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United States
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR #3(OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Quarter Ended August 31, 2014or
[] TRANSITION REPORT PURSUANT TO SECTION 13 ORB(tl) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file numben-27446

LANDEC CORPORATION
(Exact name of registrant as specified in its @rart

Delaware 94-302561¢
(State or other jurisdiction (IRS Employel
incorporation or organizatiol Identification Number

3603 Haven Avenue
Menlo Park, California 94025
(Address of principal executive offices, includirip code)

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

Indicate by check mark whether the registrant @b filed all reports required to be filed by Seeti8 or 15(d) of the Securities Exchange A«
1934 during the preceding 12 months (or for sudntsh period that the registrant was requiredltoguch reports), and (2) has been subject tc
filing requirements for at least the past 90 days.

Yes_X No___
Indicate by check mark whether the registrant hésnitted electronically and posted on its corpo¥@tbsite, if any, every Interactive Data File
required to be submitted and posted pursuant te R of Regulation S-T during the preceding 12 tmeor for such shorter period that the
registrant was required to submit and post suekil

Yes__ XNo __

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maxxcelerated filer or a smaller reporting comp
See definition of “large accelerated filer” and ¢aterated filer” and “smaller reporting companyRule 12b-2 of the Exchange Act.

Large Accelerated Filer __ Accelerated FileX
Non Accelerated Filer __ Smaller Reporting Company _

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Erge Act).
Yes __  No_X

As of September 26, 2014, there were 26,866,07&sl Common Stock outstanding.
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Item 1. Financial Statements

(In thousands except shares and per share amounts)

ASSETS
Current Assets:
Cash and cash equivalents

Accounts receivable, less allowance for doubtfabants of $491 and $516 at August 31, 2014 and

25, 2014, respectively
Accounts receivable, related party
Income taxes receivable
Inventories, net
Deferred taxes
Prepaid expenses and other current assets
Total Current Assets

Investment in non-public company, non-fair value
Investment in non-public company, fair value
Property and equipment, net
Goodwill, net
Trademarks/tradenames, net
Customer relationships, net
Other assets
Total Assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current Liabilities:

Accounts payable

Accounts payable, related party

Accrued compensation

Other accrued liabilities

Deferred revenue

Current portion of long-term debt
Total Current Liabilities

Long-term debt, less current portion
Deferred taxes
Other non-current liabilities

Total Liabilities

Stockholders’ Equity:

Common stock$0.001 par value; 50,000,000 shares authorize842&218 and 26,815,253 shares is:

PART I|. FINANCIAL INFORMATION

LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS

and outstanding at August 31, 2014 and May 25, 2@&kpectively

Additional paid-in capital
Retained earnings
Total Stockholders’ Equity
Non-controlling interest
Total Equity
Total Liabilities and Stockholders’ Equity

(1) Derived from audited financial statements.

See accompanying notes.
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August 31, May 25,
2014 2014
(unaudited) 1)
8,52¢ 14,24:
43,45¢ 44,42:
33¢ 304
1,02( 2,00(¢
27,83¢ 24,73¢
2,07¢ 2,05¢
5,99: 3,17(
89,25( 90,92¢
792 792
50,80( 39,60(
76,94¢ 74,14(
49,62( 49,62(
48,42¢ 48,42¢
8,49¢ 8,72(
1,60z 1,39
325,93t 313,62:
37,21 31,98:
167 134
3,547 4,09¢
4,40¢ 4,871
1,05¢ 1,25¢
6,98( 6,05¢
53,37( 48,39:
33,05: 28,317
30,58¢ 30,13
1,40: 2,021
118,40¢ 108,86:
27 27
131,83¢ 131,48t
73,907 71,55¢
205,76° 203,06¢
1,76: 1,692
207,53( 204,76
325,93 313,62:




LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
(In thousands, except per share amounts)

Three Months Ended

August 31, August 25,
2014 2013

Product sales $ 133,61: $ 109,47¢
Cost of product sales 119,42¢ 96,947
Gross profit 14,18¢ 12,53:
Operating costs and expenses:

Research and development 1,79¢ 1,92¢

Selling, general and administrative 8,85¢ 8,63(
Total operating costs and expenses 10,65¢ 10,55¢
Operating income 3,53¢ 1,97¢
Dividend income 281 281
Interest income 93 60
Interest expense (389 (431)
Other income 20C 5,40(
Net income before taxe 3,72¢ 7,28¢
Income tax expense (1,307 (2,475
Consolidated net income 2,42¢ 4,811
Non-controlling interest (77) (59
Net income and comprehensive income applicablementon stockholdet $ 2,35. $ 4,752
Basic net income per share $ 0.0¢ $ 0.1€
Diluted net income per share $ 0.0¢ $ 0.1¢
Shares used in per share computation
Basic 26,84( 26,45
Diluted 27,267 27,08:

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

(In thousands)

Cash flows from operating activities:
Consolidated net income

Adjustments to reconcile net income to net caskigeal by operating activities:

Depreciation and amortization

Stock-based compensation expense

Net loss on disposal of property and equipment
Deferred taxes

Change in investment in non-public company, faluga

Changes in current assets and current liabilities:
Accounts receivable, net
Accounts receivable, related party
Income taxes receivable
Inventories, net
Issuance of notes and advances receivable
Collection of notes and advances receivable
Prepaid expenses and other current assets
Accounts payable
Accounts payable, related party
Accrued compensation
Other accrued liabilities
Deferred revenue

Net cash provided by operating activit

Cash flows from investing activities:

Purchases of property and equipment

Investment in non-public company, fair value
Purchase of marketable securities

Proceeds from maturities of marketable securities
Net cash used in investing activiti

Cash flows from financing activities:

Proceeds from sale of common stock

Taxes paid by Company for stock swaps and RSUs
Proceeds from long-term debt

Payments on long-term debt

Proceeds from lines of credit

Payments on lines of credit

Change in other assets

Net cash provided by (used in) financing activi
Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

See accompanying notes.
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Three Months Ended

August 31, August 25,
2014 2013
2,42¢  $ 4,811
1,51z 1,84:
39¢ 27¢
— 46
42¢ 2,30
(200 (5,400
963 3,09¢
(34) 46€
93€ 161
(3,099 (47¢)
(1,65€) —
25E —
(1,429) 40
5,231 (2,387)
33 (489
(549 (29
(1,089 99¢
(195 (620
3,94 4,53¢
(4,09¢) (4,345
(11,000 —
— (2,417
— 1,66¢
(15,099 (4,097)
3 25C
(12) (1,210
7,07(C —
(1,41) (1,389
11,115 —
(11,119 (2,950)
(209 31
5,441 (5,267)
(5,719 (4,82))
14,24 13,71¢
8,52¢ $ 8,891




LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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

Landec Corporation and its subsidiaries (“Landecthe “Company”) design, develop, manufacture aibdsfferentiated products for food and
biomaterials markets and license technology apiidica to partners. The Company has two proprigtatymer technology platforms: 1) Intelimer®
polymers, and 2) hyaluronan (“HA") biopolymers. TBempany sells specialty packaged branded Eat 8naaud GreenLine® and private label fresh-cut
vegetables and whole produce to retailers, clutestand foodservice operators, primarily in thetethiStates, Canada and Asia through its Apio, Inc.
(“Apio”) subsidiary and sells HA-based biomateritiisough its Lifecore Biomedical, Inc. (“Lifecoresubsidiary. The Company’s HA biopolymers are
proprietary in that they are specially formulated dpecific customers to meet strict regulatoryurements. The Company’s polymer technologies,@lon
with its customer relationships and trade namesttar foundation, and a key differentiating advgatapon which Landec has built its business.

Basis of Presentation

The accompanying unaudited consolidated finantéaéments of Landec have been prepared in accadeitit accounting principles generally
accepted in the United States for interim finangifdrmation and with the instructions for Form @Q0and Article 10 of Regulation S-X. In the opinioh
management, all adjustments (consisting of norelnring accruals) have been made which are nagdsspresent fairly the financial position at Awsgu
31, 2014, and the results of operations and casisffor all periods presented. Although Landecdwels that the disclosures in these financial sttésn
are adequate to make the information presentethist¢ading, certain information normally includedfinancial statements and related footnotes pegpar
in accordance with accounting principles generatigepted in the United States have been condenseditted in accordance with the rules and regoie
of the Securities and Exchange Commission. Themapaaying financial data should be reviewed in coafion with the audited financial statements and
accompanying notes included in Landec's Annual RepoForm 10-K for the fiscal year ended May 2812.

The results of operations for the three months @éddegust 31, 2014 are not necessarily indicativehefresults that may be expected for an entire
fiscal year because there is some seasonality io'Afnod business, particularly, Apio’s Food Expbusiness and the order patterns of Lifecore’s
customers which may lead to significant fluctuasiam Landec’s quarterly results of operations.dditon, the first quarter of fiscal year 2015 vea$4-
week quarter which occurs once every six years evetpto the standard 13-week quarter.

Basis of Consolidation

The consolidated financial statements are presamtele accrual basis of accounting in accordariteagcounting principles generally accepted
in the United States and include the accounts aflea Corporation and its subsidiaries, Apio anédgfe. All material inter-company transactions and
balances have been eliminated.

Arrangements that are not controlled through votingimilar rights are reviewed under the guiddiocezariable interest entities (“VIES”). A
company is required to consolidate the assetslifieb and operations of a VIE if it is determingxbe the primary beneficiary of the VIE.

An entity is a VIE and subject to consolidationbyf design: a) the total equity investment at igskot sufficient to permit the entity to finands i
activities without additional subordinated finad@apport provided by any parties, including eqiitders or b) as a group the holders of the equity
investment at risk lack any one of the followingetl characteristics: (i) the power, through votiigéts or similar rights to direct the activitiekan entity
that most significantly impact the entity’s economperformance, (ii) the obligation to absorb thpepted losses of the entity, or (iii) the rightégeive the
expected residual returns of the entity. The Compawniewed the consolidation guidance and conclutatlits partnership interest in Apio Cooling atsd
equity investments in non-public companies are\iBs.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States requires management to
make certain estimates and judgments that affecatiounts reported in the financial statementsaandmpanying notes. The accounting estimates that
require management’s most significant and subjegtidgments include revenue recognition; salesnetand allowances; recognition and measurement of
current and deferred income tax assets and ligsilithe assessment of recoverability of long-limedets; the valuation of intangible assets anehitovy;
the valuation of investments; and the valuation modgnition of stock-based compensation.
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These estimates involve the consideration of cortaletors and require management to make judgme&hesanalysis of historical and future
trends can require extended periods of time tdvesand is subject to change from period to peridek actual results may differ from management’s
estimates.

Cash and Cash Equivalents

The Company records all highly liquid securitieshithree months or less from date of purchase tonibaas cash equivalents. Cash equivalents
consisted of money market funds of $1.5 milliotatth August 31, 2014 and May 25, 2014. The mar&ktevof cash equivalents approximates their
historical cost given their short-term nature.

Financial Instruments

The Company'’s financial instruments are primariynposed of marketable securities, commercial-teaaet payables, grower advances, notes
receivable and debt instruments. For short-terimingents, the historical carrying amount approxasadhe fair value of the instrument. The fair vadfie
long-term debt and lines of credit approximatesr ttarrying value. Fair values for long-term fingadnstruments not readily marketable are estighate
based upon discounted future cash flows at pregaitiarket interest rates. Based on these assurmaptim@nagement believes the fair market valueseof th
Company’s financial instruments are not materidifferent from their recorded amounts as of Au@ist2014 and May 25, 2014.

Investments in Non-Public Companies

The Company’s investment in Aesthetic Sciences @attjon (“Aesthetic Sciences”), which is reportedaa investment in non-public company,
non-fair value, in the accompanying ConsolidatethBee Sheets, is carried at cost and adjustedrfoairment losses. Since there is no readily aviailab
market value information, the Company periodicadlyiews this investment to determine if any ottmanttemporary declines in value have occurred based
on the financial stability and viability of AestlieSciences.

On February 15, 2011, Apio purchased 150,000 s@néferred shares for $15 million and 201 commaresh for $201 that were issued by
Windset Holdings 2010 Ltd., a Canadian corporaffdvindset”), and on July 15, 2014, Apio increasedinvestment in Windset by purchasing an
additional 68 shares of common stock and 15,85sla junior preferred stock of Windset for $1iillion. These investments are reported as an
investment in nompublic company, fair value, in the accompanying €idated Balance Sheets as of August 31, 2014@y25, 2014. The Company t
elected to account for its investment in Windsetarrthe fair value option (see Note 2).

Intangible Assets

The Company'’s intangible assets are comprisedsibmer relationships with a finite estimated uséfelof twelve to thirteen years and
trademarks, trade names and goodwill with indefitiites.

Finitedived intangible assets are reviewed for possibleairment whenever events or changes in circumesapecur that indicate that the carry
amount of an asset (or asset group) may not beeeaiole. Indefinite lived intangible assets argawed for impairment at least annually, in accoa
with accounting guidance. For non-goodwill indetrlived intangible assets, the Company performsaditative analysis in accordance with ASC 350-30-
35. For goodwill, the Company performs a quantiatinalysis in accordance with ASC 350-20-35.

Partial Self-Insurance on Employee Health Plan

The Company provides health insurance benefitfigibke employees under a self-insured plan whertbleyCompany pays actual medical claims
subject to certain stop loss limits. The Compamyprés selfinsurance liabilities based on actual claims féed an estimate of those claims incurred bu
reported. Any projection of losses concerning tlenfany's liability is subject to a high degree afiability. Among the causes of this variabilityear
unpredictable external factors such as inflatidagachanges in severity, benefit level changesjcakcosts, and claims settlement patterns. Tdifs s
insurance liability is included in accrued liabég and represents management's best estimate afrtbunts that have not been paid as of AuguBY
and May 25, 2014. It is reasonably possible thaietkpense the Company ultimately incurs could défed adjustments to future reserves may be nagye

-7-




Long-Term Incentive Plan

On July 25, 2013, the Landec Long-Term IncentivenRILTIP”) was established which allows certaireentives to earn a performance-based
bonus that is based upon a cumulative operatirgectarget for fiscal years 2014, 2015, and 20hé. OTIP was designed to align the interests of
management with the long-term financial succesh®Company. If the three-year cumulative operaitiggme target is met, approximately $2.0 million
in bonuses will be paid. The Company was recortliegestimated plan bonus on a straight-line bags thhe 36-month LTIP period. As of August 31,
2014, the Company determined it is unlikely the#iyear cumulative operating income target wilbb&ined and therefore all LTIP bonuses were
reversed. The reversal resulted in a $677,000 tieduin selling, general, and administrative exganduring the three months ended August 31, 2014 in
the accompanying Consolidated Statements of Corepeie Income. The long-term incentive bonusesuaccunder this plan of $0 and $677,000 are
included in other non-current liabilities in thecampanying Consolidated Balance Sheets as of Agjy<014 and May 25, 2014, respectively.

Fair Value Measurements

The Company uses fair value measurement accouatiimancial assets and liabilities and for finedénstruments and certain other items
measured at fair value. The Company has electefhithealue option for its investment in a non-gatdompany (see Note 2). The Company has not electe
the fair value option for any of its other eligiiieancial assets or liabilities.

The accounting guidance established a three-talthy for fair value measurements, which pripesi the inputs used in measuring fair value as
follows:

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

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

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

As of August 31, 2014, the Company held certairtasand liabilities that are required to be meabatdair value on a recurring basis, including
an interest rate swap and a minority interest itnaeat in Windset.

The fair value of the Company ’ s interest ratesvgadetermined based on model inputs that carbbereed in a liquid market, including yield
curves, and is categorized as a Level 2 measurement

The Company has elected the fair value option obawting for its investment in Windset. The caltiola of fair value utilizes significant
unobservable inputs in the discounted cash flowetspdhcluding projected cash flows, growth rated discount rates. As a result, the Company ' s
investment in Windset is considered to be a Lewakasurement investment. The change in the faikeb&alue of the Company ' s investment in Windset
for the three months ended August 31, 2014 wagsaltlee Company ’ s 26.9% minority interest in tihewge in the fair market value of Windset during th
period. In determining the fair value of the invastt in Windset, the Company utilizes the followsignificant unobservable inputs in the discourdash
flow models:

At August 31, 2014 | At May 25, 2014
Revenue growth rates 1% 4%
Expense growth rates 4% 4%
Income tax rates 15% 15%
Discount rates 16% to 22% 16% to 22%




The revenue growth, expense growth and incomeat@xassumptions, consider the Company's best éstohthe trends in those items over the
discount period. The discount rate assumptioagahkto account the risk-free rate of return, tleekat equity risk premium and the company’s specifik
premium and then applies an additional discountsick of liquidity of the underlying securitiesThe discounted cash flow valuation model usechiy t
Company has the following sensitivity to changemputs and assumptions (in thousands):

Impact on value ¢
Windset investment as

August 31, 2014

10% increase in revenue growth rates 5 4,00(
10% increase in expense growth rates 8 (3,300
10% increase in income tax rates $ —
10% increase in discount rates 8 (1,800

Imprecision in estimating unobservable market ismatn affect the amount of gain or loss recorded faarticular position. The use of different
methodologies or assumptions to determine thesédire of certain financial instruments could regula different estimate of fair value at the reay date

The following table summarizes the fair value af @ompany’s assets and liabilities that are medsatr&air value on a recurring basis, as of
August 31, 2014 and May 25, 2014 (in thousands):

Fair Value at August 31, 2014 Fair Value at May 25, 2014
Assets: Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Investment in private company - - 50,80( - - 39,60(
Total $ - 3 - 3 50,80C $ - 3 - 3 39,60(
Liabilities:
Interest rate swap - 20 - - 44 -
Total $ - 3 20 $ - 8 - 9 44 $ -

Revenue Recognition

Revenue from product sales is recognized when thgrersuasive evidence that an arrangement etiflgdas transferred, the price is fixed and
determinable, and collectability is reasonably es$uAllowances are established for estimated Uectithle amounts, product returns, and discounsgeda
on specific identification and historical losses.

Apio’s Food Products Technology revenues genecalhsist of revenues generated from the sale ofapepackaged fresh-cut and whole value-
added processed vegetable products that are ggnesashed and packaged in the Company’s proprigtackaging and sold under Apio’s Eat Smart and
GreenLine brands and various private labels. Revé&nhgenerally recognized upon shipment of thesduymts to customers. The Company takes title to all
produce it trades and/or packages, and therefecerds revenues and cost of sales at gross aninuhts Consolidated Statements of Comprehensive
Income

In addition, Food Products Technology value-ad@s@mues include the revenues generated from Apidir€p LP, a vegetable cooling operation
in which Apio is the general partner with a 60% ewahip position and from the sale of BreatheWaykagitig to license partners. Revenue is recognin
the vegetable cooling operations as cooling andgtoservices are provided to the Company’s custrBales of BreatheWay packaging are recognized
when shipped to the customer.

Apio’s Food Export revenues consist of revenuesggad from the purchase and sale of primarily wleoimmodity fruit and vegetable products
to Asia by Cal-Ex. As most Cal-Ex customers aredantries outside of the U.S., title transfers es@nue is generally recognized upon arrival of the
shipment in the foreign port. Apio records revengaal to the sale price to third parties becauskds title to the product while in transit.

The HA-based Biomaterials business principally getes revenue through the sale of products conidiA. Lifecore primarily sells products to
customers in three medical areas: (1) Ophthalniiclwvrepresented approximately 60% of Lifecoretgeraies in fiscal year 2014, (2) Orthopedic, which
represented approximately 20% of Lifecore’s reverindiscal year 2014 and (3) Veterinary/Other. Vhst majority of revenues from our HA-based
Biomaterials business are recognized upon shipment.




A small amount of revenues from the HA-based Bi@mals business is related to contract researctdanelopment (R&D) services and multi-
element arrangement services with customers wher€bmpany provides products and/or services imaled arrangement.

Contract R&D revenue is recorded as earned, baségeoperformance requirements of the contract-féfumdable contract fees for which no
further performance obligations exist, and themoi€ontinuing involvement by the Company, are geied on the earlier of when the payments are
received or when collection is assured.

For sales arrangements that contain multiple elésnére Company splits the arrangement into separdts of accounting if the individually
delivered elements have value to the customerstaralalone basis. The Company also evaluates whatlitiple transactions with the same customer or
related party should be considered part of a malgtement arrangement, whereby the Company assesseng other factors, whether the contracts or
agreements are negotiated or executed within & shmr frame of each other or if there are indicathat the contracts are negotiated in contenupladf
each other. The Company then allocates revenuacto element based on a selling price hierarchy rélagive selling price for a deliverable is basedts
vendor-specific objective evidence (VSOE), if aghlk, thirdparty evidence (TPE), if VSOE is not availablegstimated selling price, if neither VSOE |
TPE is available. The Company then recognizes tegven each deliverable in accordance with its sifor product and service revenue recognitiore Th
Company is not typically able to determine VSOHBE, and therefore, uses estimated selling prcafidcate revenue between the elements of the
arrangement.

The Company limits the amount of revenue recognmitay delivered elements to the amount that iscootingent on the future delivery of produ
or services or future performance obligations dnjestt to customer-specific cancellation rights. TGwnpany evaluates each deliverable in an arrangieme
to determine whether they represent separate afrétscounting. A deliverable constitutes a sepawateof accounting when it has stand-alone vedune,
for an arrangement that includes a general righ¢tirn relative to the delivered products or s&sj delivery or performance of the undelivereaipob or
service is considered probable and is substantialfyrolled by the Company. The Company considetsligerable to have stand-alone value if the pebdu
or service is sold separately by the Company otheanavendor or could be resold by the customerthéuoythe revenue arrangements generally do not
include a general right of return relative to tlediviered products. Where the aforementioned catieni a separate unit of accounting are not met, th
deliverable is combined with the undelivered eletfgrand treated as a single unit of accountingtferpurposes of allocation of the arrangement
consideration and revenue recognition. The Compélogates the total arrangement consideration¢h separable element of an arrangement based upon
the relative selling price of each element. Allomatof the consideration is determined at arranggnmeeption on the basis of each unit’s relatietirsg
price. In instances where the Company has notlesial fair value for any undelivered element, rexefor all elements is deferred until deliverytiog
final element is completed and all recognitionesié are met.

Licensing revenue is recognized in accordance pritvailing accounting guidance. Initial licensedege deferred and amortized to revenue over
the period of the agreement when a contract exfsdee is fixed and determinable, and collecitylid reasonably assured. Noncancellable, nondzfole
license fees are recognized over the period cagineement, including those governing research aaeldpment activities and any related supply agest
entered into concurrently with the license whenrtble associated with commercialization of a pradsimon-substantive at the outset of the arrangeéme

From time to time, the Company offers customersssaicentives, which include volume rebates ancbdists. These amounts are estimated on a
quarterly basis and recorded as a reduction ofwexe

A summary of revenues by type of revenue arrangeasedescribed above is as follows (in thousands):

Three months Three months
ended ended
August 31, 2014 August 25, 201 3
Recorded upon shipment $ 106,24 $ 87,41(
Recorded upon acceptance in foreign port 26,58 21,38¢
Revenue from license fees, R&D contracts and r@gfirofit sharing 212 58
Revenue from multiple element arrangements 57& 622
TOTAL $ 133,61: $ 109,47¢

-10-




New Accounting Pronouncements

Revenue Recognition

In May 2014, the FASB issued Accounting Standarddte (“ASU”) No. 2014-09, Revenue from Contractthw@ustomers (Topic 606) ("ASU
2014-09"), which outlines a single comprehensiveleh@or entities to use in accounting for reventisig from contracts with customers and supersedes
most current revenue recognition guidance, inclgdilustry-specific guidance. The standard requerggies to recognize revenue to depict the temsf
promised goods or services to customers in an antbanreflects the consideration to which thetgrakpects to be entitled in exchange for thoselgaw
services. The new guidance also includes a cohesivef disclosure requirements intended to prouibss of financial statements with comprehensive
information about the nature, amount, timing, andantainty of revenue and cash flows arising frooompany’s contracts with customers. ASU 2014-09
will be effective beginning the first quarter okt@ompany's fiscal year 2018 and early applicatiarot permitted. The standard allows for eitheul“f
retrospective” adoption, meaning the standard jidiegh to all of the periods presented, or “modifietrospective” adoption, meaning the standargjdied
only to the most current period presented in tharfcial statements. Management is currently evialyéte effect ASU 2014-09 will have on the
Company's Consolidated Financial Statements amtbdigres.

2. Investments in nor-public companies

In December 2005, Landec entered into a licensjngeanent with Aesthetic Sciences for the exclusiigts to use Landec's Intelimer® materials
technology for the development of dermal fillersridwide under the agreement. The Company receiliates of preferred stock in exchange for the lie
with a valuation of $1.8 million. Aesthetic Sciescld the rights to its Smartfil™ Injector SystemJuly 16, 2010. Landec has evaluated its invesgtine
Aesthetic Sciences for impairment, utilizing a disoted cash flow analysis under the terms of thiehmse agreement. Based on the terms of the Bale, t
Company determined that its investment was othaer temporarily impaired and therefore, recorde@hgairment charge of $1.0 million as of May 30,
2010. The Company’s carrying value of its investmemesthetic Sciences is $793,000 as of Augus2B814 and May 25, 2014. No additional impairment
has been determined for the Company’s investmefésthetic Sciences.

On February 15, 2011, Apio entered into a sharelase agreement (the “Windset Purchase Agreemeitti’Windset. Pursuant to the Windset
Purchase Agreement, Apio purchased from Windse0DBG0senior preferred shares for $15 million antl @dmmon shares for $201. On July 15, 2014,
Apio increased its investment in Windset by puratgaérom the Newell Capital Corporation an addiib68 shares of common stock and 15,857 shares of
junior preferred stock of Windset for $11.0 milliohfter this purchase, the Compi's common shares represent a 26.9% interest in $&ind’he non-
voting senior preferred shares yield a cash divdd&fi7.5% annually. The dividend is payable witBthdays of each anniversary of the execution of the
Windset Purchase Agreement The non-voting juniefgsred stock does not yield a dividend unlessattedi by the Board of Directors of Windset and no
such dividend has been declared.

The Windset Purchase Agreement includes a putalhdgmtion, which can be exercised on the sixtharmsary of the Windset Purchase
Agreement whereby Apio can exercise the put toitselommon and preferred shares to Windset, ordgéncan exercise the call to purchase the those
shares from Apio, in either case, at a price etuab.9% of the appreciation in the fair markeueabf Windset's common shares from the date of the
Company’s investment through the put and call dates the liquidation value of the preferred shafe$20.1 million ($15 million for the senior prefed
shares and $5.1 million for the junior preferredrsis). Under the terms of the arrangement with ¥&hdhe Company is entitled to designate onevef fi
members on the Board of Directors of Windset.

The investment in Windset does not qualify for éguiethod accounting as the investment does not theeriteria of insubstance common stc
due to returns through the annual dividend onndrevoting senior preferred shares that are natadbta to the common stock holders. As the put eald
options require the Purchased Shares to be patleddn equal proportions, the Company has deedimadhe investment, in substance, should be tleste
a single security for purposes of accounting. Then@any has adopted fair value option in the acéogrior its investment in Windset effective on the
acquisition date. The fair value of the Companyrivestment in Windset utilizes significant unobsdale inputs in the discounted cash flow models,
including projected cash flows, revenue/expensa/tjroates and discount rates (see Note 1) anctisfibre considered a Level 3 investment for falu@a
measurement purposes. The Company believes thatirgpits investment at fair value provides itggstors with useful information on the performante
the Company ' s investment and the anticipatedeagig@tion in value as Windset expands its business.
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The fair value of the Company’s investment in Wietdsas determined utilizing a discounted cash fioedel based on projections developed by
Windset, and considers the put and call convermsjiions. These features impact the duration ot#sh flow utilized to derive the estimated fairueabf
the investment. Assumptions included in the distedicash flow model will be evaluated quarterlydzhen Windset's actual and projected operating
results to determine the change in fair value.

During both the three months ended August 31, 20f¥August 25, 2013, the Company recorded $2874if06®@idend income. The change in the
fair market value of the Company’s investment imdéet for the three months ended August 31, 20d4agust 25, 2013 was $200,000 and $5.4 million,
respectively, and is included in other income i @onsolidated Statements of Comprehensive Income.

The Company also entered into an exclusive licagseement with Windset, which was executed in 201®, prior to contemplation of Apio’s
investment in Windset. The license agreement alMiirgdset the use of Landec’s proprietary breathphtkaging to extend the shelf life of greenhouse
grown cucumbers, peppers and tomatoes (“ExclugiwduRts”). In accordance with the agreement, Apiieived and recorded a one-time upfront research
and development fee of $100,000 and will receiverise fees equal to 3% of net revenue of the Bxeld®oducts utilizing the proprietary breathable
packaging technology, with or without the Breathg®drademark. The ongoing license fees are sulbjeahnual minimums of $150,000 for each of the
three types of exclusive product as each is aduldtetagreement. As of August 31, 2014, two pradhate been added to the agreement.

3. Stock-Based Compensatiot

The Company records compensation expense for fiaeied awards issued to employees and directoxeliraege for services provided based on
the estimated fair value of the awards on theingdates and is recognized over the required sepéciods (generally the vesting period). For retasbry
options, the cash flows resulting from the tax lfiédeie to tax deductions in excess of the compms@xpense recognized for those options (exeess t
benefit) are classified as financing activitieshiitthe statement of cash flows. The Company’skshased awards include stock option grants and ctesd
stock unit awards (“RSUs").

The following table summarizes the stock-based @ragation for options and RSUs (in thousands):

Three Months Three Months
Ended Ended
August 31, 2014 August 25, 2013
Options $ 13t $ 10€
RSUs 26E 17C
Total stock-based compensation expense $ 39 $ 27¢

The following table summarizes the stock-based @raation by income statement line item (in thousand

Three Months Three Months
Ended Ended
August 31, 2014 August 25, 2013
Research and development $ 12 3 14
Sales, general and administrative 38¢€ 264
Total stock-based compensation expense $ 39¢ $ 27¢

The estimated fair value for stock options, whiettetimines the Company’s calculation of compensatiqrense, is based on the Black-Scholes
option pricing model. RSUs are valued at the clpsivarket price of the Company’s common stock ordtite of grant. The Company uses the straight line
single option method to calculate and recognizdahiesalue of stock-based compensation arrangesnamtiddition, the Company uses historical data to
estimate pre-vesting forfeitures and records stided compensation expense only for those awaatiar expected to vest and revises those estifnates
subsequent periods if the actual forfeitures dififem the prior estimates.

As of August 31, 2014, there was $2.2 million dbtanrecognized compensation expense relatedvested equity compensation awards granted

under the Landec incentive stock plans. Total espés expected to be recognized over the weightethge period of 1 .8 years for stock options afd 1
years for restricted stock unit awards.
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4, Diluted Net Income Per Share

The following table sets forth the computation dited net income per share (in thousands, excepsipare amounts):

Three Months Three Months
Ended Ended
August 31, August 25,

2014 2013
Numerator:
Net income applicable to Common Stockholc $ 235: % 4,752
Denominator:
Weighted average shares for basic net income pee sh 26,84( 26,45:
Effect of dilutive securities:

Stock options and restricted stock units 427 62¢

Weighted average shares for diluted net incomesipare 27,26 27,08:
Diluted net income per share $ 0.0¢ $ 0.1¢

For the three months ended August 31, 2014 and $&#) 2013, the computation of the diluted nebine per share excludes the impact of
options to purchase 336,071 shares and 256,26dssbhB€ommon Stock, respectively, as such impactddibe antidilutive for these periods.

5. Income Taxes

The provision for income taxes for the three morthded August 31, 2014 was $1.3 million. The effectax rate for the three months ended
August 31, 2014 was 36%, compared to 34% for tisé djuarter of fiscal year 2014. The effectivetabe for the three months ended August 31, 2014 was
higher than the statutory federal income tax r&@586 due to several factors, including state tademestic manufacturing deductions, non-deductible
stock-based compensation expense and the benélerfal and state research and development credits

As of August 31, 2014 and May 25, 2014, the Compgwatyunrecognized tax benefits of approximatelyt $dillion and $1.0 million,
respectively. Included in the balance of unrecoghitax benefits as of August 31, 2014 and MayQ%4 is approximately $850,000 and $817,000,
respectively, of tax benefits that, if recognizeduld result in an adjustment to the Company’saife tax rate. The Company does not expect its
unrecognized tax benefits to change significanithiw the next twelve months.

The Company has elected to classify interest andlpies related to uncertain tax positions as apmomant of its provision for income taxes. The
Company has accrued an insignificant amount ofésteand penalties relating to the income tax erutirecognized tax benefits as of August 31, 204 a
May 25, 2014.

Due to tax attribute carryforwards, the Compangubject to examination for tax years 1997 forwandU.S. tax purposes. The Company is
subject to examination in various state jurisditsidor tax years 1998 forward, none of which wediiidually material.

6. Inventories

Inventories are stated at the lower of cost (finsfirst-out method) or market and consisted @f fibllowing (in thousands):

August 31, May 25,
2014 2014
Finished goods $ 14,13¢ $ 11,11
Raw materials 10,62( 10,37¢
Work in progress 3,07¢ 3,24¢
Total $ 27,83¢ % 24,73t
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7. Debt
Long-term debt consists of the following (in tlsands):

August 31, 2014 May 25, 2014

Real estate loan agreement with General Electqgt&laCorporation (“GE Capital”); due in
monthly principal and interest payments of $133,080ugh May 1, 2022 with interest bas

on a fixed rate of 4.02% per annum $ 15,90 $ 16,137
Capital equipment loan with GE Capital; due in nbnprincipal and interest payments of

$175,356 through May 1, 2019 with interest based 6ired rate of 4.39% per annum 9,00¢ 9,43(
Capital equipment loan with GE Capital; due in nnprincipal and interest payments of

$95,120 through July 17, 2019 with interest based fixed rate of 3.68% per annum 7,07( —
Term note with BMO Harris Bank N.A. (“BMO Harris"$fue in monthly payments of $250,(

through May 23, 2016 with interest payable mon#tlyIBOR plus 2% per annum 5,25( 6,00(

Industrial revenue bonds (“IRBs”) issued by Lifegodue in annual payments through 2020
with interest at a variable rate set weekly bylibad remarketing agent (0.25% and 0.28¢

August 31, 2014 and May 25, 2014, respectively) 2,80¢ 2,80¢
Total 40,03: 34,37:
Less current portion (6,980 (6,055
Long-term portion $ 33,05 $ 28,31"

On July 17, 2014, Apio entered into an amendmetit GE Capital, which amended the revolving linewfdit dated April 23, 2012 among the
parties. Under the amendment, the revolving linereflit increased from $25 million to $40 millicdhe interest rate was reduced from LIBOR plus 2t6%
LIBOR plus 1.75%, the term was extended to July204,9 and the parties made certain other insigmfichanges. The availability under the revolving |
of credit is based on the combination of the el@#dccounts receivable and eligible inventory (mlity was $27.5 million at August 31, 2014). Afs
revolving line of credit has an unused fee of 0% 7&r annum. At August 31, 2014 and May 25, 20b4amounts were outstanding under Apicevolving
line of credit.

Also on July 17, 2014, Apio entered into a new pment loan whereby Apio can borrow up to $25 millmased on eligible equipment purchases
between August 1, 2012 and August 31, 2015. Eaglewing under this new equipment loan has a fivar yerm with a seven year amortization period at a
fixed rate of 3.68%. During the three months enfledust 31, 2014, Apio borrowed $7.1 million undeistnew equipment loan.

During the three months ended August 31, 2014, Apptalized $226,000 of loan origination fees fribra revolving line of credit amendment
from the new equipment loan with GE Capital. Thiess are being amortized over a five year perigthrhortized loan origination fees associated with al
of the GE Capital debt agreements were $1.1 miliod $1.0 million at August 31, 2014 and May 25l20espectively, and are included in other asgets
the Consolidated Balance Sheets.

Amortization of loan origination fees for Apio reded to interest expense for the three months eAdgdst 31, 2014 and August 25, 2013 were
$46,000 and $47,000, respectively.

On May 23, 2012, Lifecore entered into two finagcagreements with BMO Harris and/or its affiliatesllectively (the “Lifecore Loan
Agreements”):

1) A Credit and Security Agreement (the “Creditrégment”) which includes (a) a one-year, $10.0iomilbsset-based working capital revolving line
of credit, with an interest rate of LIBOR plus 1985with availability based on the combination ofeldore’s eligible accounts receivable and
inventory balances (availability was $7.7 millionfaugust 31, 2014) and with no unused fee (at Augis2014 and May 25, 2014, no amounts
were outstanding under the line of credit) anda(B)1L2.0 million term loan which matures in four ggedue in monthly payments of $250,000 with
interest payable monthly based on a variable isteege of LIBOR plus 2% (the “Term Loan”).
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2) A Reimbursement Agreement pursuant to which BiNHPris caused its affiliate Bank of Montreal teus an irrevocable letter of credit in the
amount of $3.5 million (the “Letter of Credit”) wth is securing the IRB described below.

The obligations of Lifecore under the Lifecore Lodgreements are secured by liens on all of thegutgmf Lifecore. The Lifecore Loan
Agreements contain customary covenants, such déstiioms on the ability to (1) incur
indebtedness or grant liens or negative pledgdsfenore’s assets; (2) make loans or other invests)€3) pay dividends or repurchase stock or other
securities; (4) sell assets; (5) engage in merg@y€nter into sale and leaseback transactionsid@pt certain benefit plans; and (8) make chamges
Lifecore’s corporate structure. In addition, untter Credit Agreement, Lifecore must maintain (a)iaimum fixed charge coverage ratio of 1.10 todnd
a minimum quick ratio of 1.25 to 1.00, both of whimust be satisfied as of the end of each fiscattguand (b) a minimum tangible net worth of
$29,000,000, measured as of the end of each fiseal Lifecore was in compliance with all finanaalvenants as of August 31, 2014 and May 25, 2014.
Unamortized loan origination fees for the Lifecb@man Agreements were $86,000 and $98,000 at AlBfys2014 and May 25, 2014, respectively, and are
included in other assets in the Consolidated Bal@ttweets. Amortization of loan origination feesorded to interest expense for both three montheand
August 31, 2014 and August 25, 2013 was $13,000.

The market value of the Company’s debt approximitgegcorded value as the interest rate on eaghiggtrument approximates current market
rates.

The Term Loan was used to repay Lifecore’s formedit facility with Wells Fargo Bank, N.A. (“WellBargo”). The Letter of Credit (which
replaces a letter of credit previously providedglls Fargo) provides liquidity and credit suppfort the IRBs.

On August 19, 2004, Lifecore issued variable natristrial revenue bonds (“IRBs”) which were assutmgdlandec in the acquisition of Lifecore.
The IRBs are collateralized by a bank letter oflitre/hich is secured by a first mortgage on the @any’s facility in Chaska, Minnesota. In additicime
Company pays an annual remarketing fee equal 26@0Jand an annual letter of credit fee of 0.75%e aturities on the IRBs are held in a sinking fund
account, recorded in other assets in the accompau@onsolidated Balance Sheets, and are paid ohtyemr on SeptembertL

8. Derivative Financial Instruments

In May 2010, the Company entered into a fjgar interest rate swap agreement under its prémlittagreement with Wells Fargo, which expire
April 30, 2015. The interest rate swap was origjndésignated as a cash flow hedge of future istggayments of LIBOR and had a notional amount2@l
million. As a result of the interest rate swap saction, the Company fixed for a five-year perioe interest rate at 4.24% subject to market bageceist
rate risk on $20 million of borrowings under thedit agreement with Wells Fargo. The Company’sgattions under the interest rate swap transactioo as
the scheduled payments were guaranteed and semuthd same basis as its obligations under thét@gatement with Wells Fargo at the time the
agreement was consummated. Upon entering intoaweTierm Loan with BMO Harris, the Company usedgtaceeds from that loan to pay off the Wells
Fargo credit facility. The swap with Wells Fargosa@ot terminated upon the extinguishment of the deéth Wells Fargo. The fair value of the swap
arrangement as of August 31, 2014 and May 25, 2@#4$20,000 and $44,000, respectively, and is dedun other accrued liabilities in the accompag
Consolidated Balance Sheets.

9. Related Party

The Company sells products to and earns licenssffem Windset. During the three months ended Augis2014 and August 25, 2013, the
Company recognized revenues of $34,000 and $32r880ectively, which have been included in prodadts in the accompanying Consolidated
Statements of Comprehensive Income, from the $adeoducts to and license fees from Windset. Thegted receivable balances of $338,000 and $304,00(
are included in accounts receivable, related parthe accompanying Consolidated Balance SheaiAasgust 31, 2014 and May 25, 2014, respectively.

Additionally, unrelated to the revenue transactiabsve, the Company purchases produce from Witfidisstle to third parties. During the three
months ended August 31, 2014 and August 25, 20&3Cbmpany recognized cost of product sales of $00land $364,000, respectively, which have
been included in cost of product sales in the agamying Consolidated Statements of Comprehens@nie, from the sale of products purchased from
Windset. The related accounts payable of $167,8005434,000 are included in accounts payable e@lparty in the accompanying Consolidated Balance
Sheets as of August 31, 2014 and May 25, 2014ectsply.
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All related party transactions are monitored qugrtey the Company and approved by the Audit Corteribf the Board of Directors.
10. Stockholders Equity

During the three months ended August 31, 2014Ctimapany granted options to purchase 469 sharemmmion stock and 29,496 of restricted
stock unit awards.

As of August 31, 2014 the Company has reservedh8libn shares of Common Stock for future issuannder its current and former equity plans.

On July 14, 2010, the Company announced that tleedBaf Directors of the Company had approved thabdishment of a stock repurchase plan
authorizing the repurchase of up to $10 milliorihef Company’s Common Stock. The Company may repsechis common stock from time to time in
open market purchases or in privately negotiaiastictions. The timing and actual number of shamsrchased is at the discretion of managemeiheof t
Company and will depend on a variety of factors|uding stock price, corporate and regulatory reguents, market conditions, the relative attractass
of other capital deployment opportunities and ott@porate priorities. The stock repurchase progitags not obligate Landec to acquire any amouits of
common stock and the program may be modified, sulgzbor terminated at any time at the Companytsation without prior notice. During the three
months ended August 31, 2014, the Company did in@hase any shares on the open market.

Consolidated Statements of Changes in Stockholder&quity (in thousands, except share amounts):

August 31, 2014

Common Stock Shares

Balance at May 25, 2014 26,815,25
Stock options exercised, net of shares tendered 46¢
Vested restricted stock units, net of shares texater 29,49¢
Balance at August 31, 2014 26,845,21

Common Stock

Balance at May 25, 2014 $ 27
Stock options exercised, net of shares tendered —
Vested restricted stock units, net of shares texater —

Balance at August 31, 2014 $ 27
Additional Paid-in Capital
Balance at May 25, 2014 $ 131,48t¢
Stock options exercised, net of shares tendered 3
Vested restricted stock units, net of shares texater —
Taxes paid by Company for stock swaps and RSUs 12
Stock-based compensation expense 39¢
Tax from stock based compensation expense (449
Balance at August 31, 2014 $ 131,83!
Retained Earnings
Balance at May 25, 2014 $ 71,55¢
Net income 2,358
Balance at August 31, 2014 $ 73,907
Non controlling Interest
Balance at May 25, 2014 $ 1,69z
Non controlling interest in net incon 71
Distributions to non controlling interest —
Balance at August 31, 2014 $ 1,768
11. Business Segment Reportin

The Company manages its business operations thtbugh strategic business units. Based upon tbeniation reported to the chief operating
decision maker, who is the Chief Executive Offitke Company has the following reportable segmettts Food Products Technology segment, the Food
Export segment and the Hyaluronan-based Biomasesegment.
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The Food Products Technology segment markets arid gpecialty packaged whole and fresh-cut fruit\eegetables, the majority of which
incorporate the BreatheWay specialty packagingHermetail grocery, club store and food servicesigtry. In addition, the Food Products Technology
segment sells BreatheWay packaging to partnensdieivegetable products. The Food Export segmersistsrof revenues generated from the purchase an
sale of primarily whole commodity fruit and vegdtaproducts to Asia and domestically. The HA-baBemmaterials segment sells products utilizing
hyaluronan, a naturally occurring polysaccharide th widely distributed in the extracellular matof connective tissues in both animals and hunians,
medical use primarily in the Ophthalmic, Orthopeale Veterinary markets. Corporate licenses Lasde&tented Intellicoat seed coatings to the farming
industry and licenses the Company’s Intelimer paysifor personal care products and other indugir@ucts. The Corporate segment also includes
general and administrative expenses, non-Food EBedechnology and non HA-based Biomaterials istareome and income tax expenses. All of the
assets of the Company are located within the UrStetes of America.

The Company’s international sales were as follawsn(llions):

Three Months Ended
August 31, 2014 August 25, 2013

Canada $ 177 $ 9.4
Taiwan $ 16.2 $ 12.C
China $ 44 % 1.€
Japan $ 28 % 3.2
Indonesia $ 1€ $ 2.t
Belgium $ — % 1.2
All Other Countries $ 37 $ 5.3
Operations and identifiable assets by business eeigronsisted of the following (in thousands):
Food Products HA-based
Three Months Ended August 31, 2014 Technology Food Export Biomaterials Corporate TOTAL
Net sales $ 100,10¢ $ 26,597 $ 6,811 $ 10C $ 133,61:
International sales $ 18,15. $ 26,58 $ 1,632 $ —  $ 46,37:
Gross profit $ 11,85 $ 1,18¢ $ 1,04¢ $ 10C $ 14,18¢
Net income (loss $ 3,646 $ 271 $ (1,542 $ 22) $ 2,35:
Depreciation and amortization $ 1,01 $ 1 % 471 $ 31 % 1,51:
Dividend Income $ 281 $ — % — % — % 281
Interest income $ 11 $ — % 71 % 11 $ 93
Interest expense $ 33 % — 3 45 % — % 38¢
Income tax expense (benefit) $ 87C $ 44 $ (251) $ 63¢ $ 1,301
Three Months Ended August 25, 2013
Net sales $ 79,43t $ 21,39¢ $ 8,581 $ 58 $ 109,47¢
International sales $ 9,47¢ $ 21,38¢ $ 4377 $ — % 35,24
Gross profit $ 8,881 $ 1,20 % 2,38¢ $ 58 % 12,53:
Net income (loss $ 7,266 $ 27¢ % (37¢) $ (2,419 $ 4,75:
Depreciation and amortization $ 1,22:  $ 1 $ 584 $ 35 $ 1,84:
Dividend Income $ 281 $ — % — 3 — % 281
Interest income $ 4 3 — % 56 $ — % 6C
Interest expense $ 37¢ $ — % 55 $ — % 431
Income tax expense (benefit) $ 50t % 78 % (106) $ 1,99¢ $ 2,47¢

During the three months ended August 31, 2014 arglét 25, 2013, sales to the Company'’s top fivéoonsrs accounted for 46% and 44%,
respectively, of revenues. The Company’s top twsiamers, Costco Wholesale Corporation and Wal-R#ntes, Inc., from the Food Products Technology
segment accounted for 20% and 11% of revenuesatgply, for the three months ended August 31428id 20% and 12% of revenues, respectively, for
the three months ended August 25, 2013. The Comg@epscts that, for the foreseeable future, a lidnitember of customers may continue to account for a
significant portion of its net revenues.
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion should be read in conjiorctvith the unaudited consolidated financial staats and accompanying notes included in
Part I-ltem 1 of this Form 10-Q and the auditedsmidated financial statements and accompanyingsnaind Management’s Discussion and Analysis of
Financial Condition and Results of Operations ideliliin Landec’s Annual Report on Form 10-K for fiseal year ended May 25, 2014.

Except for the historical information containeddiar the matters discussed in this report are falv@oking statements within the meaning of
Section 21E of the Securities Exchange Act of 1933#se forward-looking statements involve certaiksrand uncertainties that could cause actualtsesu
to differ materially from those in the forward-ldol statements. Potential risks and uncertaintieside, without limitation, those mentioned in tRizrm
10-Q and those mentioned in Landec’s Annual Reproiform 10-K for the fiscal year ended May 25, 2Q%hdec undertakes no obligation to update or
revise any forward-looking statements in orderefitecct events or circumstances that may arise tifeedate of this report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to the Congparitjcal accounting policies which are includen alescribed in the Form 10-K for the fiscal
year ended May 25, 2014 filed with the Securitied Bxchange Commission on August 1, 2014.

The Company

Landec Corporation and its subsidiaries (“Landeche “Company”) design, develop, manufacture addifferentiated products for food and
biomaterials markets and license technology apidica to partners. The Company has two proprigtaltymer technology platforms: 1) Intelimer®
polymers, and 2) hyaluronan (“HA") biopolymers. TBempany’s HA biopolymers are proprietary in thetyt are specially formulated for specific
customers to meet strict regulatory requiremertie. Company’s polymer technologies, along with itstomer relationships and trade names, are the
foundation, and a key differentiating advantagerupbich Landec has built its business. The Comsalig specialty packaged branded Eat Smart and
GreenLine and private label fresh-cut vegetablesvamle produce to retailers, club stores and fendse operators, primarily in the United Statean&da
and Asia through its Apio, Inc. (“Apio”) subsidiaand sells HA-based biomaterials through its Lifed@iomedical, Inc. (“Lifecore”) subsidiary.

Landec has three core businesses — Food Prodwttisadliegy, Food Export and HA-based Biomaterialseheof which is described below.

Landec’s wholly-owned subsidiary, Apio, Inc. (“Ap)poperates our Food Products Technology businaisish combines our proprietary
BreatheWay® food packaging technology with the bdijtiees of a large national food supplier and vwhdded produce processor which sells products
under the Eat Smart® and GreenLine® brands. In ‘Apialue-added operations, produce is processedmming, washing, mixing, and packaging into
bags and trays that in most cases incorporate lcamBeeatheWay membrane technology. The BreatheMé&&ybrane increases shelf life and reduces
shrink (waste) for retailers and, for certain pratsueliminates the need for ice during the distidn cycle and helps to ensure that consumersvefesh
produce by the time the product makes its way tinche supply chain. Apio also licenses the Braaldnetechnology to partners such as Chiquita Brands
International, Inc. (“Chiquita”) for packaging adtribution of bananas and to Windset Holding 20f0, a Canadian corporation (“Windset”), for
packaging of greenhouse grown cucumbers, peppdr®aratoes.

Apio also operates the Food Export business thrisglubsidiary, Cal Ex Trading Company (“Cal-ExThe Export business purchases and sells
whole fruit and vegetable products predominantbpsean markets.

Landec’s wholly-owned subsidiary, Lifecore Biomejdnc. (“Lifecore”), operates our Hhased Biomaterials business and is principally lved
in the development and manufacture of productizing hyaluronan, a naturally occurring polysacaethat is widely distributed in the extracellular
matrix of connective tissues in animals includingrtans. Lifecore’s products are sold worldwide fee primarily in three medical areas: (1) Ophthajmic
(2) Orthopedic and (3) Veterinary. In addition,ddbre provides specialized aseptic fill and firgshvices in a cGMO validated manufacturing facildy
supplying commercial, clinical and pre-clinical guets. Lifecore also supplies limited quantitiedd#, and raw materials to customers pursuing other
medical applications, such as aesthetic surgergjaakdevice coatings, tissue engineering and pheeuticals. Lifecore leverages its fermentatiorcess
to manufacture premium, pharmaceutical-grade HA,&ses its aseptic filling capabilities to provhivate-labeled HA finished goods to its customers.
Furthermore, Lifecore manufactures and sells it élbased finished goods in several foreign marksafecore is known as a premium supplier of HA
with expertise in formulation and filling of diffidt to handle products. Its name recognition all@¥score to attract new customers and sell nevdpets
and offer its services with a minimal marketing &ates infrastructure.
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Landec also develops proprietary polymer technelognd applies them in a wide range of applicafiocisding seed coatings and treatments,
controlled release systems, personal care prodactpressure sensitive adhesives. These applisatrercommercialized through partnerships withdthir
parties resulting in licensing and royalty revenit&s example, INCOTEC Holding North America, If@NCOTEC”) has an exclusive license to our
Intellicoat® seed coating and treatments technqlégyProducts and Chemicals, Inc. (“Air Productlgs an exclusive license to our Intelimer polynier
personal care products and Nitta Corporation (&jticenses Landec’s proprietary pressure sems#thesives for use in the manufacture of eleatroni
components by their customers.

Landec was incorporated on October 31, 1986. Weptatad our initial public offering in 1996 and cdommon Stock is listed on The NASDAQ
Global Select Market under the symbol “LNDC.” Ouingipal executive offices are located at 3603 Hesgenue, Menlo Park, California 94025 and our
telephone number is (650) 306-1650.

Description of Core Business

Landec participates in three core business segnfemtsl Products Technology, Food Export and Hyalansbased Biomaterials.

Landec Corporaton

Proprietary Polymer Science Technology

| |
Food Products
Technology

Food Export HA-bazed Biomaterizls

Food Products Technology Business

Based in Guadalupe, California, Apio’s primary Imess is fresh-cut and whole value-added produtsapty packaged in our proprietary
BreatheWay packaging. The fresh-cut value-addedymts business markets a variety of freshand whole vegetables to the top retail groclgins, clul
stores and food service operators. During the Ifigear ended May 25, 2014, Apio shipped approxilgateenty-eight million cartons of produce to its
customers throughout North America, primarily ie tinited States.

There are five major distinguishing characteristit#pio that provide competitive advantages in Be®d Products Technology market:

Value-Added Supplier: Apio has structured its business as a marketeseltet of branded and private label fresh-cut ahdlevvalue-added produce.
It is focused on selling products under its Eat Bmad GreenLine brands and private label brandggdresh-cut and whole valwedded product:
As retail grocery chains, club stores and foodisergperators consolidate, Apio is well positiomsda single source of a broad range of products.

Reduced Farming Risks:Apio reduces its farming risk by not taking owneypstf farmland, and instead, contracts with growferproduce and durir
certain times of the year, enters into joint veesuwith growers for produce. The year-round sogroinproduce is a key component to the fresh-
cut and whole value-added processing business.

Access to Customer BaseApio has strategically invested in the rapidly giogvfresh-cut and whole value-added business. Apialue-added
processing plant in Guadalupe, CA, is automateH stite-of-the-art vegetable processing equipn#grit operates one large central processing
facility in one of the lowest cost growing regiansCalifornia, the Santa Maria Valley, and for tiajority of its non-green bean vegetable
business, uses its packaging technology for nataenadelivery. With the acquisition of GreenLine,i8nas three East Coast processing facilities
and five East Coast distribution centers for natiiole delivery of green beans and recently Apio bgg@cessing non-green bean products in one
of our East Coast processing facilities to meetwd-day delivery needs of customers.
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Expanded Product Line Using Technology and Unique Bnds: Apio, through the use of its BreatheWay packagaufnology, is introducing new
value-added products each year. These new proffedngs range from various sizes of fresh-cut lbgroducts, to vegetable trays, to whole
produce, to vegetable salads and to snack packsgithe last twelve months, Apio has introducezeh new unique products.

Products Currently in Over 70 % of U.S. Retail Groery Stores:With the acquisition of GreenLine, Apio now hasduwots in over 70% of all U.S.
retail grocery stores. This gives Apio the oppoitiuto cross sell Eat Smart value-added productreenLine customers and GreenLine value-
added products to Eat Smart customers.

The Company has launched a family of salad kitsahecomprised of “superfood” mixtures of vegegshlith healthy toppings/dressings. The
launch of the first of these products called Svide Salad has broken all of Apio’s records forespef adoption with weekly sales of well over $1liom
as of May 2014. Additionally, we have launched selether superfood salad kits including Ginger Bitoy, Apple Fennel, Kale and Chard Stir Fry and
Shanghai Stir Fry, as examples. The Company’s &ézpéancludes accessing leading culinary experdsrartritionists nationally to help in the new pratiu
development process.

In addition to proprietary packaging technology anstrong new product development pipeline, the @omw has strong channels of distribution
throughout North America with retail grocery stateins and club stores. Landec has one or mots pfaducts in over 70% of all retail and club stsite:
in North America giving us a strong platform fotriducing new products.

The Company sells its products under the natiodallywn brands EatSmart® and GreenLine®. The Compésty periodically licenses its
BreatheWay packaging technology to partners suchaguita for packaging bananas and to Windsepémkaging peppers and cucumbers that are grown
hydroponically in greenhouses. The Company is esjagthe testing and development of other Breatiye@Woducts. These packaging license
relationships generate revenues either from pragles or royalties once commercialized.

On February 15, 2011, Apio entered into a sharehlase agreement (the “Windset Purchase Agreemeitti’\Windset. Pursuant to the Windset
Purchase Agreement, Apio purchased from Windse0DBG0senior preferred shares for $15 million antl @dmmon shares for $201. On July 15, 2014,
Apio increased its investment in Windset by puraigérom the Newell Capital Corporation an addiab68 shares of common stock and 15,857 shares of
junior preferred stock of Windset for $11.0 milliokfter this purchase, the Compi's common shares represent a 26.9% interest in $&ind’he non-
voting senior preferred shares yield a cash divddaii7.5% annually. The dividend is payable withthdays of each anniversary of the execution of the
Windset Purchase Agreement The non-voting juniefgsred stock does not yield a dividend unlessattediby the Board of Directors of Windset.

The Windset Purchase Agreement includes a putalhdgmtion, which can be exercised on the sixtharmsary of the Windset Purchase
Agreement whereby Apio can exercise the put toitselommon and preferred shares to Windset, ordééhcan exercise the call to purchase the those
shares from Apio, in either case, at a price etjuab.9% of the appreciation in the fair marketueabf Windset's common shares from the date of the
Company’s investment through the put and call dates the liquidation value of the preferred shaie$20.1 million ($15 million for the senior prefed
shares and $5.1 million for the junior preferredrsis). Under the terms of the arrangement with ¥&hdhe Company is entitled to designate onevef fi
members on the Board of Directors of Windset.

Food Export Business

Food Export revenues consist of revenues genefiatedthe purchase and sale of primarily whole comitydruit and vegetable products
primarily to Asia through Apio’s export company,l&x. The Food Export business is a buy/sell bussrthat realizes a margin on average in the 5-10%
range.

Hyaluronan-based Biomaterials Business

Our HA-based Biomaterials business, operated thiraug Lifecore subsidiary, was acquired by Lande@pril 30, 2010.
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Lifecore uses its fermentation process and asépticulation and filling expertise to be a leadethe development of HA-based products for
multiple applications and to take advantage of H@nelevice and drug opportunities which leverageipertise in manufacturing and aseptic syrindedi
capabilities. Elements of Lifecore’s strategy imgithe following:

e Establish strategic relationships with market leaders. Lifecore will continue to develop applications fmoducts with partners who have
strong marketing, sales and distribution capabedlito endiser markets. Through its strong reputation antbtyiof providing pharmaceutical grade HA ¢
products, Lifecore has been able to establish teng-relationships with the market leading ophthalsurgical companies, and leverages those pahips
to attract new relationships in other medical merke

«  Expand medical applications for HA . Due to the growing knowledge of the unique chirstics of HA, and the role it plays in normal
physiology, Lifecore continues to identify and pueopportunities for the use of HA in other medagaplications, such as wound care, aesthetic syrger
drug delivery, device coatings and through pharm@éca sales to academic and corporate researtcbroass. As part of this effort, Lifecore continues
explore applications for its Corgel® Biohydrogetheology licensed from the Cleveland Clinic FouratatFurther applications may involve expanding
process development activity and/or additionalrgieg of technology.

e Utilize manufacturing infrastructure to pursue contract aseptic filling and fermentation opportunities. Lifecore has made strategic capital
investments in its contract manufacturing and dgsalent business focusing on extending its asapitigfcapacity and capabilities. It is investingthis
segment to meet increasing partner demand andtatie contract filling opportunities. Lifecoreusing its manufacturing capabilities to provide tcact
manufacturing and development services to its pastim the area of sterile pre-filled syringes &rchentation and purification requirements.

e Maintain flexibility in product development and supply relationships. Lifecore’s vertically integrated development andnuiiacturing
capabilities allow it to establish a variety of t@ctual relationships with global corporate parsnéifecore’s role in these relationships extefidm
supplying HA raw materials to providing tech trarsind development services to manufacturing asslytipackaged, finished sterile products and to
assuming full supply chain responsibilities.

Results of Operations

Revenuegqin thousands):

Three months Three months
ended 8/31/14 ended 8/25/13 Change
Food Products Technology 100,10¢ 79,43¢ 2€%
Food Export 26,59 21,39¢ 24%
Total Apio 126,70 100,83« 2€%
HA-based Biomaterials 6,811 8,587 (21%)
Corporate 10C 58 72%
Total Revenues $ 133,61 $ 109,47¢ 25%

Food Products Technology (Apio)

Apio’s value-added revenues consist of revenuesrgégd from the sale of specialty packaged freskaod whole value-added processed
vegetable products that are washed and packagrd proprietary packaging and sold under Apio’s &aart and GreenLine brands and various private
labels. In addition, value-added revenues inclhée¢venues generated from Apio Cooling, LP, atedae cooling operation in which Apio is the getera
partner with a 60% ownership position and fromgalke of BreatheWay packaging to license partners.

The increase in Apio’s valuadded revenues for the three months ended Augug032 compared to the first quarter of last yeas wrimarily du
to a 28% increase in unit volume sales resultimganily from expanded product offerings and an @xteek during the first quarter of fiscal year 2015
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Food Export (Apio)

Apio export revenues consist of revenues genefatetithe purchase and sale of primarily whole comitydruit and vegetable products to Asia
by Cal-Ex. Apio records revenue equal to the seteo third parties because it takes title togheduct while in transit.

The increase in revenues in Apio’s export busifi@sthe three months ended August 31, 2014 compartdte same period last year was due to a
9% increase in unit volume sales and from a vergrible product mix to higher priced export proguct

HA-based Biomaterials (Lifecore)

Lifecore principally generates revenue throughghle of products containing HA. Lifecore primadiglls products to customers in three medical
areas: (1) Ophthalmic, which represented approxin®0% of Lifecore’s revenues in fiscal year 20(®),Orthopedic, which represented approximately
20% of Lifecore’s revenues in fiscal year 2014 é)dveterinary/Other.

The decrease in Lifecore’s revenues for the threeths ended August 31, 2014 compared to the sarmlpast year was primarily due to a 75%
decrease in revenues in Lifecore’s fermentationnass for Ophthalmic products as a result of redwtgpments to a major customer who has informed th
Company they will be reducing their overall ordfensfiscal year 2015 by 50% compared to fiscal y2@it4 as they align their inventory carrying levels
with stated corporate guidelines.

Corporate

Corporate revenues consist of revenues generatadtfre licensing agreements with INCOTEC, Air Prdduand Nitta.

The increase in Corporate revenues for the threghma@nded August 31, 2014 compared to the sandperthe prior year was not significant.

Gross Profit (in thousands):

Three months Three months
ended 8/31/14 ended 8/25/13 Change
Food Products T echnology 11,85¢ 8,881 33%
Food Export 1,18¢ 1,20t (2%)
Total Apio 13,04( 10,08¢ 2%%
HA -based Biomaterials 1,04¢ 2,38¢ (5€%)
Corporate 10C 58 72%
Total Gross Profit $ 14,18¢ $ 12,53: 13%

General

There are numerous factors that can influence gnasfit including product mix, customer mix, manctfaring costs, volume, sale discounts and
charges for excess or obsolete inventory, to nafe&vaMany of these factors influence or are irgkated with other factors. The Company includesoist
of sales all of the costs related to the sale ofipcts in accordance with accounting principlesegalty accepted in the United States. These cosksde
the following: raw materials (including producegds, packaging, syringes and fermentation andipatiin supplies), direct labor, overhead (inclggdin
indirect labor, depreciation, and facility relatamsts) and shipping and shipping-related costs fdllmving are the primary reasons for the charigegoss
profit for the three months ended August 31, 20drhared to the same period last year as outlindtkitable above.

Food Products Technology (Apio)
The increase in gross profit for Apio’s valadded vegetable business for the three months éxatpast 31, 2014 compared to the same perioc

year was primarily due to the gross profit genetdtem the 26% increase in revenues and from arédole mix shift in revenues to a greater percentdge
revenues coming from higher margin new productsugethe lower margin core packaged vegetable pteduc
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Food Export (Apio)

Apio’s export business is a buy/sell businessithalizes a commission-based margin in the 5-10%e:ahhe decrease in gross profit for Apio’s
export business during the three months ended A®jy2014 compared to the same period last yeardwa to much higher costs to source the higher
priced export produce resulting in a lower grossipas a percent of sales. The gross profit asregmt of sales during the first quarter of fiseedr 2015
was 4.5% compared to a gross margin of 5.6% duhiedirst quarter of fiscal year 2014.

HA-based Biomaterials (Lifecore)

The decrease in gross profit during the three nwattded August 31, 2014 compared to the same pasbgear was due to the 21% decrease in
revenues and from an unfavorable product mix chamgehigher percentage of sales being from thedawnargin aseptically filled products comparedhi
higher margin fermentation products.

Corporate

The increase in Corporate gross profit for theghmonths ended August 31, 2014 compared to the parioal of the prior year was not significe

Operating Expensegin thousands):

Three months Three months
ended 8/31/14 ended 8/25/13 Change
Research and Development:
Apio $ 167 $ 27¢ (3S%)
Lifecore 1,25¢ 1,30¢ (4%)
Corporate 37z 34¢€ 8%
Total R&D $ 1,798 % 1,92¢ (7%)
Selling, General and Administrative:
Apio $ 6,17C $ 5,25 17%
Lifecore 1,05¢ 1,09t (4%)
Corporate 1,63¢ 2,282 (28%)
Total S,G&A $ 8,85¢ $ 8,63( 3%

Resear ch and Development (R& D)

Landec’s R&D consisted primarily of product devetggnt and commercialization initiatives. R&D effoatisApio are focused on the Company’s
proprietary BreatheWay membranes used for packaginduce, with a focus on extending the shelfdifsensitive vegetables and fruit. In the Lifecore
business, the R&D efforts are focused on new prisdared applications for HA-based biomaterials. €orporate, the R&D efforts are primarily focused on
supporting the development and commercializationev? products and new technologies in our foodH#dusinesses.

The decrease in R&D expenses for the three momnitsdeAugust 31, 2014 compared to the same persdbgdar was primarily due to a decrease
in development activity at Apio during the quarter.

Sdlling, General and Administrative

Selling, general and administrative (“S,G&A”") exges consist primarily of sales and marketing expeassociated with Landec’s product sales
and services, business development expenses dhadrgtadministrative expenses.

The increase in S,G&A expenses for the three maertded August 31, 2014 compared to the same plasogear was primarily due to 21%
increase in sales and marketing expenses at Apiagly to promote our new vegetable salads andrstiproducts partially offset by a decrease ingyal
and administrative expenses at Corporate primfoly the reversal of the long-term incentive actwiaich the Company no longer believes will be
earned.
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Other (in thousands):

Three months Three months

ended 8/31/14 ended 8/25/13 Change
Dividend Income $ 281 $ 281 —
Interest Income $ 93 $ 6C 55%
I nterest Expense $ (389 $ (431) (11%)
Other Income $ 20C $ 5,40( (96%)
Income Taxes $ (1,30 $ (2,47%) (47%)
Non-controlling interest $ 7)) $ (59) 2C%

Dividend Income

Dividend income is derived from the dividends aecron our $15 million senior preferred stock inwestt in Windset which yields a cash
dividend of 7.5% annually. There was no changeavitdnd income for the three months ended Augus814 compared to the same period last year.

Interest Income
The decrease in interest income for the three nscetided August 31, 2014 compared to the same dasbgear was not significant.
Interest Expense

The decrease in interest expense during the thoe¢hsm ended August 31, 2014 compared to the sarigelpast year was due to the Company
paying down its long-term debt by $6.0 million @rtbe end of the first quarter of fiscal year 2014.

Other Income (Expense)

The decrease in other income is due to the incriecthe fair market value of our Windset investmieaing lower in the first quarter of fiscal year
2015 compared to the first quarter of fiscal ye@it2

Income Taxes

The decrease in the income tax expense is dud®6wadecrease in net income before taxes durinthtee months ended August 31, 2014
compared to the same period last year partiallgedfby the effective tax rate increasing to 36%mduthe first quarter of fiscal year 2015 compai@84%
during the first quarter of last year.

Non-controlling Interest

The non-controlling interest consists of the lidifgartners’ equity interest in the net income ofcA@ooling, LP.

The decrease in the naontrolling interest for the three months ended dsi@1, 2014 compared to the first quarter ofyastr was not significar

Liquidity and Capital Resources

As of August 31, 2014, the Company had cash arfd @gsivalents of $8.5 million, a net decrease of $5illion from $14.2 million at May 25,
2014.

Cash Flow from Operating Activities

Landec generated $3.9 million of cash from opegadictivities during the three months ended Augis®B814, compared to $4.5 million for the
three months ended August 25, 2013. The primarycsswof cash from operating activities during time¢ months ended August 31, 2014 were from (1)
generating $2.4 million of net income, (2) $1.9lioil of depreciation/amortization and stock baseshpgensation expenses and (3) a $429,000 net ircreas
in deferred tax liabilities, and (4) a net decreafs$621,000 in working capital. The primary factovhich decreased working capital during the fitsrter
of fiscal year 2014 were (1) a $3.1 million increas inventory primarily at Apio due to increasedes, (2) a net increase of $1.4 million in noted a
advances receivable due to advance to growerbdangicoming winter crops and (2) a $1.1 millionrdese in other liabilities due primarily to the eesal
of the long-term incentive accrual during the geaThese decreases were partially offset by ai®l®n increase in accounts payable resultingnarily
from the timing of payments at Apio.
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Cash Flow from Investing Activities

Net cash used in investing activities for the thremths ended August 31, 2014 was $15.1 millionpaned to $4.1 million for the same period
year. The primary uses of cash in investing adtisitluring the first quarter of fiscal year 2015 evéor the purchase of $4.1 million of equipmenirarily
to support the growth of the Apio value-added aifddore businesses, and the purchase of additiiraset shares of common stock for $11.0 million.

Cash Flow from Financing Activities

Net cash provided by financing activities for theee months ended August 31, 2014 was $5.4 mitiamnpared to $5.3 million used in financing
activities for the same period last year. The ashgrovided by financing activities during theffiguarter of fiscal year 2015 was primarily du&tol
million of proceeds from long-term debt. This saufiom financing activities was partially offset $¢.4 million of payments on the Company’s longgter
debt.

Capital Expenditures

During the three months ended August 31, 2014, éapdirchased equipment to support the growth ofhie value-added and Lifecore
businesses. These expenditures represented thatynajdhe $4.1 million of capital expenditures.

Debt

On August 19, 2004, Lifecore issued variable natristrial revenue bonds (“IRBs”). These IRBs wassumed by Landec in the acquisition of
Lifecore. The IRBs are collateralized by a banteletf credit which is secured by a first mortgagelifecore’s facility in Chaska, Minnesota. In ddh,
Lifecore pays an annual remarketing fee equal12®% and an annual letter of credit fee of 0.75%.

On April 23, 2012 in connection with the acquisitiof GreenLine Holding Company, Apio entered ifiteee loan agreements with General
Electric Capital Corporation and/or its affilia¢&E Capital”):

1) A five-year, $25.0 million asset-based workaapital revolving line of credit, with an intereste of LIBOR plus 2%, with availability based on
the combination of the eligible accounts receivalld inventory balances of Apio and its subsidgarie

2) A $12.7 million capital equipment loan which ton@s in seven years payable in monthly principal iaterest payments of $175,356 with interest
based on a fixed rate of 4.39% per annum.

3) A $19.2 million real estate loan, $1.2 milliohwhich was paid in April 2013, and the remaindeturing in ten years. The real estate loan has a
fifteen year amortization period due in monthlyngipal and interest payments of $141,962 with ggebased on a fixed rate of 4.02% per annum.
The principal balance remaining at the end of émeyear term is due in one lump sum on April 2220

On July 17, 2014, Apio entered into an amendmetit GE Capital, which amended the revolving linerdit dated April 23, 2012 among the
parties. Under the amendment, the revolving lineredlit increased from $25 million to $40 millicdhe interest rate was reduced from LIBOR plus 2t6%
LIBOR plus 1.75%, the term was extended to July204,9 and the parties made certain other insigmfichanges. The availability under the revolving |
of credit is based on the combination of the el@#ccounts receivable and eligible inventory (mlity was $27.5 million at August 31, 2014). Afs
revolving line of credit has an unused fee of 0% 7%r annum. At August 31, 2014 and May 25, 20b4mounts were outstanding under Apigévolving
line of credit.

Also on July 17, 2014, Apio entered into a new pment loan whereby Apio can borrow up to $25 millmased on eligible equipment purchases

between August 1, 2012 and August 31, 2015. Eanfowing under this new equipment loan has a fivaryerm with a seven year amortization period at a
fixed rate of 3.68%. During the three months enfledust 31, 2014, Apio borrowed $7.1 million undeistnew equipment loan.
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The GE Capital real estate, equipment and lineeditagreements (collectively the “GE Debt Agreeats® are secured by liens on all of the
property of Apio and its subsidiaries. The GE D&gteements contain customary events of default uwtiéch obligations could be accelerated or
increased. The GE Debt Agreements are guarantekdriec and Landec has pledged its equity inta@nespio as collateral under the line of credit
agreement. The GE Debt Agreements contain custoamagnants, such as limitations on the abilitylipiicur indebtedness or grant liens or negative
pledges on Apio’s assets; (2) make loans or otherstments; (3) pay dividends, sell stock or refpage stock or other securities; (4) sell asse}€r§age
in mergers; (6) enter into sale and leasebackdriosns; and (7) make changes in Apio’s corportitetire. In addition, Apio must maintain a minimum
fixed charge coverage ratio of not less than 1010@ if the availability under its line of creditls below $12.0 million. Apio was in compliancethvall
financial covenants as of August 31, 2014 and M&y2P14. Unamortized loan origination fees for @& Debt Agreements were $1.1 million and $1.0
million at August 31, 2014 and May 25, 2014, resipely, and are included in other assets in thestbdated Balance Sheets.

On May 23, 2012, Lifecore entered into two finagcagreements with BMO Harris Bank N.A. and/or ffdiates (“BMO Harris”), collectively
(the “Lifecore Loan Agreements”):

Q) A Credit and Security Agreement (the “Credgr@ement”) which includes (a) a two-year, $10.Jiarilasset-based working capital revolving line
of credit, with an interest rate of LIBOR plus 1985with availability based on the combination ofedore’s eligible accounts receivable and
inventory balances (availability was $7.7 millionfaugust 31, 2014) and with no unused fee (as @usti31, 2014 and May 25, 2014, no amounts
were outstanding under the line of credit) anda(B)1L2.0 million term loan which matures in four ggedue in monthly payments of $250,000 with
interest payable monthly based on a variable isteege of LIBOR plus 2% (the “Term Loan”).

2) A Reimbursement Agreement pursuant to whichNarris caused its affiliate Bank of Montreal $sue an irrevocable letter of credit in the
amount of $3.5 million (the “Letter of Credit”) wtt is securing the IRBs described above.

The obligations of Lifecore under the Lifecore Loggreements are secured by liens on all of thegmtgpf Lifecore. The Lifecore Loan
Agreements contain customary covenants, such éstiioms on the ability to (1) incur
indebtedness or grant liens or negative pledgdsfeoore’s assets; (2) make loans or other investmd3) pay dividends or repurchase stock or other
securities; (4) sell assets; (5) engage in merg@y€nter into sale and leaseback transactionsid@pt certain benefit plans; and (8) make chamges
Lifecore’s corporate structure. In addition, unttex Credit Agreement, Lifecore must maintain (a)iaimum fixed charge coverage ratio of 1.10 todnd
a minimum quick ratio of 1.25 to 1.00, both of whnimust be satisfied as of the end of each fiscattquand (b) a minimum tangible net worth of
$29,000,000, measured as of the end of each fiseal Lifecore was in compliance with all finanaalvenants as of August 31, 2014 and May 25, 2014.
Unamortized loan origination fees for the Lifecb@man Agreements were $86,000 and $98,000 at Alfys2014 and May 25, 2014, respectively, and are
included in other assets in the Consolidated Bal@tweets.

The Term Loan was used to repay the Lifecore’s &ranedit facility with Wells Fargo Bank, N.A. (“We Fargo”). The Letter of Credit (which
replaces a letter of credit previously providedBglls Fargo) provides liquidity and credit suppfort the IRBs.

In May 2010, the Company entered into a fjgar interest rate swap agreement under its prémlittagreement with Wells Fargo, which expire
April 30, 2015. The interest rate swap was origjndésignated as a cash flow hedge of future istggayments of LIBOR and had a notional amount2@l
million. As a result of the interest rate swap saction, the Company fixed for a five-year perioe interest rate at 4.24% subject to market bageceist
rate risk on $20 million of borrowings under thedit agreement with Wells Fargo. The Company’sgattions under the interest rate swap transactioo as
the scheduled payments were guaranteed and sesnuthd same basis as its obligations under thét@geement with Wells Fargo at the time the
agreement was consummated. Upon entering intoaeTierm Loan with BMO Harris, the Company usedgtaceeds from that loan to pay off the Wells
Fargo credit facility. The swap with Wells Fargosa@ot terminated upon the extinguishment of the deéth Wells Fargo. The fair value of the swap
arrangement as of August 31, 2014 and May 25, 2@#4$20,000 and $44,000, respectively, and is dedun other accrued liabilities in the accompag
Consolidated Balance Sheets.

Landec believes that its cash from operations,galith existing cash, cash equivalents and marketdzurities will be sufficient to finance its
operational and capital requirements for at ld@stiext twelve months.
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Item 3.  Quantitative and Qualitative Disclosures about Market Risk

There have been no material changes to the Conspamayket risk during the first quarter of fiscahy@015.
Item 4.  Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management evaluated, with participation of@hief Executive Officer and our Chief Financiaffiodr, the effectiveness of our disclosure
controls and procedures as of the end of the peowdred by this Quarterly Report on Form 10-Q.e8lasn this evaluation, our Chief Executive Officer
and our Chief Financial Officer have concluded thatdisclosure controls and procedures are effedti ensuring that information required to be bised
in reports filed under the Exchange Act is recorgedcessed, summarized and reported within the fieriods specified by the Securities and Exchange
Commission, and are effective in providing reastmalssurance that information required to be diszldy the Company in such reports is accumulated
and communicated to the Company’s management,dimguts Chief Executive Officer and Chief Finardtfficer, as appropriate to allow timely
decisions regarding required disclosure.

Changes in Internal Control over Financial Repgrtin

There were no changes in our internal controls @aancial reporting during the fiscal quarter edidaigust 31, 2014 that have materially affec
or are reasonably likely to materially affect, iuternal controls over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings
As of the date of this report, the Company is npagy to any legal proceedings.
Item 1A. Risk Factors

There have been no significant changes to the Coytgéask factors which are included and describettie Form 10-K for the fiscal year ended
May 25, 2014 filed with the Securities and Excha@genmission on August 1, 2014.

Item 2.  Unregistered Sales of Equity Securitiesnd Use of Proceeds
There were no unregistered sales of equity seesirti shares repurchased by the Company durirfgstia quarter ended on August 31, 2014.
Item 3.  Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable
Item 5.  Other Information
None.
Item 6.  Exhibits

Exhibit
Number Exhibit Title:

10.41 First Amendment to Loan Agreement dated d@sigust 28, 2014 among Apio, Inc., Apio Cooling BRd General Electric Capital
Corporation, incorporated herein by reference thiliik10.1 to the Registrant’s Current Report onnr&-k dated September 2, 2014.

10.42 Promissory Note dated as of August 28, 21A4pio, Inc., payable to GE Capital Commerciat.|nncorporated herein by reference to
Exhibit 10.2 to the Registrant’s Current Reportramm 8-k dated September 2, 2014.

10.43 Third Amendment to Credit Agreement datedfasugust 28, 2014 among Apio, Inc., CalEx Trad@gmpany, GreenLine Logistics,
Inc. and General Electric Capital Corporation, mpawated herein by reference to Exhibit 10.3 toRlegistrant’s Current Report on
Form 8-k dated September 2, 2014.

31.1+ CEO Certification pursuant to section 302hef Sarbanes-Oxley Act of 2002.
31.2+ CFO Certification pursuant to section 302hef Sarbanes-Oxley Act of 2002.
32.1+ CEO Certification pursuant to section 90éhef Sarbanes-Oxley Act of 2002.
32.2+ CFO Certification pursuant to section 90éhef Sarbanes-Oxley Act of 2002.
101.INS** XBRL Instance

101.SCH**XBRL Taxonomy Extension Scher

101.CAL**XBRL Taxonomy Extension Calculatic

101.DEF*XBRL Taxonomy Extension Definitio

101.LAB** XBRL Taxonomy Extension Labe

101.PRE**XBRL Taxonomy Extension Presentati

+ Filed herewith.

** Information is furnished and not filed or a pafta registration statement or prospectus for psep of sections 11 or 12 of the Securities Act of
1933, as amended, is deemed not filed for purpafsssction 18 of the Securities Exchange Act of4,3% amended, and otherwise is not



subject to liability under these sections
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly caussdRbport to be signed on its behalf by
undersigned, thereunto duly authorized.

LANDEC CORPORATION

By: /s/ Gregory S. Skinner
Gregory S. Skinne
Vice President, Finance and Chief Financial €2ffi
(Principal Financial and Accounting Officer)

Date: October 8, 2014
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Exhibit 31.1
CERTIFICATION

I, Gary T. Steele, certify that:
1. I have reviewed this quarterly report amrf 10-Q of Landec Corporation;

2. Based on my knowledge, this quarterly redoes not contain any untrue statement of a ma&fect or omit to state a material fact necessamake
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered by this
quarterly report;

3. Based on my knowledge, the financial statets, and other financial information includedtiis quarterly report, fairly present in all magtriespect
the financial condition, results of operations aadh flows of the registrant as of, and for, theggs presented in this quarterly report;

4. The registrant's other certifying offieerd | are responsible for establishing and maimtgidisclosure controls and procedures (as defimed
Exchange Act Rules 13a-15(e) and 15d-15(e)) armdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 18sif))for the
registrant and have:

(@) designed such disclosure controls andguhaes, or caused such disclosure controls an@guoes to be designed under our supervision, to
ensure that material information relating to thgisgant, including its consolidated subsidiarisspade known to us by others within those entities
particularly during the period in which this qualyeeport is being prepared,;

(b) designed such internal control over finahgéporting, or caused such internal control divemcial reporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for externappses i
accordance with generally accepted accounting ipies;

(c) evaluated the effectiveness of the regi's disclosure controls and procedures and presénthis quarterly report our conclusions altbet
effectiveness of the disclosure controls and proces] as of the end of the period covered by tidstgrly report based on such evaluation; and

(d) disclosed in this quarterly report anyrain the registrant’s internal control over fingh reporting that occurred during the registramtios
recent fiscal quarter (the registrant’s fourth gemin the case of an annual report) that has madi{eaffected, or is reasonably likely to matelyiadffect, the
registrant’s internal control over financial repog; and

5. The registrant's other certifying offigerd | have disclosed, based on our most receniai@ah of internal control over financial reporting the
registrant's auditors and the audit committee efrégistrant’s board of directors (or persons parfiog the equivalent functions):

(@) all significant deficiencies and materiaaknesses in the design or operation of intemratrol over financial reporting which are reasogabl
likely to adversely affect the registrant's abilibyrecord, process, summarize and report finanti@atimation; and

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

Date: October 8, 2014
[s/ Gary T. Steele

Gary T. Steele
Chief Executive Officer




Exhibit 31.Z
CERTIFICATION

I, Gregory S. Skinner, certify that:
1. I have reviewed this quarterly report amrf 10-Q of Landec Corporation;

2. Based on my knowledge, this quarterly redoes not contain any untrue statement of a ma&fect or omit to state a material fact necessamake
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered by this
quarterly report;

3. Based on my knowledge, the financial statets, and other financial information includedtiis quarterly report, fairly present in all magriespect
the financial condition, results of operations aadh flows of the registrant as of, and for, theggs presented in this quarterly report;

4. The registrant's other certifying offieerd | are responsible for establishing and maimtgidisclosure controls and procedures (as defimed
Exchange Act Rules 13a-15(e) and 15d-15(e)) armdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 18sif))for the
registrant and have:

(@) designed such disclosure controls andguhaes, or caused such disclosure controls an@guoes to be designed under our supervision, to
ensure that material information relating to thgisgant, including its consolidated subsidiarisspade known to us by others within those entities
particularly during the period in which this qualyeeport is being prepared,;

(b) designed such internal control over finahgéporting, or caused such internal control divemcial reporting to be designed under our
supervision, to provide reasonable assurance rieggitte reliability of financial reporting and tipeeparation of financial statements for externappses i
accordance with generally accepted accounting iptee;

(c) evaluated the effectiveness of the regi's disclosure controls and procedures and pesénthis quarterly report our conclusions altbet
effectiveness of the disclosure controls and proces] as of the end of the period covered by tistgrly report based on such evaluation; and

(d) disclosed in this quarterly report anyrain the registrant’s internal control over finghreporting that occurred during the registramtios
recent fiscal quarter (the registrant’s fourth gemin the case of an annual report) that has madijeaffected, or is reasonably likely to matelyiadffect, the
registrant’s internal control over financial repog; and

5. The registrant's other certifying offigerd | have disclosed, based on our most receniai@h of internal control over financial reporting the
registrant's auditors and the audit committee efrégistrant’s board of directors (or persons parfiog the equivalent functions):

(@) all significant deficiencies and materiaaknesses in the design or operation of interatol over financial reporting which are reasogabl
likely to adversely affect the registrant's abilibyrecord, process, summarize and report finanti@atmation; and

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

Date: October 8, 2014
s/ Gregory S. Skinner

Gregory S. Skinner
Chief Financial Officer




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 Landargdration (the “Company”) on Form 10-Q for theipdrending August 31, 2014 as filed with
the Securities and Exchange Commission on thehdatof (the “Report”), I, Gary T. Steele, Chief Eutive Officer and President of the Company, certif
pursuant to 18 U.S.C. § 1350, as adopted pursadn906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with thejurements of section 13(a) or 15(d) of the SemmsiExchange Act of 1934; and
(2) The information contained in the Refairly presents, in all material respects, timafficial condition and result of operations of @@mpany.
Date: October 8, 2014
s/ Gary T. Steele
Gary T. Steele

Chief Executive Officer and President
(Principal Executive Officer)

* The foregoing certification is being furnishealedy pursuant to Section 906 of the Sarbanes-Oilehyof 2002 (subsections (a) and (b) of
Section 1350, Chapter 63 of Title 18, United St&lede) and is not being filed as part of the Fo@xQlor as a separate disclosure
document.



Exhibit 32.2
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 Landemridration (the “Company”) on Form 10-Q for theipdrending August 31, 2014 as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), |, Gregory S. Skinner, Vice Adent of Finance and Adminstration and Chief
Financial Officer of the Company, certify, pursugmtl8 U.S.C. § 1350, as adopted pursuant to $90& Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with thejuerements of section 13(a) or 15(d) of the SemsiExchange Act of 1934; and

(2) The information contained in the Refairly presents, in all material respects, timaficial condition and result of operations of @@mpany.

Date: October 8, 2014

/sl Gregory S.
Skinner

Gregory S. Skinner
Vice President and Chief Financial Officer
(Principal Accounting Officer)

* The foregoing certification is being furnishealedy pursuant to Section 906 of the Sarbanes-O&leyof 2002 (subsections (a) and (b) of
Section 1350, Chapter 63 of Title 18, United St&lede) and is not being filed as part of the FofxQlor as a separate disclosure
document.



