $ 400,00(

November 30, 200 $1,500,00!

Commencing with August 31, 2006, August 31 of epedr $ 750,00(
Commencing with the November 30, 2006, Novembeof3tach yea $1,750,00!
February 28 or 29, as applicable, of each: $2,150,00!

May 31 of each yes $2,900,00!

(d) Capital Expenditures Borrower together with the other Companies walt imcur financed or unfinanced Capital Expendisunémore
than $6,000,000 in the aggregate during any figeat.

(e) Maximum LeveragedBorrower, together with the other Companies, wilimain Total Liabilities divided by Tangible Netaith, as of
the end of each fiscal quarter, at not greater 1h&:1.00.

Section 6.4Permitted Liens; Financing Statements

(a) Borrower will not create, incur or sufterexist any Lien upon or of any of its assets, mevned or hereafter acquired, to secure any
Indebtedness; excludindowever, from the operation of the foregoing, the follogiifcollectively,“Permitted Liens”):

(i) in the case of any of Borrowsmroperty which is not Collateral, covenants,rietsbns, rights, easements and minor irregulasiin
titte which do not materially interfere with Borr@w's business or operations as presently conducted;

(ii) Liens in existence on the date hereof kstéd in Schedule 6.4 hereto, securing Indebtssife borrowed money permitted under
Section 6.5;

(i) the Security Interest and Liens creabgthe Security Documents;

(iv) liens of carriers, warehousemen, mechamitaterialmen, vendors, and landlords and otlneiasiliens imposed by law incurred
the ordinary course of business for sums not oveadibeing contested in good faith, provided tll#tomate reserves for the payment
thereof have been established in accordance witARZA
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(v) deposits under workers’ compensation, ysleyment insurance and social security laws oetuge the performance of bids,
tenders, contracts (other than for the repaymehbobwed money) or leases, or to secure statuloligations of surety or appeal bonds
or to secure indemnity, performance or other sinitands in the ordinary course business;

(vi) banker’s liens and similar liens (incladiset-off rights) in respect of bank deposits;

(vii) purchase money Liens incurred in coniwettvith Capital Expenditures otherwise permittediguant to this Agreemergrovided
that such Liens attach only to the Equipment aeglihereby;

(viii) Liens incurred in connection with ext@ans, renewals or refinancings of the indebtedsesared by Liens of the type described
above;

(ix) Liens incurred in connection with leasssbleases, licenses and sublicenses grantec ordimary course of Borrowerbusines:
to Persons not interfering in any material respétit the business of Borrower and its Subsidiagied any interest or title of a lessee or
licensee under any such lease, sublease, licermlicense; and

(x) Liens incurred in connection with the firting of the approximately 48,000 square foot exanof Borrower’s facility located at
4575 W. Main Street, Guadalupe, California; prodideat (A) the aggregate principal amount of suchrfcing does not exceed
$5,000,000, and (B) such Liens are limited to & property on which such Borrower’s facility ichted and any improvements and
fixtures affixed thereto.

(b) Borrower will not amend any financing staients in favor of Bank except as permitted by lamy authorization by Bank to any

Person to amend financing statements in favor akBall be in writing.

Section 6.5IndebtednessBorrower will not incur, create, assume or perimigéxist any Indebtedness or liability on accaafideposits or

advances or any Indebtedness for borrowed monkstters of credit issued on Borrower’s behalf, oy ather Indebtedness or liability
evidenced by notes, bonds, debentures or similaggations, except:

(a) Indebtedness arising hereunder;
(b) Indebtedness of Borrower in existencetendate hereof and listed in Schedule 6.5 hereto;

(c) Indebtedness relating to Permitted Liens;
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(d) Indebtedness of Borrower arising from ¢inelorsement of instruments for collection in theéirary course of business;

(e) Indebtedness of Borrower under initiaboccessive refinancings of any Indebtedness pewriity clause (b) or (c) abovarpovidedthat
(i) the principal amount of any such refinancingegmot exceed the principal amount of the Indet#sslbeing refinanced and (ii) the mate
terms and provisions of any such refinancing (iditig maturity, redemption, prepayment, default aubordination provisions) are no less
favorable to Bank than the Indebtedness beingaeéiad; and

(f) Other unsecured indebtedness of Borrowevided the aggregate principal amount of all siaclebtedness does not exceed
$1,000,000.

Section 6.6Guaranties. Borrower will not assume, guarantee, endorsehmrawise become directly or contingently liablecomnection
with any obligations of any other Person, exceptahdorsement of negotiable instruments by Borrderedeposit or collection or similar
transactions in the ordinary course of business.

Section 6.7Investments and SubsidiarieBorrower will not purchase or hold beneficiallyyastock or other securities or evidences of
indebtedness of, make or permit to exist any l@aredvances to, or make any investment or acquiyérderest whatsoever in, any other
Person, including any partnership or joint venteseept:

(a) investments in direct obligations of theitdd States of America or any agency or instruaéptthereof whose obligations constitute
full faith and credit obligations of the United &t& of America having a maturity of one year osJe®mmercial paper issued by U.S.
corporations rated “A-1" or “A-2" by Standard & P Corporation or “P-1" or “P-2" by Moody'’s Invasts Service or certificates of deposit
or bankers’ acceptances having a maturity of o geless issued by members of the Federal ReSgistem having deposits in excess of
$100,000,000 (which certificates of deposit or laskacceptances are fully insured by the FedeggldSit Insurance Corporation) (each of
the foregoing, collectively, Cash Equivalent¥);

(b) travel advances or loans to Borrower'si€aifs and employees not exceeding at any one tmnaggregate of $50,000;
(c) security deposits, ground leases, andrazhsin the form of progress payments;

(d) current investments in the Subsidiariesxistence on the date hereof and listed in Scleedlal hereto;

(e) value added joint venture investments; and

(f) crop advances.
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Section 6.8Dividends and DistributionsBorrower will not declare or pay any dividendsh@ than dividends payable solely in stock of
Borrower) on any class of its stock or make anynpayt on account of the purchase, redemption or o#fteement of any shares of such
stock or make any distribution in respect thereiher directly or indirectly.

Section 6.9Salaries. Borrower will not pay excessive or unreasonahlarges, bonuses, commissions, consultant feether o
compensation to the extent that such payment weadde an Event of Default.

Section 6.1Key Person Life Insurancdf Borrower shall at any time maintain insuramgmn the life of any key Officer“(ife
Insurance Polic” ), then Borrower shall promptly notify Bank of easirch Life Insurance Policy and assign to Bankrig® to receive the
proceeds of such Life Insurance Policy by a Lifeulrance Assignment. The proceeds of any such hfferance Policy ‘{Life Insurance
Proceed” ), whenever and however arising, shall be depogitath Acceptable Wells Fargo Deposit Account amallsonstitute Collateral
for purposes of this Agreement and the other Loaouients. For purposes of this Agreement, the técoeptable Wells Fargo Deposit
Account” shall mean an interest bearing deposibactheld at Bank over which Borrower shall havecantrol and in which Bank has a
perfected security interest in such deposit acceubject only to such other Liens as Bank may ampemd subject to such additional sect
agreements and other documentation reasonablystegliey Bank. Borrower hereby agrees that anylbgarance Proceeds may be held by
Bank as additional collateral for the Obligatiomgithe repayment in full of all of the Obligatismnd the termination of this Agreement.

Section 6.11Books and Records; Inspection and ExaminatiBorrower will keep accurate books of record aocbant for itself
pertaining to the Collateral and pertaining to Barer's business and financial condition and sutieiomatters as Bank may from time to
time reasonably request in which true and comp@atdes will be made in accordance with GAAP amhruBank’s request, will permit any
officer, employee, attorney or accountant for Bemkudit, review, make extracts from or copy angl ath company and financial books and
records of Borrower during ordinary business ha@und upon one Business Day’s advance notice (ual&sefault Period exists in which case
no notice shall be required), and to discuss Boerssaffairs with any of its Directors, Officers, aadaccounting personnel. Borrower her
irrevocably authorizes all accountants and thindipsto disclose and deliver to Bank, at Borrow&Xpense, all financial information, books
and records, work papers, management reports aed ioformation in its possession regarding Bornow®rrower will permit Bank, or its
employees, accountants, attorneys or agents, taiegaand inspect any Collateral or any other prgpafrBorrower during ordinary business
hours and upon one Business Day’s advance notites@ia Default Period exists in which case naceathall be required).

Section 6.12Account Verification Bank may at any time and from time to time sencequire Borrower to send requests for verifigatio
of accounts and amounts owed to Account Debtoro#imet obligors. Bank may also at any time an Ewémefault has occurred and is
continuing and from time to time telephone AccobDebtors and other obligors to verify accounts amtissuch Account Debtors and other
obligors notification of the assignment of AccouttBank.
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Section 6.13Compliance with Laws

(a) Borrower will (i) comply with the requireants of applicable laws and regulations, the compliance with which would materially a
adversely affect its business or its financial ébod and (ii) use and keep the Collateral, andinegthat others use and keep the Collateral,
only for lawful purposes, without violation of afgderal, state or local law, statute or ordinance.

(b) Without limiting the foregoing undertaksdBorrower specifically agrees that it will compljth all applicable Environmental Laws
and obtain and comply with all permits, licensed similar approvals required by any Environmentalk, and will not generate, use,
transport, treat, store or dispose of any Hazar&ulsstances in such a manner as to create anyiahfiédaility or obligation under the
common law of any jurisdiction or any Environmeritaiv.

Section 6.14Payment of Taxes and Other ClainBorrower will pay or discharge, when due, (a)taXes, assessments and governmental
charges levied or imposed upon it or upon its ine@mprofits, upon any properties belonging taricluding the Collateral) or upon or agal
the creation, perfection or continuance of the 8gclnterest, prior to the date on which penaléétsch thereto, (b) all federal, state and local
taxes required to be withheld by it, and (c) alffial claims for labor, materials and supplies whiglunpaid, might by law become a Lien
upon any properties of Borrowgarovidedthat Borrower shall not be required to pay any saghassessment, charge or claim whose am
applicability or validity is being contested in gbfaith by appropriate proceedings and for whiabper reserves have been made.

Section 6.19Maintenance of Properties

(a) Borrower will keep and maintain the Cadlatl and all of its other properties necessaryseful in its business in good condition, repair
and working order (normal wear and tear exceptad)veill from time to time replace or repair any wodefective or broken partstovided
that nothing in this Section 6.15 shall preventBaer from discontinuing the operation and maintexeaof any of its properties if such
discontinuance is, in Borrower's commercially razedne judgment, desirable in the conduct of Bormsveusiness and not disadvantageous
in any material respect to Bank. Borrower will takecommercially reasonable steps necessary tegrand maintain its Intellectual Prope
Rights, other than Immaterial Intellectual PropdRights.

(b) Borrower will defend the Collateral agdia8i Liens, claims or demands of all Persons (othan Bank) claiming the Collateral or any
interest therein. Borrower will keep all Collatefisde and clear of all Liens except Permitted LidBarrower will take all commercially
reasonable steps necessary to prosecute any Refisoging its Intellectual Property Rights anddefend itself against any Person accusi
of Infringing any Person’s Intellectual PropertygRis.

Section 6.1@nsurance. Borrower will obtain and at all times maintairsimance with insurers believed by Borrower to lspoasible and
reputable, in such amounts and against such
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risks as may from time to time be required by Bdnk,in all events in such amounts and against g8khk as is usually carried by companies
engaged in similar business and owning similar eriis in the same general areas in which Borr@perates. Without limiting the
generality of the foregoing, Borrower will at alnies keep all tangible Collateral insured agaiisétsrof fire (including so-called extended
coverage), theft, collision (for Collateral consigtof motor vehicles) and such other risks anslich amounts as Bank may reasonably
request, with any loss payable to Bank to the éxdgéits interest, and all policies of such inswrashall contain a lender’s loss payable
endorsement for Bank’s benefit. All policies ofdity insurance required hereunder shall name Baskn additional insured.

Section 6.17Preservation of ExistenceBorrower will preserve and maintain its existeaoe all of its rights, privileges and franchises
necessary or desirable in the normal conduct dfutsness and shall conduct its business in anlgrasgficient and regular manner.

Section 6.18Delivery of Instruments, etdJpon request by Bank, Borrower will promptly deli to Bank in pledge all instruments,
documents and chattel paper constituting Collatelidl endorsed or assigned by Borrower.

Section 6.1%ale or Transfer of Assets; Suspension of BusiDpssations. Borrower will not sell, lease, assign, transfeotherwise
dispose of (i) the stock of any Subsidiary, (il)ala substantial part of its assets, or (iii) @vllateral or any interest therein (whether in one
transaction or in a series of transactions) toahgr Person other than (v) the sale of Inventohé ordinary course of business,

(w) dispositions of obsolete, surplus, worn or nmaftional Equipment, (x) dispositions of cash oslCEquivalents not otherwise prohibited
under this Agreement, (y) transfers of IntellectBedperty Rights as permitted under this Sectid® &nd (z) dispositions of other assets in
any given fiscal year in an aggregate amount nekteed $750,000 or $250,000 for any individuata®orrower will not liquidate, dissoh
or suspend business operations. Borrower will raotsfer any part of its ownership interest in amgllectual Property Rights except for
transfers of Immaterial Intellectual Property Righnd licensing or sublicensing of Intellectualgenty Rights in the ordinary course of
Borrower’s business. Borrower will not permit any agreemenater which it has licensed Licensed Intellectuab@rty, other than Immateri
Intellectual Property Rights, to lapse. If Borroviemsfers any Intellectual Property Rights foruealother than transfers of Immaterial
Intellectual Property Rights and licensing or steatising of Intellectual Property Rights in the aaty course of Borrower’s business,
Borrower will pay over the proceeds to Bank for laggtion to the Obligations. Bank hereby agrees ithéhe event Borrower licenses or
sublicenses any Intellectual Property Rights purst@the terms of this Section 6.19, following ttan demand of Borrower, Bank shall
execute a form of estoppel reasonably acceptalitarimand substance to Borrower and Bank purswawhich Bank shall represent that
upon its exercise of any of its rights or remedieseunder or under any other Loan Document witheetsto the licensed or sublicensed
Intellectual Property Rights, including a foreclosunder any Security Document, so long as theal gten exist no breach, default, or event
of default on the part of the related licenseeutnlisensee, as applicable, which breach, defawdtvent of default has continued beyond any
cure periods provided in the license or subliceBs@k shall not extinguish or terminate the inteodéghe licensee or sublicensee, as
applicable, by reason of such foreclosure.
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Section 6.20. Consolidation and Merger; Aggefuisitions. Borrower will not consolidate with orerge into any Person, or permit any
other Person to merge into Borrower, or acquira(iransaction analogous in purpose or effectdorsolidation or merger) all or
substantially all the assets of any other Person.

Section 6.21. Sale and Leaseback. Borrowémwilenter into any arrangement, directly or iedtly, with any other Person whereby
Borrower shall sell or transfer any real or pers¢g@naperty, whether now owned or hereafter acquiaed then or thereafter rent or lease as
lessee such property or any part thereof or angrgitoperty which Borrower intends to use for sabsally the same purpose or purposes as
the property being sold or transferred.

Section 6.22. Restrictions on Nature of Bussn@®orrower will not engage in any line of busmesterially different from that presently
engaged in by Borrower and will not purchase, leasgtherwise acquire assets not related to itébss.

Section 6.23. Accounting. Borrower will notogd any material change in accounting principlégpthan as required by GAAP. Borrower
will not adopt, permit or consent to any changésdriscal year.

Section 6.24. Discounts, etc. Borrower wilt goant any discount, credit or allowance to angtemer of Borrower or accept any return of
goods sold except in accordance with its histoficattice or in the ordinary course of businesseiotice from Bank, Borrower will not at
any time modify, amend, subordinate, cancel or iteasite the obligation of any Account Debtor or othbligor of Borrower.

Section 6.25. Plans. Unless disclosed to Bamkuant to Section 5.12, neither Borrower nor BRYSA Affiliate will (i) adopt, create,
assume or become a party to any Pension PlamdiiJ any obligation to contribute to any Multierapér Plan, (iii) incur any obligation to
provide post-retirement medical or insurance beénefith respect to employees or former employe#tee(dhan benefits required by law) or
(iv) amend any Plan in a manner that would matgriatrease its funding obligations.

Section 6.26. Place of Business; Name. Borravilenot transfer its chief executive office oripcipal place of business, or move, reloc
close or sell any business location. Borrower miit permit any tangible Collateral or any recordgaining to the Collateral to be located in
any state or area in which, in the event of suchtion, a financing statement covering such Calidteould be required to be, but has not in
fact been, filed in order to perfect the Secunitietest. Borrower will not change its name or gidson of organization.

Section 6.27. Constituent Documents. Borrowiémot amend its Constituent Documents in anypees that will result in a Material
Adverse Effect.

Section 6.28. Transactions With Affiliates.rBawer will not directly or indirectly enter intar germit to exist any transaction with any
Affiliate of Borrower except for transactions tlae in the ordinary course of Borrower’s busineg®n fair and reasonable terms, that are
fully
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disclosed to Bank, and that are no less favorabBotrower than would be obtained in an arm’s lartginsaction with a non-Affiliate.

Section 6.29Jse of Funds Borrower will not use any of the proceeds of arsdit extended hereunder except for the purpdagsdsin
Article Il hereof.

Section 6.30Subordination of DehtAll obligations of Borrower to any Guarantor aryaAffiliate of Borrower (other than amounts arig
pursuant to the tax sharing agreement among thep@oies and Parent) shall be subordinated in rifyrepgayment to all obligations of
Borrower to Bank, as evidenced by and subjectedeéhms of subordination agreements in form andtamise satisfactory to Bank.

Section 6.31Management FeesThe Companies, collectively, will not pay manageitrfees to Parent (including any fees or other
amounts due Parent pursuant to the Corporate 8snigreement, dated November 15, 1999, betweemtPamd Borrower) in an amount
greater than $2,500,000 during any one fiscal gedr with respect solely to operating expenses ipaidarent on behalf of the Companies in
the ordinary course of business of such partiedratide with historical practices, will reimburg&arent only for the reasonable portion of any
such expensesgrovidedduring any Default Period, Borrower shall not makg payments of management fees or expense reiarhants
and any such items that would otherwise be paidititgtanding such Default Period shall be accruad such time, if any, following the
expiration of such Default Period. Any managemenesfpaid by Borrower to Parent shall be paid ncerfrequently than once per month.

Section 6.32Maintenance of Accounts with BanBorrower shall, and shall cause each of the dffmenpanies to, at all times during the
period commencing on the Closing Date and endinthermermination Date, maintain its primary depmsitaccounts with Bank, including,
without limitation, the Loan Account and the Lockb&ccount, pursuant to account agreements and tenatgally acceptable to Borrower
and Bank.

Section 6.33Grower Contracts With respect to all contracts with growers erddreo by Borrower after the Closing Date, (i) Boser
shall use its commercially reasonable efforts tsues that all such contracts shall be Acceptabéen@r Contracts and (i) upon Bank's
request, Borrower shall permit any officer, emplyattorney or accountant for Bank to audit, reyimake extracts from or copy any and all
such grower contracts.

Section 6.34Performance by Bankif Borrower at any time fails to perform or obgeiany of the foregoing covenants contained in this
Article VI or elsewhere herein, and if such failstall continue for a period of ten calendar ddier 8ank gives Borrower written notice
thereof (or in the case of the agreements contam&ections 6.14 and 6.16, immediately upon tfeuoence of such failure, without notice
or lapse of time), Bank may, but need not, perforrobserve such covenant or covenants on behalinahe name, place and stead of
Borrower (or, at Bank’s option, in Bank’s name) andy, but need not, take any and all other actigmish Bank may reasonably deem
necessary to cure or correct such failure (inclgdire payment of taxes, the satisfaction of Li¢ms,performance of obligations owed to
Account Debtors or other obligors, the procurenzemt maintenance of insurance, the execution of
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assignments, security agreements and financingrstatts, and the endorsement of instruments); an@Ber shall thereupon pay to Bank
demand the amount of all monies expended and st @nd expenses (including reasonable attornegs’dnd legal expenses) incurred by
Bank in connection with or as a result of the perfance or observance of such agreements or thegtakisuch action by Bank, together w
interest thereon from the date expended or inclatélde Default Rate applicable to Line of CredilvAnces. To facilitate Bar&performanc

or observance of such covenants of Borrower, Bagrdvereby irrevocably appoints Bank, or Bank’s dgate, acting alone, as Borrower’s
attorney in fact (which appointment is coupled vathinterest) with the right (but not the duty)rfréime to time to create, prepare, complete,
execute, deliver, endorse or file in the name antahalf of Borrower any and all instruments, doeats, assignments, security agreements,
financing statements, applications for insuranat@her agreements and writings required to beirdda executed, delivered or endorsed by
Borrower under this Section 6.34.

ARTICLE VII
EVENTS OF DEFAULT, RIGHTS AND REMEDIES

Section 7.1Events of Default“Event of Default”, wherever used herein, means any one of the foltpevents:
(a) Default in the payment of any Obligatiavisen they become due and payable;

(b) Default in the performance, or breacham§ covenant or agreement of Borrower containgli;mAgreement or in any other Loan
Document, and (i) with respect to any such defandter Section 6.2, such default shall continue medied for a period of five (5) days, and
(if) and with respect to any such default underti®as 6.13, 6.14, 6.15 and 6.18, such default sfradtinue unremedied for twenty (20) days
after the earlier of (A) the date upon which ani€zif or Director of Borrower obtained actual knotde of such failure or (B) the date upon
which written notice thereof is given to Borrowar Bank.

(c) A Change of Control shall occur;
(d) An Insolvency Proceeding is commenced byr@&wver or any Guarantor;

(e) An Insolvency Proceeding is commencedregdorrower, or any Guarantor, and any of theofelhg events occur: (a) Borrower or
such Guarantor consents to the institution of dnshlvency Proceeding against it, (b) the petitommencing the Insolvency Proceeding is
not timely controverted, (c) the petition commercihe Insolvency Proceeding is not dismissed wislity (60) calendar days of the date of
the filing thereofprovidedthat, during the pendency of such period, Bankl &ieatelieved of its obligations to extend creditéunder, (d) an
interim trustee is appointed to take possessiail @i any substantial portion of the propertiesssets of, or to operate all or any substantial
portion of the business of, Borrower or any sucla@utor, or (e) an order for relief shall have beetered therein;
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(f) Any material portion of Borrower’s or ai@uarantor’s assets is attached, seized, subjextavtit or distress warrant, levied upon, or
comes into the possession of any third Person;

(g) Borrower or any Guarantor is enjoinedtraésed, or in any way prevented by court ordemfraontinuing to conduct all or any mate;
part of its business affairs;

(h) A notice of Lien, levy, or assessmeniledfof record with respect to any of Borrower’samy Guarantor’s assets by the United States,
or any department, agency, or instrumentality thigm@ by any state, county, municipal, or governtaéagency, or if any taxes or debts
owing at any time hereafter to any one or moreuchsentities becomes a Lien, whether choate orwtke, upon any of Borrower’s or any
Guarantor’s assets valued in excess of $500,00@h&nseme is not paid before such payment is detinigprovidedthat Bank may at any
time that any such Lien exists reserve againsBtireowing Base in the amount of such Lien;

(i) This Agreement or any other Loan Docuntéiat purports to create a Lien, shall, for any oeafail or cease to create a valid and
perfected and, except to the extent permitted bytehms hereof or thereof, first priority Lien onsecurity interest in the Collateral covered
hereby or therebyprovidedthat any such event described in this clause &) slot be an Event of Default for so long as Bareois diligently
assisting Bank, as determined by Bank in its snbteabsolute discretion, in correcting the appliegirioblem;

(i) Any provision of any Loan Document shdllay time for any reason be declared to be nullaid, or the validity or enforceability
thereof shall be contested by Borrower, or a prdicggshall be commenced by Borrower, or by any Guwental Authority having
jurisdiction over Borrower, seeking to establisa thvalidity or unenforceability thereof, or Borrewshall deny that Borrower has &
liability or obligation purported to be created en@ny Loan Document;

(k) Any representation or warranty made byrBeer in this Agreement or in any other Loan Docuotmby any Guarantor in any guaranty
delivered to Bank, or by Borrower (or any of itsfi®drs) or any Guarantor in any agreement, cediéicinstrument or financial statement or
other statement contemplated by or made or delivpoesuant to or in connection with this Agreemanany such guaranty shall prove to
have been incorrect in any material respect whemeée to be effective;

() The rendering against Borrower of an agtibn award, final judgment, decree or order far payment of money in excess of
$1,000,000 over applicable insurance coveragelanddntinuance of such arbitration award, judgmestree or order unsatisfied and in
effect for any period of 60 consecutive days withesgtay of execution;

(m) A default under any bond, debenture, wotether evidence of material Indebtedness of Beercowed to any Person other than Bank,
or under any indenture or other instrument undéckvany such evidence of Indebtedness has beesdigsby which it is governed, or unc
any material lease or other contract, and the atipir of the applicable
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period of grace, if any, specified in such evideatidebtedness, indenture, other instrumenteleagontract, and the effect of such failure,
event or condition is to cause, or permit the hotiteholders thereof to cause, Indebtedness ofdBar (other than the Obligations) (in an
aggregate amount exceeding $500,000 in the evanstich Indebtedness is unsecured) to become ratézrdue or otherwise payable
(whether at scheduled maturity, by required prepaytrupon acceleration or otherwise);

(n) Any Reportable Event, which Bank determsiiregood faith might constitute grounds for thert@ation of any Pension Plan or for the
appointment by the appropriate United States Ris€@burt of a trustee to administer any Pension,Rlhall have occurred and be continuing
30 days after written notice to such effect shaildhnbeen given to Borrower by Bank; or a trustedl slave been appointed by an appropriate
United States District Court to administer any Ram#&lan; or the Pension Benefit Guaranty Corporashall have instituted proceedings to
terminate any Pension Plan or to appoint a trust@eminister any Pension Plan; or Borrower or BRYSA Affiliate shall have filed for a
distress termination of any Pension Plan undee Titlof ERISA; or Borrower or any ERISA Affiliatehall have failed to make any quarterly
contribution required with respect to any PensiamRinder Section 412(m) of the IRC, which Banled®ines in good faith may by itself, or
in combination with any such failures that Bank ndayermine are likely to occur in the future, résuthe imposition of a Lien on
Borrower’s assets in favor of the Pension Plargror withdrawal, partial withdrawal, reorganizatimnother event occurs with respect to a
Multiemployer Plan which results or could reasogdi# expected to result in a material liabilityBdrrower to the Multiemployer Plan under
Title IV of ERISA.

(o) An event of default shall occur under &wgcurity Document;

(p) Borrower shall liquidate, dissolve, teriai® or suspend its business operations or othefailge operate its business in the ordinary
course, or sell or attempt to sell all or substdlytiall of its assets;

(q) Default in the payment of any amount owgdorrower to Bank other than any Indebtednessrayihereunder after the expiration of
any applicable express grace period related to soaunt;

(r) Any Guarantor shall repudiate, purportd¢goke or fail to perform his obligations under gisaranty in favor of Bank, any individual
Guarantor shall die or any other Guarantor shaedo exist;

(s) Borrower shall take or participate in atyion which would be prohibited under the provisi@f any Subordination Agreement or
make any payment on any indebtedness subordinateebly that any Person was not entitled to reagider the provisions of the
Subordination Agreement;

(t) The occurrence of any “Default” or “EvesftDefault” under, and as defined in, any agreerheihween any Affiliate of Borrower and
Bank (but giving effect to any applicable gracewore periods with respect thereto); or
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(u) Any other event having a Material AdveEdtect shall occur, and if such Material Adverséeef is capable of cure, such Material
Adverse Effect shall continue uncured for twent)(8ays after the earlier of (A) the date upon Whda Officer or Director of Borrower
obtained actual knowledge of such Material Advé&iffect or (B) the date upon which written noticertof is given to Borrower by Bank.

Section 7.2Rights and RemediedJpon the occurrence and during the continuaticend=vent of Default, Bank may exercise any ooé
the following rights and remedies, all of which Bawer acknowledges and agrees are commerciallpnaase:

(a) Bank may, by notice to Borrower, decldre €redit Facility to be terminated, whereuponghme shall forthwith terminate;

(b) Bank may, by notice to Borrower, decldre ©Obligations to be forthwith due and payable, n@bpon all Obligations shall become and
be forthwith due and payable, without presentmeatice of dishonor, protest or further notice of &mnd, all of which Borrower hereby
expressly waives;

(c) Bank may, without notice to Borrower anithaut further action, apply any and all money ogvby Bank to Borrower to the payment
of the Obligations;

(d) Bank may settle or adjust disputes anoindalirectly with Account Debtors for amounts ambn terms which Bank considers
advisable, and in such cases, Bank will creditQbégations with only the net amounts received layBin payment of such disputed
Accounts after deducting all expenses incurredkperded by Bank in connection therewith;

(e) Bank may cause Borrower to hold all redgrinventory in trust for Bank, segregate all neéar Inventory from all other assets of
Borrower or in Borrower’s possession and conspislolabel said returned Inventory as the propeftgank;

(f) without notice to or demand upon Borroweiany Guarantor, Bank may make such payments asdich acts as Bank considers
necessary or reasonable to protect its securigyants in the Collateral. Borrower agrees to askethb Collateral if Bank so requires, and to
make the Collateral available to Bank at a plae¢ Bank may designate which is reasonably convémiemoth parties. Borrower authorizes
Bank to enter the premises where the Collatedakisted, to take and maintain possession of thi&ateodl, or any part of it, and to pay,
purchase, contest, or compromise any Lien thatink® determination appears to conflict with Banlkisns and to pay all expenses incurred
in connection therewith and to charge the Obligetitherefor. With respect to any of Borrower’s odiioe leased premises, Borrower hereby
grants Bank a license to enter into possessiona#f premises and to occupy the same, without chargeder to exercise any of Bank’s
rights or remedies provided herein, at law, in Bquir otherwise;

(9) without notice to Borrower (such noticargeexpressly waived), and without constitutingegention of any collateral in satisfaction of
an obligation (within the meaning of the UCC), Bank&y set off and apply to the Obligations any ah{i)abalances and deposits of
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Borrower held by Bank (including any amounts reediin the Lockbox), or (ii) Indebtedness at anyetiowing to or for the credit or the
account of Borrower held by Bank;

(h) Bank may hold, as cash collateral, anyahdalances and deposits of Borrower held by Bankl any amounts received in the
Lockbox, to secure the full and final repaymenalbf the Obligations;

(i) Bank may ship, reclaim, recover, storaidih, maintain, repair, prepare for sale, adveftissale, and sell (in the manner provided for
herein) the Collateral;

(i) Bank may sell the Collateral at eitherublic or private sale, or both, by way of one orenocontracts or transactions, for cash or on
terms, in such manner and at such places (inclugorgower’s premises) as Bank determines is comialreeasonable. It is not necessary
that the Collateral be present at any such sale;

(k) Bank shall give notice of the dispositiofithe Collateral as follows:

(i) Bank shall give Borrower a notice in wnigj of the time and place of public sale, or, if saée is a private sale or some other
disposition other than a public sale is to be mazdbe Collateral, the time on or after which thivate sale or other disposition is to be
made; and

(ii) The notice shall be personally delivemrdmnailed, postage prepaid, to Borrower as providesection 8.3, at least 10 days before
the earliest time of disposition set forth in thatice; no notice needs to be given prior to theakiion of any portion of the Collateral
that is perishable or threatens to decline speéuisalue or that is of a type customarily soldeorecognized market;

() Bank may credit bid and purchase at anyliptsale;

(m) Bank may seek the appointment of a recaivé&eeper to take possession of all or any pomiothe Collateral or to operate the same
and, to the maximum extent permitted by law, masksbe appointment of such a receiver without #tpiirement of prior notice or a
hearing;

(n) If Bank sells any of the Collateral onditethe Obligations will be reduced only to thae of payments actually received. If the
purchaser fails to pay for the Collateral, Bank mesell the Collateral and shall apply any procesdsally received to the Obligations;

(o) Bank shall have no obligation to attengpsatisfy the Obligations by collecting them fronyahird Person which may be liable for
them or any portion thereof, and Bank may releasslify or waive any collateral provided by any atRerson as security for the Obligatic
or any portion thereof, all without affecting Baskights against Borrower. Borrower waives anytrigimay have to require Bank to pursue
any third Person for any of the Obligations;

-47 -




(p) Bank may make demand upon Borrower amthéath upon such demand, Borrower will pay to Bamkmmediately available funds
for deposit in the Special Account an amount etu#he aggregate maximum amount available to berdnder all Letters of Credit then
outstanding, assuming compliance with all condgifor drawing thereunder;

(g) Bank may exercise and enforce its rights @medies under the Loan Documents; and
(r) Bank may exercise any other rights andedies available to it by law or agreement.

Notwithstanding the foregoing, upon the occurresfcan Event of Default described in subsection(dk) of Section 7.1, the Obligatio
shall be immediately due and payable automatiaailligout presentment, demand, protest or noticengfland.

Section 7.3Disclaimer of Warranties Bank may sell the Collateral without giving angnanties as to the Collateral. Bank may
specifically disclaim any warranties of title oetlike. This procedure will not be considered toeadely affect the commercial reasonable
of any sale of the Collateral.

Section 7.4Compliance With LawsBank may comply with any applicable state or fatllaw requirements in connection with a
disposition of the Collateral, and Bank’s compliarticerewith will not be considered to adverselgetfthe commercial reasonableness of any
sale of the Collateral.

Section 7.5No Marshalling. Bank shall be under no obligation to marshal assets in favor of Borrower, or against or in payhuf the
Obligations or any other obligation owned to BaglBworrower or any other Person.

Section 7.6Borrower to Cooperate Upon the exercise by Bank of any power, rightyifgge, or remedy pursuant to this Agreement w
requires any consent, approval, registration, §joation, or authorization of any Governmental Auwrty, Borrower agrees to execute and
deliver, or will cause the execution and delivefyatl applications, certificates, instruments,igsments, and other documents and paper:
Bank or any purchaser of the Collateral may beirequo obtain for such governmental consent, aygiroegistration, qualification, or
authorization.

Section 7.7Application of ProceedsAll proceeds realized as the result of any satb® Collateral shall be applied by Bank:

FIRST to the costs, expenses, liabilitiesigattions and attorneys’ fees incurred by Bank sékercise of its rights under this
Agreement;

SECOND to the interest and fees due upon &tiyeaObligations; and
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THIRD to the principal of the Obligations,sach order as Bank shall determine in its solerelimm. Any surplus shall be paid to
Borrower or other Persons legally entitled ther&orrower shall remain liable to Bank for any deditcy.

Section 7.8Remedies CumulativeT he rights and remedies of Bank under this Agegnthe other Loan Documents, and all other
agreements contemplated hereby and thereby shallralative. Bank shall have all other rights agohedies not inconsistent herewith as
provided under the UCC, by law, or in equity. Nersise by Bank of any one right or remedy shallibemed an election of remedies, ant
waiver by Bank of any default on Borrower’s paraktve deemed a continuing waiver of any furthdadks.

Section 7.9Bank Not Liable For The CollateralSo long as Bank complies with the obligationgny, imposed by the UCC, Bank shall
not otherwise be liable or responsible in any wagnanner for: (a) the safekeeping of the Collatdiglany loss or damage thereto occurring
or arising in any manner or fashion or from anyseayc) any diminution in the value thereof; or 4dy act or default of any carrier,
warehouseman, bailee, forwarding agency, or oteesgm whomsoever, in each case, other than a@sirgresult of the gross negligence or
willful misconduct of Bank. Borrower bears the riskloss or damage of the Collateral.

ARTICLE VIII
MISCELLANEOUS

Section 8.1No Waiver. No failure or delay by Bank in exercising anyhtignower or remedy under the Loan Documents sip@tate as a
waiver thereof; nor shall any single or partial ii@e of any such right, power or remedy preclutgather or further exercise thereof or the
exercise of any other right, power or remedy urtderLoan Documents.

Section 8.2Amendments, EtdNo amendment, modification, termination or waigéany provision of any Loan Document or consent t
any departure by Borrower therefrom or any reledseSecurity Interest shall be effective unlegssame shall be in writing and signed by
Bank, and then such waiver or consent shall begffonly in the specific instance and for thedsfie purpose for which given. No notice to
or demand on Borrower in any case shall entitle®mer to any other or further notice or demandiinilar or other circumstances.

Section 8.3Addresses for Notices; Requests for Accountigcept as otherwise expressly provided hereimadices, requests, demands
and other communications provided for under thenLbacuments shall be in writing and shall be (aypeally delivered, (b) sent by first
class United States mail, (c) sent by overnightieowf national reputation, or (d) transmittedtbiecopy, in each case addressed or
telecopied to the party to whom notice is beingegiat its address or telecopier number as set li@itiw next to its signature or, as to each
party, at such other address or telecopier nunberay hereafter be designated by such party iriteewnotice to the other party complying
as to delivery with the terms of this Section. gdich notices, requests, demands and other comniongahall be deemed to have been g
on (a) the date received if personally deliver®)iwhen deposited in the mail if delivered by m@i), the date sent if sent by overnight
courier, or (d) the date of transmission if delagby telecopy, except that notices or requesBatk pursuant to any of the provisions
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of Article Il shall not be effective until receivdry Bank. All requests under Section 9210 of theQJ{ shall be made in a writing signed t
person authorized under Section 2.1(d), (ii) sbalpersonally delivered, sent by registered oifitmail, return receipt requested, or by
overnight courier of national reputation (iii) shia¢ deemed to be sent when received by Bank ahdiall otherwise comply with the
requirements of Section 9210. Borrower requestsBhak respond to each such request which onéts d@pears to come from an authorized
individual and releases Bank from any liability @ responding. Borrower shall pay Bank the maxinammount allowed by law for
responding to such requests.

Section 8.4Further Documents Borrower will from time to time execute and delivor endorse any and all instruments, documents,
conveyances, assignments, security agreementaciimtastatements, control agreements and otheeagnats and writings that Bank may
reasonably request in order to secure, protedietenr enforce the Security Interest or Bank'itigunder the Loan Documents (but any
failure to request or assure that Borrower execuleld/ers or endorses any such item shall notatieimpair the validity, sufficiency or
enforceability of the Loan Documents and the Ségumterest, regardless of whether any such iterm evavas not executed, delivered or
endorsed in a similar context or on a prior oca@sio

Section 8.5Costs and Expense8orrower shall pay within fifteen (15) days afteritten demand all costs and expenses, including
reasonable attorneyfes, incurred by Bank in connection with the Oddigns, this Agreement, the Loan Documents, antekeff Credit ani
any other document or agreement related heretoeoeto, and the transactions contemplated herebiyding all such costs, expenses and
fees incurred in connection with the negotiatioparation, execution, amendment, administratierfopmance, collection and enforcement
of the Obligations and all such documents and ageeé¢s and the creation, perfection, protectionsfeation, foreclosure or enforcement of
the Security Interest.

Section 8.6lndemnity. In addition to the payment of expenses pursuaBettion 8.5, Borrower shall indemnify, defend aottl harmles
Bank, and any of its participants, parent corporej subsidiary corporations, affiliated corponasiosuccessor corporations, and all present
and future officers, directors, employees, attosrayd agents of the foregoing (tthedemnitees”) from and against any of the following
(collectively,“Indemnified Liabilities” ), in each, other than arising as a result of theggnegligence or willful misconduct of any Indemai

(i) any and all transfer taxes, documentaxgsaassessments or charges made by any Goverhietitarity by reason of the
execution and delivery of the Loan Documents omtiz&ing of the Advances;

(ii) any claims, loss or damage to which amgemnitee may be subjected if any representatievaoranty contained in Section 5.14
proves to be incorrect in any respect or as atre$ainy violation of the covenant contained int®et6.13(b); and

(i) any and all other liabilities, lossesardages, penalties, judgments, suits, claims, emstexpenses of any kind or nature
whatsoever (including the reasonable fees and disments of counsel) in connection with the foragand any other
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investigative, administrative or judicial proceagnwhether or not such Indemnitee shall be detédgreaparty thereto, which may be
imposed on, incurred by or asserted against anty litemnitee, in any manner related to or arisimigod or in connection with the Cre:
Facility and the Loan Documents or the use or iéeihuse of the proceeds of the Line of Credit.

If any investigative, judicial or administrativeqmeeding arising from any of the foregoing is bttauggainst any Indemnitee, upon such
Indemnitee’s request, Borrower, or counsel desgghhy Borrower and satisfactory to the Indemnité# resist and defend such action, suit
or proceeding to the extent and in the manner @idelby the Indemnitee, at Borrower’s sole costsexpénse. Each Indemnitee will use its
best efforts to cooperate in the defense of anlg agtion, suit or proceeding. If the foregoing unalking to indemnify, defend and hold
harmless may be held to be unenforceable becaussdates any law or public policy, Borrower shadlvertheless make the maximum
contribution to the payment and satisfaction ofheaicthe Indemnified Liabilities which is permisihunder applicable law. Borrower’s
obligation under this Section 8.6 shall survive tirenination of this Agreement and the dischargBafrower’s other obligations hereunder.

Section 8.7Participants. Borrower hereby authorizes Bank to disclose tpassignee or any participant (eithetfTeansferee”) and any
prospective Transferee any and all financial infation in Bank’s possession concerning Borrower Whias been delivered to Bank by
Borrower pursuant to this Agreement or which haenbgelivered to Bank by Borrower in connection vBdnk’s credit evaluation prior to
entering into this Agreement. Bank and its partais, if any, are not partners or joint venturarg] Bank shall not have any liability or
responsibility for any obligation, act or omissiohany of its participants. All rights and powepsifically conferred upon Bank may be
transferred or delegated to any of Bank’s participasuccessors or assigns.

Section 8.8Advertising and PromotionBorrower agrees that Bank may use Borrower’s ngnaglvertising and promotional materials,
and in conjunction therewith, Bank may disclosedahmunt of the Credit Facility and the purposedbér

Section 8.9xecution in Counterparts; Telefacsimile Executidinis Agreement and the other Loan Documents neagixecuted in any
number of counterparts, each of which when so @rédcand delivered shall be deemed to be an origimdlall of which counterparts, taken
together, shall constitute but one and the santaumgnt. Delivery of an executed counterpart o thijreement by telefacsimile shall be
equally as effective as delivery of an original@xted counterpart of this Agreement. Any party\d®ing an executed counterpart of this
Agreement by telefacsimile also shall deliver aigioel executed counterpart of this Agreement hatfailure to deliver an original executed
counterpart shall not affect the validity, enforoiéity, and binding effect of this Agreement.

Section 8.1(Retention of Borrower’s Record8ank shall have no obligation to maintain anycetenic records or any documents,
schedules, invoices, agings, or other papers delivio Bank by Borrower or in connection with thealn Documents for more than twelve
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months after receipt by Bangrovidedthat Borrower shall not have any obligation to pdevBank with duplicate records and documents
the same have been destroyed by Bank.

Section 8.11Binding Effect; Assignment; Complete AgreementhBrging Information The Loan Documents shall be binding upon and
inure to the benefit of Borrower and Bank and thespective successors and assigns, except thatviBarshall not have the right to assigr
rights thereunder or any interest therein withoahBs prior written consent. Bank shall not assigy of its rights and obligations arising
under this Agreement or the Line of Credit Notehaiit the prior written consent of Borrower, whidnsent shall not be unreasonably
withheld or delayedprovidednotwithstanding the foregoing, Borrower’s consenahy such assignment shall not be required &)Dkefault
Period has occurred and is continuing, (ii) if Bagsigns this Agreement in connection with any eakdl or any portion of its loan portfolio,
or (iii) if Bank assigns this Agreement to any Aiffte of Bank. To the extent permitted by law, Bover waives and will not assert against
any assignee any claims, defenses or set-offs vBociower could assert against Bank. This Agreersball also bind all Persons who
become a party to this Agreement as Borrower. Agigement, together with the Loan Documents, cosegrthe complete and integrated
agreement of the parties on the subject matteoharel supersedes all prior agreements, writtesraly on the subject matter hereof. Without
limiting Bank’s right to share information regardiBorrower and its Affiliates with Bank’s particips, accountants, lawyers and other
advisors, Bank, Wells Fargo & Company, and allatiend indirect subsidiaries of Wells Fargo & Comgamay exchange any and all
information they may have in their possession mdiggrBorrower and its Affiliates, and Borrower wasrany right of confidentiality it may
have with respect to such exchange of such infoomat

Section 8.12Severability of ProvisionsAny provision of this Agreement which is prohéidtor unenforceable shall be ineffective to the
extent of such prohibition or unenforceability vttt invalidating the remaining provisions hereof.

Section 8.1Revival and Reinstatement of Obligatiorfthe incurrence or payment of the ObligatiogsHorrower or any Guarantor or
the transfer to Bank of any property should for e#gson subsequently be declared to be void oabtedinder any state or federal law
relating to creditors’ rights, including provisiongthe Bankruptcy Code relating to fraudulent oeyances, preferences, or other voidable or
recoverable payments of money or transfers of ptgfeollectively, a‘'Voidable Transfer”), and if Bank is required to repay or restore, in
whole or in part, any such Voidable Transfer, @ctd to do so upon the reasonable advice of itesmuthen, as to any such Voidable
Transfer, or the amount thereof that Bank is regLior elects to repay or restore, and as to abreble costs, expenses, and attorneys fees c
Bank related thereto, the liability of Borroweraoty Guarantor automatically shall be revived, rtaitesl, and restored and shall exist as th
such Voidable Transfer had never been made.

Section 8.14Headings. Article, Section and subsection headings in Afgjiseement are included herein for convenience feffemce only
and shall not constitute a part of this Agreementfy other purpose.
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Section 8.15G0OVERNING LAW . THIS AGREEMENT AND THE OTHER LOAN DOCUMENTS (EXCEPT AS OTHERWISE SPECIFIED THEREIN ), AND
THE RIGHTS AND DUTIES OF THE PARTIES HERETO, SHALL BE CONSTRUED AND DETERMINED IN ACCORDANCE WITH THE INTERNAL LAWS OF THE
STATE OF CALIFORNIA

Section 8.16SuBMISSION TO JURISDICTION . SUBJECT TO SECTION 8.17: () ANY LEGAL ACTION OR PROCEEDING WITH RESPECT TO THIS
AGREEMENT OR ANY OTHER LOAN DOCUMENT MAY BE BROUGHT SOLELY IN THE COURTS OF THE STATE OF CALIFORNIA OR OF THE UNITED
STATES FOR THE NORTHERN DISTRICT OF CALIFORNIA , AND, BY EXECUTION AND DELIVERY HEREOF, EACH OF BORROWER AND BANK
CONSENTS, FOR ITSELF AND IN RESPECT OF ITS PROPERTY, TO THE JURISDICTION OF THOSE COURTS; (Il ) EACH OF BORROWER AND BANK
IRREVOCABLY WAIVES ANY OBJECTION, INCLUDING ANY OBJECTION TO THE LAYING OF VENUE OR BASED ON THE GROUNDS OF FORUM NON
CONVENIENS, WHICH IT MAY NOW OR HEREAFTER HAVE TO THE BRINGING OF ANY ACTION OR PROCEEDING IN SUCH JURISDICTION IN RESPECT
OF THIS AGREEMENT OR ANY DOCUMENT RELATED HERETO. EACH OF BORROWER AND BANK WAIVES PERSONAL SERVICE OF ANY SUMMONS,
COMPLAINT OR OTHER PROCESS WHICH MAY BE MADE BY ANY OTHER MEANS PERMITTED BY CALIFORNIA LAW .

Section 8.1ANAIVER oF JURY TRIAL . EACH OoF BORROWER AND BANK, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW , HEREBY
IRREVOCABLY WAIVES ALL RIGHT TO A TRAIL BY JURY IN ANY ACTION , PROCEEDING, COUNTERCLAIM OR OTHER LITIGATION IN ANY WAY
ARISING OUT OF OR RELATING TO THIS AGREEMENT, ANY OTHER OF THE L OAN DOCUMENTS OR ANY OF THE TRANSACTIONS OR EVENTS
REFERENCED HEREIN OR THEREIN OR CONTEMPLATED HEREBY OR THEREBY , WHETHER WITH RESPECT TO CONTRACT CLAIMS , TORT CLAIMS OR
OTHERWISE . THIS WAIVER SHALL APPLY TO ANY SUBSEQUENT AMENDMENTS , RENEWALS, SUPPLEMENTS OR MODIFICATIONS TO THIS
AGREEMENT OR ANY OTHER OF THE LOAN DOCUMENTS. A COPY OF THIS SECTION 8.17MAY BE FILED WITH ANY COURT AS WRITTEN EVIDENCE
OF THE WAIVER OF THE RIGHT TO TRIAL BY JURY AND THE CONSENT TO TRIAL BY COURT.

Section 8.18Arbitration .

(a) Arbitration . The parties hereto agree, upon demand by any, parsubmit to binding arbitration all claims, pliges and controversies
between or among them (and their respective empiyaficers, directors, attorneys, and other agenthether in tort, contract or otherwise
arising out of or relating to in any way (i) theatoand related Loan Documents which are the subfahts Agreement and its negotiation,
execution, collateralization, administration, repent, modification, extension, substitution, forioat inducement, enforcement, default or
termination; or (ii) requests for additional credit

(b)Governing Rules Any arbitration proceeding will (i) proceed inazation in California selected by the American iudtion
Association ((AAA” ); (ii) be governed by the Federal Arbitration A€ttle 9 of the United States Code), notwithstagdamy conflicting
choice of law provision in any of the documentsamtn the parties; and (iii) be conducted by the AAAsuch other administrator as the
parties shall mutually agree upon, in accordandke thie AAA’s commercial dispute resolution procesijrunless the claim or counterclaim is
at
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least $1,000,000.00 exclusive of claimed interadtitration fees and costs in which case the atinim shall be conducted in accordance with
the AAA’s optional procedures for large, complexrouercial disputes (the commercial dispute resatutimcedures or the optional
procedures for large, complex commercial dispusdsetreferred to, as applicable, as‘tReles” ). If there is any inconsistency between the
terms hereof and the Rules, the terms and procedetdorth herein shall control. Any party whddair refuses to submit to arbitration
following a demand by any other party shall bebcasdts and expenses incurred by such other padgrnpelling arbitration of any dispute.
Nothing contained herein shall be deemed to beiaewhy any party that is a bank of the protectiafferded to it under 12 U.S.C. 891 or
similar applicable state law.

(c) No Waiver of Provisional Remedies, Self-Help anceElosure. The arbitration requirement does not limit tightiof any party to
(i) foreclose against real or personal propertyatefal; (ii) exercise self-help remedies relatiogollateral or proceeds of collateral such as
setoff or repossession; or (iii) obtain provisionakncillary remedies such as replevin, injuncteiéef, attachment or the appointment of a
receiver, before during or after the pendency gfabitration proceeding. This exclusion does ratstitute a waiver of the right or obligat
of any party to submit any dispute to arbitratiomeference hereunder, including those arising ftbenexercise of the actions detailed in
sections (i), (ii) and (iii) of this paragraph.

(d) Arbitrator Qualifications and PowersAny arbitration proceeding in which the amountantroversy is $5,000,000.00 or less will be
decided by a single arbitrator selected accordirthe Rules, and who shall not render an awardeztgr than $5,000,000.00. Any dispute in
which the amount in controversy exceeds $5,0000@0¢hall be decided by majority vote of a panehote arbitratorsprovided however
that all three arbitrators must actively particgat all hearings and deliberations. The arbitratifirbe a neutral attorney licensed in the State
of California or a neutral retired judge of thetstar federal judiciary of California, in eitherseawith a minimum of ten years experience in
the substantive law applicable to the subject maftéhe dispute to be arbitrated. The arbitratdl determine whether or not an issue is
arbitratable and will give effect to the statuté$imitation in determining any claim. In any antation proceeding the arbitrator will decide
(by documents only or with a hearing at the artoira discretion) any pre-hearing motions which simeilar to motions to dismiss for failure
to state a claim or motions for summary adjudigatithe arbitrator shall resolve all disputes inadance with the substantive law of
California and may grant any remedy or relief thaburt of such state could order or grant withim$cope hereof and such ancillary relief as
is necessary to make effective any award. Theratbitshall also have the power to award recovénll@osts and fees, to impose sanctions
and to take such other action as the arbitratomdee=cessary to the same extent a judge couldgnirsuthe Federal Rules of Civil
Procedure, the California Rules of Civil Procedor@ther applicable law. Judgment upon the awandered by the arbitrator may be entered
in any court having jurisdiction. The institutiondamaintenance of an action for judicial reliefooirsuit of a provisional or ancillary remedy
shall not constitute a waiver of the right of ararty, including the plaintiff, to submit the comarsy or claim to arbitration if any other party
contests such action for judicial relief.
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(e) Discovery. In any arbitration proceeding discovery will bermitted in accordance with the Rules. All discgvehall be expressly
limited to matters directly relevant to the dispbh&ng arbitrated and must be completed no later #0 days before the hearing date and
within 180 days of the filing of the dispute withet AAA. Any requests for an extension of the disagweriods, or any discovery disputes,
will be subject to final determination by the arator upon a showing that the request for discoigegssential for the party’s presentation and
that no alternative means for obtaining informai®available.

(f) Class Proceedings and ConsolidatiariEhe resolution of any dispute arising pursuarihtoterms of this Agreement shall be
determined by a separate arbitration proceedingsanl dispute shall not be consolidated with otligputes or included in any class
proceeding.

(g) Payment Of Arbitration Costs And FeeBhe arbitrator shall award all costs and expen§ése arbitration proceeding.

(h) Real Property Collateral; Judicial Referencdlotwithstanding anything herein to the contrany dispute shall be submitted to
arbitration if the dispute concerns indebtednesarsg directly or indirectly, in whole or in pably any real property unless (i) the holder of
the mortgage, lien or security interest specificalbcts in writing to proceed with the arbitratianm (ii) all parties to the arbitration waive any
rights or benefits that might accrue to them byuarof the single action rule statute of Califortfereby agreeing that all indebtedness and
obligations of the parties, and all mortgages,diand security interests securing such indebtedmabsbligations, shall remain fully valid
and enforceable. If any such dispute is not sulahitb arbitration, the dispute shall be referred teferee in accordance with California Code
of Civil Procedure Section 638 et seq., and thisegal reference agreement is intended to be spaltyfienforceable in accordance with said
Section 638. A referee with the qualifications rieg herein for arbitrators shall be selected pamsto the AAA’s selection procedures.
Judgment upon the decision rendered by a refedklshentered in the court in which such procegaias commenced in accordance with
California Code of Civil Procedure Sections 644 &48.

(i) Miscellaneous To the maximum extent practicable, the AAA, thieitaators and the parties shall take all actiaquieed to conclude
any arbitration proceeding within 180 days of tiiad of the dispute with the AAA. No arbitrator other party to an arbitration proceeding
may disclose the existence, content or resultetieexcept for disclosures of information by atpaequired in the ordinary course of its
business or by applicable law or regulation. If entiran one agreement for arbitration by or betwherparties potentially applies to a disp
the arbitration provision most directly relatedtie Loan Documents or the subject matter of theudésshall control. This arbitration
provision shall survive termination, amendmentxpigation of any of the Loan Documents or any lielaghip between the parties.

Section 8.19Confidentiality.Bank shall hold all confidential non-public infortien obtained by Bank in accordance with Bank’s
customary procedures for handling confidential infation of this naturggrovidedthat Bank may disclose such confidential informaii to
its examiners, Affiliates, outside auditors, courss®l other professional advisors on a need to
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know basis, (ii) to any prospective participantransferee of Bank’s rights or obligations hereungeovided such participant or transferee
agrees, prior to the disclosure of such informakigiBank, to be bound by the terms of this Sed8d® with respect to such information and
(iii) as required or requested by any Governmettahority or representative thereof or pursuaregal processprovided furtheithat this
duty shall expire if such information becomes paliglavailable through no breach of this Sectiord®$ Bank;provided furthetthat unless
specifically prohibited by applicable law or coortler, Bank shall use commercially reasonable &ffqrior to disclosure thereof, to notify
Borrower of the request for disclosure of such pabtic information (A) by a Governmental Authoriby representative thereof or

(B) pursuant to legal process. Notwithstanding laimgt herein to the contrary, Bank may disclosenp @nd all Persons, without limitation of
any kind, any information with respect to the “teeatment” and “tax structure” (in each case, wittiie meaning of Treasury

Regulation Section 1.6011-4) of the transactiomgaraplated hereby and all materials of any kindl(iding opinions or other tax analyses)
that are provided Bank relating to such tax treatraed tax structurgirovidedthat with respect to any document or similar itéat in either
case contains information concerning the tax treatror tax structure of the transaction as wedtitagr information, this sentence shall only
apply to such portions of the document or similemi that relate to the tax treatment or tax stmecti the transactions contemplated hereby.

Section 8.2(Effect on Prior Agreementhis Agreement amends and restates the Originaékgent in its entirety, effective as of the
Closing Date, and is not intended to constitutewation of the obligations thereunder. Nothing eimgd herein shall terminate any security
interests, guaranties or subordinations in favdBarfik and all such security interests, guarantiglssabordinations shall continue in full force
and effect.

[Signatures on Next Page]
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IN WITNESS WHEREOF, the parties hereto havwgsed this Agreement to be executed by their resgectficers thereunto duly
authorized as of the date first above written.

Apio, Inc. ApIo, INC.

4575 West Main Stret

Guadalupe, CA 9343 By: /sl Kathleen Morga
Telecopier: (805) 246257 Kathleen Morga
Attention:; Kathleen Morga Chief Financial Office

e-mail: kmorgan@apioinc.col
WELLS FARGO BANK, NATIONAL ASSOCIATION
Wells Fargo Bank, N.A

Peninsula RCB( By: __/s/ Tim Palme
400 Hamilton Avenue, P.O. Box 1 Tim Palme
Palo Alto, CA 9430: Vice Presider

Telecopier: (650) 32-0814
Attention: Tim Palme
e-mail: palmert@wellsfargo.col

AMENDED AND RESTATED
CREDIT AGREEMENT
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Exhibit 10.58

FIFTH AMENDMENT TO CREDIT AGREEMENT

LANDEC AG, INC., formerly know as Intellicoat Corporation, a Delawaorporation (the “Company”) ar@al. D NATIONAL BANK,
formerly known as American National Bank, a natidmnking association (the “Bank”), being partieshat certain Credit Agreement dated
as of June 5, 2000, as previously amended (colldgtithe “Agreement”) hereby agree to further achére Agreement by this Fifth
Amendment to Credit Agreement (this “Amendment?),tbe terms and subject to the conditions set fastfollows.

1. DEFINITIONS. Terms used in this Amendment with their initiakées capitalized are used as defined in the Agregmaealess
otherwise defined herein.

a. Amended DefinitionsThe following definitions are hereby amended argdated in their respective entireties as folla

**  “Revolving Loan Maturity Datemeans October 31, 2005, and thereafter any subsedate to which the Commitment may
be extended by the Bank pursuant to the terms afd®e2(a)(iv).

b. _New DefinitionThe following definition is hereby added to Sectibof the Agreement as follows:

*»* " Fifth Amendment means that certain agreement entitled “Fifth Ameewinio Credit Agreement” between the Company and
the Bank dated as of Octok7 th.2004.

2. THE REVOLVING LOAN. Section 2(a)(i), the first sentence of Section @japnd Section 2(a)(iii) of the Agreement arediny
amended and restated in their respective entiratiésllows:

(i) The Commitment— Use of Proceed$:rom the date of the Fifth Amendment and untilRevolving Loan Maturity Date, the Bank
agrees to make Advances (collectively, the “Revavioan”) under a revolving line of credit from &nto time to the Company of
amounts not exceeding in the aggregate at anydirtstanding the lesser of Seven Million Five Hudféousand and 00/100
Dollars ($7,500,000.00) (the “Commitment}) the Borrowing Base, provided that all of the ditions of lending stated in Sectiol
of this Agreement as being applicable to the Ramngh.oan have been fulfilled at the time of eachvAuice. Proceeds of the
Revolving Loan may be used by the Company onlyforking capital purpose

(i) Method of Borrowing The obligation of the Company to repay the Reva@\ioan shall be evidenced by the Promissory Notbe




(iii)

Company in the form cExhibit “A” attached to the Fifth Amendment (i Revolving Not").

Interest on the Revolving Loamnhe principal amount of the Revolving Loan outstagdrom time to time shall bear interest until
maturity of the Revolving Note at a rate per anraqual to the Prime Rate plus three eighths of enegmt (.375%). After maturit
whether on the Revolving Loan Maturity Date or ao@unt of acceleration upon the occurrence of aanEwef Default, and until
paid in full, the Revolving Loan shall bear intdrasa per annum rate equal to the Prime Ratefpiusand one-half percent
(4-1/2%). Accrued interest shall be due and payataathly on the last Banking Day of each month prgomaturity. After
maturity, interest shall be payable as accruedwdtitbut demand

3. REPRESENTATIONS AND WARRANTIES. To induce the Bank to enter into this Amendmerdg,@ompany affirms that the
representations and warranties continued in thedéwment are correct and accurate as of the dabésohtmendment, except that (i) they shall
be deemed also to refer this Amendment, as wellla®cuments named herein, and (ii) Section 3d)lbe deemed also to refer to the most
recent audited and unaudited financial statemdrtseeocCompany furnished to the Bank.

4. EVENTS OF DEFAULT. The Company certifies to the Bank that no Everidefault or Unmatured Event of Default under the

Agreement has occurred and is continuing as ofl#fte of this Amendment.

5. CONDITIONS PRECEDENT. This Amendment shall become effective upon reaefiphe following by the Bank, duly executed and
in form and substance satisfactory to the Bank:

a.
b.

C.

This Amendment
The Revolving Loan Note in the form attached heesExhibit “A”.
The Reaffirmation of Guaranty Agreement in the fattached hereto iExhibit“B,” duly executed by Landec Corporatit

The Acknowledgment and Consent of Subordih@reditor in the form attached hereto as ExHibijt duly executed by Landec
Corporation.

A Resolution of the Board of Directors oétEompany authorizing the execution, delivery amdgsmance of this Amendment and
the other Loan Documents named herein to whiclCitrapany is a party certified as of the closing dst¢he Secretary of the
Board of Directors
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g. A certificate of the Secretary of the Boafdirectors of the Company certifying the nameshef officer or officers authorized to
sign this Amendment and other Loan Documents namegin to which the Company is a pa

h. A Resolution of the Board of Directors ofridc authorizing the execution, delivery and penmce of the Reaffirmation of
Guaranty Agreement, the Acknowledgment and ConsieBtibordinated Creditor, and the other Loan Documaamed herein to
which Landec is a party certified as of the clogilage by the Secretary of the Board of Direct

i. A certificate of the Secretary of the BoafdDirectors of the Landec certifying the nameshaf officer or officers authorized to
execute the Reaffirmation of Guaranty Agreemer Abknowledgment and Consent of Subordinated Gredihd other Loan
Documents named herein to which Landec is a p

J- Payment of the reasonable attorneys’ fees ofgguor the Bank incurred in connection with thafting and negotiation of this
Amendment; an

k.  Such other instruments, agreements, and documentsia be required by the Bank pursuant he

9. EFFECT OF FIFTH AMENDMENT . Except as amended by this Amendment, all of theseand conditions of the Agreement shall
continue unchanged and in full force and effecetbgr with this Amendment.

IN WITNESS WHEREOF, the Company and the Bank, by their respective dutiorized officers, have executed and delivered in
Indiana this Fifth Amendment to Credit Agreemenb&®ctober 7, 2004.

LANDEC AG, INC., formerly known as
Intellicoat Corporation, a Delaware corporat

By: /s/ Michael E. Godlov:
Michael E. Godlove, Chief Financial Offic
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OLD NATIONAL BANK, formerly known as
American National Bank, a national banking assamie

By: /s/ John T. Travis, SV

John T. Travis, Senior Vice President and Seniodeg
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SCHEDULE OF EXHIBITS

Exhibit“A” — Promissory Note (Revolving Loan) ($7,500,000.
Exhibit“B” — Reaffirmation of Guaranty Agreement (Landec Corfiorg
Exhibit“C" — Acknowledgment and Consent of Subordinated Creditandec Corporatior
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Exhibit 10.58

SIXTH AMENDMENT TO CREDIT AGREEMENT

LANDEC AG, INC., formerly know as Intellicoat Corporation, a Delawaorporation (the “Company”) ar@al. D NATIONAL BANK,
formerly known as American National Bank, a natidmnking association (the “Bank”), being partieghat certain Credit Agreement dated
as of June 5, 2000, as previously amended (colldgtithe “Agreement”) hereby agree to further athttre Agreement by this Sixth
Amendment to Credit Agreement (the “Amendment”) tloe terms and subject to the conditions set fastfollows.

1. DEFINITIONS . Terms used in this Amendment with their initiakée$ capitalized are used as defined in the Agregmaeless
otherwise defined herein.

a. Amended Definition:. The following definitions are hereby amended eexdated in their respective entireties as follc

**  “ Revolving Loan Maturity Daté means October 7, 2006, and thereafter any sulksg¢giate to which the Commitment may
be extended by the Bank pursuant to the terms afd®e2(a)(iv).

b.  New Definition. The following definition is hereby added to Sentil of the Agreement as follow

*»*  “ Sixth Amendment’ means that certain agreement entitled “Sixth Admant to Credit Agreement” between the Company
and the Bank dated as of October 7, 2(

2. THE REVOLVING LOAN . Section 2(a)(iii) of the Agreement is hereby amehaied restated in its entirety as follows:

(i) Interest on the Revolving Loarmhe principal amount of the Revolving Loan outstiag from time to time shall bear interest until
maturity of the Revolving Note at a rate per anraqual to the Prime Rate. After maturity, whethetlm Revolving Loan
Maturity Date or on account of acceleration upandbcurrence of an Event of Default, and until paitull, the Revolving Loan
shall bear interest at a per annum rate equakt®time Rate plus four and one-half percent/@8). Accrued interest shall be ¢
and payable monthly on the last Banking Day of @aonth prior to maturity. After maturity, interestiall be payable as accrued
and without demanc




3. AFFIRMATIVE COVENANTS OF THE COMPANY . Section 5(b)(iv) of the Agreement is hereby aneghand restated in its
entirety as follows:

(iv) Borrowing Base CertificatesAs of such dates as the Bank may reasonablynequi

4. NEGATIVE COVENANTS OF THE COMPANY . Sections 6a(i) and (ii) of the Agreement are hgr@mended and restated in their
entirety as follows:

() Ratio of Liabilities to Tangible Capital Ba.The Company shall maintain at all times the rafidsototal liabilities less
Subordinated Debt to its Tangible Capital Baselaval not greater than 2.00 to 1.00, tested dseo&nd of each calendar quarter.
For purposes of testing compliance with this congnthe term “liabilities” shall include the presemlue of all capital lease
obligations of the Company, determined as of ang tiee ratio is to be teste

(i) Cash Flow Coverage Ratibhe Company shall maintain a cash flow coverage adtnot less than 1.25 to 1.00, tested annually a
of the Fiscal Year End of the Company. For purpaée¢kis covenant, the phrase “cash flow coverage't means the ratio of:
(A) the Compan’'s EBITDA over (B) the sum of the principal paid plinterest expens

5. RENEWAL FEE . In consideration of the renewal of the Revolvirggn and the decrease in the interest rate apjdicatthe
Revolving Loan, the Company agrees to pay the Bari&e of Ten Thousand and 00/100 Dollars ($100@Gimultaneously with execution

of this Amendment.

6. REPRESENTATIONS AND WARRANTIES . To induce the Bank to enter into this Amendmerd,@tompany affirms that the
representations and warranties continued in thedéwment are correct and accurate as of the dabésohtnendment, except that (i) they shall
be deemed also to refer this Amendment, as wellla®cuments named herein, and (ii) Section 3d)l9e deemed also to refer to the most
recent audited and unaudited financial statemdrtseeoCompany furnished to the Bank.

7. EVENTS OF DEFAULT . The Company certifies to the Bank that no EveriDefault or Unmatured Event of Default under the
Agreement has occurred and is continuing as ofl#fte of this Amendment.

8. CONDITIONS PRECEDENT . This Amendment shall become effective upon reaeiptie following by the Bank, duly executed and
in form and substance satisfactory to the Bank:

a. This Amendment
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b. The Revolving Loan Note in the form attached heesExhibit “A ”.
c. The Reaffirmation of Guaranty Agreement in the fattached hereto Exhibit“B ,” duly executed by Landec Corporatis

e. The Acknowledgment and Consent of Subordth@reditor in the form attached hereto as ExKiBit’ duly executed by Landec
Corporation,

f. A Resolution of the Board of Directors oétEompany authorizing the execution, delivery amdgsmance of this Amendment
and the other Loan Documents named herein to whiglCompany is a party certified as of the closlate by the Secretary of t
Board of Directors

g. A certificate of the Secretary of the Boafdirectors of the Company certifying the nameshef officer or officers authorized to
sign this Amendment and other Loan Documents namegin to which the Company is a pa

h. A Resolution of the Board of Directors ofidc authorizing the execution, delivery and penmce of the Reaffirmation of
Guaranty Agreement, the Acknowledgment and Consfe®tibordinated Creditor, and the other Loan Docuseamed herein to
which Landec is a party certified as of the clogilage by the Secretary of the Board of Direct

i. A certificate of the Secretary of the BoafdDirectors of the Landec certifying the nameshaf officer or officers authorized to
execute the Reaffirmation of Guaranty Agreememt,Abknowledgment and Consent of Subordinated Gredihd other Loan
Documents named herein to which Landec is a p

. Payment of the reasonable attorneys’ fees ofselifor the Bank incurred in connection with thafting and negotiation of this
Amendment; an

k.  Such other instruments, agreements, and documgmntay be required by the Bank pursuant he

9. EFFECT OF SIXTH AMENDMENT . Except as amended by this Amendment, all of thegeand conditions of the Agreement shall
continue unchanged and in full force and effecetbgr with this Amendment.
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IN WITNESS WHEREOF, the Company and the Bank, by their respective duthorized officers, have executed and delivered in
Indiana this Sixth Amendment to Credit Agreemenvfa®ctober 7, 2005.

LANDEC AG, INC., formerly known as Intellicoat
Corporation, a Delaware corporation

By: /s/ Michael E. Godlov:
Michael E. Godlove, Chief Financial Office

OLD NATIONAL BANK, formerly known as
American National Bank, a national banking assamiat

By: /s/ John T. Travi:
John T. Travis, Senior Vice Preside
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STATE OF )

)
COUNTY OF )

Before me, a Notary Public in and for said Countyg &tate, personally appeared Michael E. GodldweChief Financial Officer of
LANDEC AG, INC, a Delaware corporation, who as sacithorized officer acknowledged execution of iie§oing Sixth Amendment to
Credit Agreement on behalf of said corporation the day of , 2005.

Signature

Printed:

Notary Public

My Commission Expires:

My County of Residence:

STATE OF

)
)
COUNTY OF )

Before me, a Notary Public in and for said Countygl State, personally appeared John T. Travis, a6¥ite President of Old National
Bank, who as such authorized officer acknowledgestetion of the foregoing Sixth Amendment to Crektireement on behalf of said
corporation the day of , 2005.

Signature

Printed:

Notary Public

My Commission Expires:

My County of Residence:
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SCHEDULE OF EXHIBITS

Exhibit“A” —  Promissory Note (Revolving Loan) ($7,500,000.
Exhibit“B” —  Reaffirmation of Guaranty Agreement (Landec Corporg
Exhibit“C” —  Acknowledgment and Consent of Subordinated Creditandec Corporatior
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Exhibit 31.1

CERTIFICATION

I, Gary T. Steele, certify that:
1. | have reviewed this quarterly report on FormQ@0f Landec Corporation;

2. Based on my knowledge, this quarterly reporsdus# contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statemeamid,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f))for the registrant and have:

(a) designed such disclosure controls andguhaies, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the metin which this quarterly report is being prepared

(b) designed such internal control over firaheeporting, or caused such internal control dirsncial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) evaluated the effectiveness of the regdts disclosure controls and procedures and predém this quarterly report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougrdhis quarterly report based on such
evaluation, and

(d) disclosed in this quarterly report anyrogpain the registrant’s internal control over finmhreporting that occurred during the
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual r¢ploat has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) all significant deficiencies and materiedaknesses in the design or operation of intematral over financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, tlaolves management or other employees who haygniisant role in the registrant’s internal
control over financial reporting.

Date: January 6, 2006

/sl Gary T. Steel

Gary T. Steelt
Chief Executive Office







Exhibit 31.

CERTIFICATION

I, Gregory S. Skinner, certify that:
1. | have reviewed this quarterly report on FormQ@0f Landec Corporation;

2. Based on my knowledge, this quarterly reporsdus# contain any untrue statement of a materéldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the financial statemeamid,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainiisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f))for the registrant and have:

(a) designed such disclosure controls andguhaies, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the metin which this quarterly report is being prepared

(b) designed such internal control over firaheeporting, or caused such internal control dirsncial reporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymiedeaccounting principles ;

(c) evaluated the effectiveness of the regdts disclosure controls and procedures and predém this quarterly report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougrdhis quarterly report based on such
evaluation; and

(d) disclosed in this quarterly report anyrogpain the registrant’s internal control over finmhreporting that occurred during the
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual r¢ploat has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrang other certifying officer and | have disclosedsdhon our most recent evaluation of internal @miver financial reporting
to the registrant’s auditors and the audit commititthe registrant’s board of directors (or pessperforming the equivalent functions):

(a) all significant deficiencies and materiedaknesses in the design or operation of intematral over financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) any fraud, whether or not material, tlaolves management or other employees who haygniisant role in the registrant’s internal
control over financial reporting.

Date: January 6, 2006

/sl Gregory S. Skinnge

Gregory S. Skinner
Chief Financial Office!







Exhibit 32.1

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 Han Corporation (the “Company”) on Form 10-Q far geriod ending November 27, 2005
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), I, Gary T.ebte Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. 8 1350, as adopted pursuant to 8 906 ofahgaBes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitiesiange Act of 1934; and
(2) The information contained in the Repoitlygpresents, in all material respects, the firiahcondition and result of operations of the
Company.

Date: January 6, 2006

/sl Gary T. Steele

Gary T. Steele

Chief Executive Officer and President
(Principal Executive Officer

*

The foregoing certification is being furnishedlely pursuant to Section 906 of the SarbanesyOktt of 2002 (subsections (a) and

(b) of Section 1350, Chapter 63 of Title 18, Unifstdtes Code) and is not being filed as part oftiren 10Q or as a separate disclos
document






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 Landamrgbration (the “Company”) on Form 10-Q for theipdrending November 27, 2005 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Gregory S.rdler, Vice President of Finance and
Administration and Chief Financial Officer of th@@pany, certify, pursuant to 18 U.S.C. § 1350,dmpeed pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitiesiange Act of 1934; and
(2) The information contained in the Repoitlygpresents, in all material respects, the firiahcondition and result of operations of the
Company.

Date: January 6, 2006

/sl Gregory S. Skinnet

Gregory S. Skinne

Vice President and Chief Financial Officer
(Principal Accounting Officer

* The foregoing certification is being furnishedlely pursuant to Section 906 of the SarbanesyOXtt of 2002 (subsections (a) and
(b) of Section 1350, Chapter 63 of Title 18, Uniftdtes Code) and is not being filed as part ofttren 10Q or as a separate disclos
document



