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ASSETS

Current Assets:

Cash and cash equivalents

LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands, except par value)

Accounts receivable, less allowance for doubtful accounts

Inventories

Prepaid expenses and other current assets

Total Current Assets

Investment in non-public company, fair value

Property and equipment, net

Operating leases
Goodwill

Trademarks/tradenames, net

Customer relationships, net

Other assets

Total Assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current Liabilities:

Accounts payable

Accrued compensation

Other accrued liabilities

Current portion of lease liabilities

Deferred revenue

Line of credit

Current portion of long-term debt, net
Other current liabilities, discontinued operations

Total Current Liabilities

Long-term debt, net

Long-term lease liabilities

Deferred taxes, net

Other non-current liabilities

Total Liabilities

Stockholders’ Equity:

Common stock, $0.001 par value; 50,000 shares authorized; 29,182 and 29,102 shares issued and
outstanding at February 23, 2020 and May 26, 2019, respectively

Additional paid-in capital
Retained earnings

Accumulated other comprehensive (loss) income

Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

February 23, 2020 May 26, 2019
(unaudited)
$ 2,607 $ 1,080
69,763 69,565
67,059 54,132
9,382 8,264
148,811 133,041
61,300 61,100
191,782 200,027
25,187 —
77,246 76,742
29,928 29,928
13,782 15,319
2,024 2,934
$ 550,060 $ 519,091
$ 63,660 $ 53,973
8,458 10,687
11,111 10,001
3,900 75
618 499
58,500 52,000
11,723 9,791
== 65
157,970 137,091
104,539 87,193
26,757 3,532
11,662 19,393
1,464 1,738
302,392 248,947
29 29
162,077 160,341
86,394 109,710
(832) 64
247,668 270,144
$ 550,060 $ 519,091

See accompanying notes to the consolidated financial statements.
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LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME AND LOSS

(Unaudited)
(In thousands, except per share amounts)
Three Months Ended Nine Months Ended
February 23, 2020 February 24, 2019 February 23, 2020 February 24, 2019
Product sales $ 152,928  $ 155,554  $ 434,235 $ 404,779
Cost of product sales 132,881 133,985 383,338 349,988
Gross profit 20,047 21,569 50,897 54,791
Operating costs and expenses:
Research and development 2,747 2,739 8,390 8,005
Selling, general and administrative 18,783 15,588 54,000 43,791
Restructuring costs 13,528 — 13,934 —
Total operating costs and expenses 35,058 18,327 76,324 51,796
Operating (loss) income (15,011) 3,242 (25,427) 2,995
Dividend income 281 413 843 1,238
Interest income 46 34 96 113
Interest expense (2,211) (1,771) (6,455) (3,275)
Other income, net 67 — 61 1,600
Net (loss) income from continuing operations before tax (16,828) 1,918 (30,882) 2,671
Income tax benefit (expense) 5,310 (385) 7,840 917)
Net (loss) income from continuing operations $ (11,518) § 1,533 $ (23,042) $ 1,754
Discontinued operations:
Loss from discontinued operations $ — 8 (609) $ — $ (1,415)
Income tax benefit = 143 — 333
Loss from discontinued operations, net of tax — (466) — (1,082)
Net (loss) income applicable to common stockholders $ (11,518) $ 1,067 $ (23,042) $ 672
Basic net loss per share:
(Loss) income from continuing operations $ 039 $ 005 $ 0.79) $ 0.06
Loss from discontinued operations = (0.02) — (0.04)
Total basic net (loss) income per share $ 039 $ 0.03 % 0.79) % 0.02
Diluted net loss per share:
(Loss) income from continuing operations $ 0.39) $ 0.05 $ 0.79) $ 0.06
Loss from discontinued operations — (0.01) — (0.04)
Total diluted net (loss) income per share $ 039 $ 004 $ 0.79) $ 0.02
Shares used in per share computation
Basic 29,170 28,919 29,155 28,140
Diluted 29,170 29,151 29,155 28,399
Other comprehensive loss, net of tax:
$I?12e; ;n;ggl;)z;ci 51,(())5)565 on interest rate swaps (net of tax effect of $124, $ @i s 595 $ 896) $ (608)
Other comprehensive loss, net of tax (411) (595) (896) (608)
Total comprehensive (loss) income $ (11,929) $ 472§ (23,938) $ 64

See accompanying notes to the consolidated financial statements.
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LANDEC CORPORATION
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
(Unaudited)
(In thousands, except per share amounts)

Three and Nine Months Ended February 23, 2020

Accumulated
Common Stock Additional Other Total
Paid-in Retained Comprehensive Stockholders’
Shares Amount Capital Earnings Income (Loss) Equity
Balance at May 26, 2019 29,102  $ 29§ 160,341  $ 109,710  $ 64 $ 270,144
ASC 842 transition adjustment — — — 274) — (274)
Issuance of stock under stock plans 44 — — — — —
Taxes paid by Company for employee stock plans = = (55) = = (55)
Stock-based compensation — — 528 — — 528
Net loss — — — (4,784) — (4,784)
Other comprehensive loss, net of tax — — — — (612) (612)
Balance at August 25, 2019 29,146 $ 29 $ 160,814 $ 104,652 $ (548) $ 264,947
Issuance of stock under stock plans 17 — 30 — — 30
Taxes paid by Company for employee stock plans == == (75) — — (75)
Stock-based compensation — — 787 — — 787
Net loss — — — (6,740) — (6,740)
Other comprehensive income, net of tax — — — — 127 127
Balance at November 24, 2019 29,163  $ 29 § 161,556  $ 97,912 $ (421) $ 259,076
Issuance of stock under stock plans 19 — — — — —
Taxes paid by Company for employee stock plans — — (45) — — (45)
Stock-based compensation — — 566 — — 566
Net loss — — — (11,518) — (11,518)
Other comprehensive loss, net of tax — — — — (411) (411)
Balance at February 23, 2020 29,182  § 29 § 162,077  $ 86,394 $ (832) $ 247,668

See accompanying notes to the consolidated financial statements.
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Three and Nine Months Ended February 24, 2019

Balance at May 27, 2018
Issuance of stock under stock plans
Taxes paid by Company for employee stock plans
Stock-based compensation
Net income
Other comprehensive loss, net of tax
Balance at August 26, 2018
Issuance of stock under stock plans
Taxes paid by Company for employee stock plans
Stock-based compensation
Net loss
Other comprehensive income, net of tax
Balance at November 25, 2018

Issuance of stock under stock plans

Issuance of common stock in connection with Yucatan

Foods acquisition
Taxes paid by Company for employee stock plans
Stock-based compensation
Net income
Other comprehensive loss, net of tax
Balance at February 24, 2019

N Accumulated
Common Stock Aggilgggal Retained Coml?rte];leernsive StocEggilders’
Shares Amount Capital Earnings Income Equity

27,702 $ 28 8 142,087 $ 109,299 1,148  $ 252,562
47 — — — — —
— — (10 — — (10

— — 728 — — 728

— — — 190 — 190
— — — — (89) (89)
27,749 $ 28 $ 142,805 $ 109,489 1,059 $ 253,381
36 — — — — —
— — (237) — — (237)

— — 938 — — 938
— — — (585) — (585)

— — — — 76 76
27,785  $ 28§ 143,506  $ 108,904 1,135 $ 253,573
18 — 230 — = 230
1,203 1 15,067 — . 15,067
— — (95) — — (95)

— — 816 — — 816

— — — 1,067 — 1,067
— — — — (595) (595)
29,006 $ 29 § 159,524  $ 109,971 540 $ 270,064

-4-

See accompanying notes to the consolidated financial statements.
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LANDEC CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Consolidated net (loss) income

(Unaudited)
(In thousands)

Nine Months Ended

February 23, 2020

February 24, 2019

Adjustments to reconcile net (loss) income to net cash provided by operating activities:

Depreciation, amortization of intangibles and amortization of debt costs

Stock-based compensation expense
Deferred taxes
Change in investment in non-public company, fair value
Change in contingent consideration liability
Net loss (gain) on disposal of property and equipment
Pacific Harvest note receivable reserve
Non-cash restructuring and impairment of assets charges
Other, net
Changes in current assets and current liabilities:
Accounts receivable, net
Inventories
Prepaid expenses and other current assets
Accounts payable
Accrued compensation
Other accrued liabilities
Deferred revenue

Net cash (used in) provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment
Acquisition of Yucatan Foods (Note 2), net of cash acquired
Proceeds from collections of notes receivable
Proceeds from sales of fixed assets

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from sale of common stock
Taxes paid by Company for employee stock plans
Proceeds from debt
Payments on long-term debt
Proceeds from lines of credit
Payments on lines of credit
Payments for debt issuance costs

Net cash provided by financing activities

Net increase (decrease) in cash, cash equivalents and restricted cash

Cash, cash equivalents and restricted cash, beginning of period

Cash, cash equivalents and restricted cash, end of period

Supplemental disclosure of non-cash investing activities:

Purchases of property and equipment on trade vendor credit

Pacific Harvest note receivable reserve

$ (23,042) 672
13,800 10,506

1,881 2,482

(7,881) 540

(200) (1,600)

(500) (3,500)

135 (24)

1,202 —

11,518 —

139 —

(198) 315

(12,927) (1,024)

551 1,066

11,791 11,912

(2,230) (3,061)

1,504 755

119 (1,590)

(4,338) 17,449

(22,118) (33,144)

— (59,872)

364 404

2,432 239

(19,322) (92,373)

30 230

(175) (342)

27,500 60,000

(8,094) (2,564)

84,400 34,000

(77,900) (17,000)

(766) (509)

24,995 73,815

1,335 (1,109)

1,465 3,216

$ 2,800 2,107
$ 1,793 3,035
$ 1,202 —

See accompanying notes to the consolidated financial statements.
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LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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

Landec Corporation and its subsidiaries (“Landec” or the “Company™) design, develop, manufacture, and sell differentiated products for food
and biomaterials markets, and license technology applications to partners.

The Company sells specialty packaged branded Eat Smart® and private label fresh-cut vegetables and whole produce to retailers, club stores,
and food service operators, primarily in the United States and Canada. The Company also sells premier specialty olive oils and wine vinegars under its O
Olive Oil & Vinegar® (“O”) brand to natural food, conventional grocery and mass retail stores primarily in the United States and Canada. The majority of
Yucatan® and Cabo Fresh® branded guacamole and avocado products are sold in the U.S. grocery channel, but they are also sold in U.S. mass retail,
Canadian grocery retail and foodservice channels.

Landec sells its food products through its subsidiary, Curation Foods, Inc. (“Curation Foods”), which serves as the corporate umbrella for a
portfolio of four natural food brands, including the Company’s flagship brand Eat Smart as well as three emerging natural food brands, consisting of
O olive oil and vinegar products, and its two new brands, Yucatan and Cabo Fresh authentic guacamole and avocado products, acquired by the Company
through the acquisition of Yucatan Foods on December 1, 2018. O, Yucatan and Cabo Fresh are referred to collectively as “Emerging Brands”. See Note 2 -
Acquisitions for more details.

The Company has two proprietary polymer technology platforms: 1) Intelimer® polymers, and 2) hyaluronan (“HA”) biopolymers.

The Company sells HA-based and non-HA biomaterials and related services through its Lifecore Biomedical, Inc. (“Lifecore”) subsidiary,
which are used for multiple applications, including the manufacture of pharmaceutical-grade sodium hyaluronate in bulk form as well as formulated and
filled syringes and vials for injectable products. The Company’s HA biopolymers and non-HA materials are proprietary in that they are specially
formulated for specific customers to meet strict regulatory requirements.

The Company’s technologies, along with its customer relationships and tradenames, are the foundation and key differentiating advantages upon
which Landec has built its business.

Basis of Presentation

The accompanying unaudited consolidated financial statements of Landec have been prepared in accordance with United States generally
accepted accounting principles (“GAAP”) for interim financial information and with the instructions for Form 10-Q and Article 10 of Regulation S-X. In
the opinion of management, all adjustments (consisting of normal recurring accruals) have been made which are necessary to present fairly the financial
position of the Company at February 23, 2020, and the results of operations and cash flows for all periods presented. Although Landec believes that the
disclosures in these financial statements are adequate to make the information presented not misleading, certain information normally included in financial
statements and related footnotes prepared in accordance with GAAP have been condensed or omitted in accordance with the rules and regulations of the
Securities and Exchange Commission. The accompanying financial data should be reviewed in conjunction with the audited financial statements and
accompanying notes included in Landec's Annual Report on Form 10-K for the fiscal year ended May 26, 2019.

The Company’s fiscal year is the 52- or 53-week period that ends on the last Sunday of May with quarters within each year ending on the last
Sunday of August, November, and February; however, in instances where the last Sunday would result in a quarter being 12-weeks in length, the
Company’s policy is to extend that quarter to the following Sunday. A 14th week is included in the fiscal year every five or six years to realign the
Company’s fiscal quarters with calendar quarters. The Company's fiscal year 2020 is a 53-week period and the fourth quarter of fiscal year 2020 is a 14-
week period.

In May 2019, the Company discontinued the Now Planting business. As a result, the Now Planting business, which was launched during the
second quarter of fiscal year 2019, has been reclassified as a discontinued operation under the provisions of Accounting Standards Codification ("ASC")
205-20, Presentation of Financial Statements - Discontinued Operations ("ASC 205-20") for the three and nine months ended February 24, 2019.

-6-
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The results of operations for the nine months ended February 23, 2020 are not necessarily indicative of the results that may be expected for an
entire fiscal year because there is some seasonality in Curation Foods’ business and the order patterns of Lifecore’s customers which may lead to
significant fluctuations in Landec’s quarterly results of operations.

Basis of Consolidation

The consolidated financial statements are presented on the accrual basis of accounting in accordance with GAAP and include the accounts of
Landec Corporation and its subsidiaries, Curation Foods and Lifecore. All intercompany transactions and balances have been eliminated. The financial
results of Yucatan Foods have been included in the Company's consolidated financial statements from the date of acquisition on December 1, 2018.

Arrangements that are not controlled through voting or similar rights are reviewed under the guidance for variable interest entities (“VIEs”). A
company is required to consolidate the assets, liabilities, and operations of a VIE if it is determined to be the primary beneficiary of the VIE.

An entity is a VIE and subject to consolidation, if by design: a) the total equity investment at risk is not sufficient to permit the entity to finance
its activities without additional subordinated financial support provided by any parties, including equity holders, or b) as a group the holders of the equity
investment at risk lack any one of the following three characteristics: (i) the power, through voting rights or similar rights to direct the activities of an entity
that most significantly impact the entity’s economic performance, (ii) the obligation to absorb the expected losses of the entity, or (iii) the right to receive
the expected residual returns of the entity. The Company reviewed the consolidation guidance and concluded that the equity investment in the non-public
company are not VIEs.

Reclassifications
Certain reclassifications have been made to prior year financial statements to conform to the current year presentation.
Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make certain estimates and judgments that affect the
amounts reported in the financial statements and accompanying notes. The accounting estimates that require management’s most significant and subjective
judgments include revenue recognition; loss contingencies; sales returns and allowances; inventories; self-insurance liabilities; recognition and
measurement of current and deferred income tax assets and liabilities; the assessment of recoverability of long-lived assets including intangible assets and
inventory; the valuation of investments; and the valuation and recognition of stock-based compensation.

These estimates involve the consideration of complex factors and require management to make judgments. The analysis of historical and future
trends can require extended periods of time to resolve and are subject to change from period to period. The actual results may differ from management’s
estimates.

Cash and Cash Equivalents

The Company records all highly liquid securities with three months or less from date of purchase to maturity as cash equivalents. Cash
equivalents consist mainly of money market funds. The market value of cash equivalents approximates their historical cost given their short-term nature.

Reconciliation of Cash and Cash Equivalents and Restricted Cash as presented on the Statements of Cash Flows

The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the Consolidated Balance Sheets that
sum to the total of the same such amounts shown in the Consolidated Statements of Cash Flows:

February 23, May 26, February 24, May 27,
(In thousands) 2020 2019 2019 2018
Cash and cash equivalents $ 2,607 $ 1,080 $ 1,722 $ 2,899
Restricted cash 193 385 385 325
Cash, discontinued operations — — — 8)
Cash, cash equivalents and restricted cash $ 2,800 $ 1,465 $ 2,107 $ 3,216
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Restricted Cash

The Company was required to maintain $0.2 million and $0.4 million of restricted cash at February 23, 2020 and May 26, 2019 related to
certain collateral requirements for obligations under its workers' compensation programs. The restricted cash is included in Other assets in the Company’s
accompanying Consolidated Balance Sheets.

Inventories

Inventories are stated at the lower of cost (first-in, first-out method) or net realizable value and consist of the following:

February 23, May 26,
(In thousands) 2020 2019
Raw materials $ 29893 % 23,195
Work in progress 4,343 4,189
Finished goods 32,823 26,748
Total $ 67,059 $ 54,132

If the cost of the inventories exceeds their net realizable value, provisions are recorded currently to reduce them to net realizable value. The
Company also records a provision for slow moving and obsolete inventories based on the estimate of demand for its products.

Related Party Transactions

The Company sells and licenses its BreatheWay® food packaging technology to Windset Holdings 2010 Ltd. (“Windset”), in which, as further
described in Note 3, the Company owns an approximate 26.9% ownership interest. During the three months ended February 23, 2020 and February 24,
2019, the Company recognized revenues of $0.2 million and $0.1 million, respectively. During the nine months ended February 23, 2020 and February 24,
2019, the Company recognized revenues of $0.4 million and $0.3 million, respectively. These amounts have been included in Product sales in the
accompanying Consolidated Statements of Comprehensive Income and Loss. The related receivable balances of $0.3 million and $0.5 million are included
in Accounts receivable in the accompanying Consolidated Balance Sheets as of February 23, 2020 and May 26, 2019, respectively.

All related party transactions are monitored quarterly by the Company and approved by the Audit Committee of the Board of Directors.
Debt Issuance Costs

The Company records its line of credit debt issuance costs as an asset, and as such, $0.2 million and $0.3 million were recorded as Prepaid
expenses and other current assets, and Other assets in the accompanying Consolidated Balance Sheets, respectively, as of February 23, 2020, and $0.1
million and $0.2 million, respectively, as of May 26, 2019. The Company records its term debt issuance costs as a contra-liability, and as such, $0.3 million
and $0.5 million was recorded as Current portion of long-term debt, and Long-term debt, net in the accompanying Consolidated Balance Sheets,
respectively, as of February 23, 2020 and $0.2 million and $0.3 million, respectively, as of May 26, 2019.

Financial Instruments

The Company’s financial instruments are primarily composed of commercial-term trade payables, grower advances, notes receivable, and debt
instruments. For short-term instruments, the historical carrying amount approximates the fair value of the instrument. The fair value of long-term debt
approximates its carrying value.

Cash Flow Hedges

The Company has entered into interest rate swap contracts to manage interest rate risk. These derivative instruments may offset a portion of the
changes in interest expense. The Company designates these derivative instruments as cash flow hedges. The Company’s derivative instruments are subject
to master netting arrangements. These arrangements include provisions to setoff positions with the same counterparties in the event of default by one of the
parties. The Company accounts for its derivative instruments as either an asset or a liability and carries them at fair value in Other assets or Other non-
current liabilities
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in the accompanying Consolidated Balance Sheets. The accounting for changes in the fair value of derivative instruments depends on the intended use of
the derivative instrument and the resulting designation.

For derivative instruments that hedge the exposure to variability in expected future cash flows that are designated as cash flow hedges, the
effective portion of the gain or loss on the derivative instrument is reported as a component of Accumulated Other Comprehensive Income (“AOCI”) in
Stockholders’ Equity and reclassified into earnings in the same period or periods during which the hedged transaction affects earnings. The ineffective
portion of the gain or loss on the derivative instrument, if any, is recognized in earnings in the current period. To receive hedge accounting treatment, cash
flow hedges must be highly effective in offsetting changes to expected future cash flows on hedged transactions.

Accumulated Other Comprehensive Income

Comprehensive income consists of two components, net income and Other Comprehensive Income (“OCI”). OCI refers to revenue, expenses,
and gains and losses that under GAAP are recorded as a component of stockholders’ equity but are excluded from the determination of net income. The
Company’s AOCI consists of net deferred gains and losses on its interest rate swap contracts accounted for as cash flow hedges. The components of AOCI,
net of tax, are as follows:

(In thousands) AOCI

Accumulated OCI, net, as of May 26, 2019 $ 64
Unrealized losses on interest rate swap contracts, net of tax effect (896)
Accumulated OCI, net, as of February 23, 2020 $ (832)

The Company does not expect any transactions or other events to occur that would result in the reclassification of any significant gains or losses
into earnings in the next 12 months.

Investment in Non-Public Company

On February 15, 2011, the Company made its initial investment in Windset which is reported as an Investment in non-public company, fair
value, in the accompanying Consolidated Balance Sheets as of February 23, 2020 and May 26, 2019. The Company has elected to account for its
investment in Windset under the fair value option. See Note 3 — Investment in Non-public Company, for further information.

Assets Held for Sale

In January 2020, the Company decided to divest its Curation Foods’ salad dressing plant in Ontario, California. In the third quarter of fiscal year
2020, the Company (1) designated the fixed assets of its office and manufacturing space located in Ontario, California, as assets held for sale, (2)
recognized a $10.9 million impairment loss, which is included in Restructuring costs within the Consolidated Statements of Comprehensive Income and
Loss, and (3) reclassified the remaining net carrying value of $2.6 million from Property and equipment, net to Prepaid expenses and other current assets
within the Consolidated Balance Sheet. Liabilities of $0.3 million and $3.0 million related to these assets are included in Current portion of lease liabilities
and Long-term lease liabilities, respectively, within the Consolidated Balance Sheet. The Company expects to complete this divestiture within the first half
of fiscal year 2021.

In June 2019, the Company designated the Santa Maria, California office as the Curation Foods headquarters, and decided to close and put up
for sale the Curation Foods office in San Rafael, California. In the first quarter of fiscal year 2020, the San Rafael property had been designated as held for
sale and the net carrying value of $2.8 million was reclassified from Property and equipment, net to Other current assets within the Consolidated Balance
Sheet. In the second quarter of the fiscal year 2020, the Company recognized a $0.4 million impairment loss, which is included in Restructuring costs
within the Consolidated Statements of Comprehensive Income and Loss. In the third quarter of fiscal year 2020, the Company closed escrow on the San
Rafael property held for sale. The Company received net cash proceeds of $2.4 million in connection with the sale.

Leases

Under Topic 842, the Company determines if an arrangement is a lease at inception. Right-of-use ("ROU") assets and liabilities are recognized
at commencement date based on the present value of remaining lease payments over the lease term. For this purpose, the Company considers only
payments that are fixed and determinable at the time of commencement. As most of the leases do not provide an implicit rate, the Company uses its
incremental borrowing rate based on the information available at commencement date in determining the present value of lease payments. The incremental
borrowing rate is a quoted rate based on
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the understanding of what the Company's credit rating would be. Certain agreements may contain the option to extend the lease term, terminate the lease
before the contractual expiration date, or purchase the leased asset. The Company, when reasonably certain to exercise the option, considers these options
in determining the measurement of the lease. The Company's lease agreements do not contain any material residual value guarantees.

The Company's lease agreements generally contain lease and non-lease components. Non-lease components primarily include payments for
maintenance and utilities. The Company combines fixed payments for non-lease components with lease payments and account for them together as a single
lease component which increases the amount of lease assets and liabilities.

Payments under lease arrangements are primarily fixed, however, certain lease agreements contain variable payments, which are expensed as
incurred and not included in the operating lease assets and liabilities. These amounts primarily include payments affected by changes in price indices.

Intangible Assets

The Company’s intangible assets are comprised of customer relationships with finite estimated useful life of eleven to thirteen years, and
trademarks/tradenames and goodwill with indefinite useful lives.

Finite-lived intangible assets are reviewed for possible impairment whenever events or changes in circumstances occur that indicate that the
carrying amount of an asset (or asset group) may not be recoverable. Indefinite lived intangible assets are reviewed for impairment at least annually. For
goodwill and other indefinite-lived intangible assets, the Company performs a qualitative impairment analysis in accordance with ASC 350-30-35.

Partial Self-Insurance on Employee Health and Workers Compensation Plans

The Company provides health insurance benefits to eligible employees under self-insured plans whereby the Company pays actual medical
claims subject to certain stop loss limits and self-insures its workers compensation claims. The Company records self-insurance liabilities based on actual
claims filed and an estimate of those claims incurred but not reported. Any projection of losses concerning the Company's liability is subject to a high
degree of variability. Among the causes of this variability are unpredictable external factors such as inflation rates, changes in severity, benefit level
changes, medical costs, and claims settlement patterns. This self-insurance liability is included in Other accrued liabilities in the accompanying
Consolidated Balance Sheets and represents management's best estimate of the amounts that have not been paid as of February 23, 2020 and May 26, 2019.
It is reasonably possible that the expense the Company ultimately incurs could differ and adjustments to future reserves may be necessary.

Business Interruption Insurance Recoveries

In the third quarter of fiscal year 2019, the Company recalled five SKUs of Eat Smart single-serve Salad Shake-Ups!™. In the fourth quarter of
fiscal year 2019, the Company submitted a product recall claim. During the three and nine months ended February 23, 2020, the Company recognized $0.0
million and $3.0 million, respectively, of business interruption insurance recoveries. Amounts received on insurance recoveries related to business
interruption are recorded as a reduction to “Cost of sales” and are classified as operating cash flows.

Fair Value Measurements

The Company uses fair value measurement accounting for financial assets and liabilities and for financial instruments and certain other items
measured at fair value. The Company has elected the fair value option for its investment in a non-public company. See Note 3 — Investment in Non-public
Company for further information. The Company also measures its contingent consideration liability at fair value. See Note 2 — Acquisitions for further
information. The Company has not elected the fair value option for any of its other eligible financial assets or liabilities.

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

Level 1 — observable inputs such as quoted prices for identical instruments in active markets.

Level 2 — inputs other than quoted prices in active markets that are observable either directly or indirectly through corroboration with observable
market data.

Level 3 — unobservable inputs in which there is little or no market data, which would require the Company to develop its own assumptions.

-10-



Table of Contents

As of February 23, 2020 and May 26, 2019, the Company held certain assets and liabilities that are required to be measured at fair value on a
recurring basis, including its interest rate swap contracts, its minority interest investment in Windset, and its contingent consideration liability from the
acquisition of O.

The fair value of the Company’s interest rate swap contracts is determined based on model inputs that can be observed in a liquid market,
including yield curves, and is categorized as a Level 2 fair value measurement and is included in Other assets or Other non-current liabilities in the
accompanying Consolidated Balance Sheets.

As of February 23, 2020, the Company held certain assets that were required to be measured at fair value on a non-recurring basis. The fair
market value of the assets, less the costs to sell, was $2.6 million, and was based on third-party valuations. The valuations primarily used the market
approach, and the inputs utilized were comparable sales of similar assets, which are generally unobservable and are supported by little or no market data,
and therefore were classified within Level 3.

The fair value of the Company’s contingent consideration liability from the acquisition of O utilizes significant unobservable inputs, including
projected earnings before interest, taxes, depreciation and amortization (“EBITDA”) and discount rates. As a result, the Company’s contingent
consideration liability associated with the O acquisition is considered a Level 3 measurement liability and is included in Other non-current liabilities in the
accompanying Consolidated Balance Sheets. During the three months ended November 24, 2019 the Company estimated that no earn out would be earned
under the agreement and therefore reversed the remaining $0.5 million of contingent liability which is included in Selling, general and administrative
within the Consolidated Statements of Comprehensive Income and Loss.

In determining the fair value of the Company’s contingent consideration liability, the Company utilizes the following significant unobservable
inputs in the discounted cash flow models:

At February 23, At May 26,
2020 2019
Cost of debt 5.1% to 5.5% 5.1% to 5.5%
Market price of risk adjustment 14% 14%
EBITDA volatility 28% 28%

The fair value of our contingent consideration liability is not considered sensitive to change in forecasts. A 10% increase in EBITDA forecast
would have an immaterial impact on the value of the contingent consideration liability as of February 23, 2020.

The Company has elected the fair value option of accounting for its investment in Windset. The calculation of fair value utilizes significant
unobservable inputs, including projected cash flows, growth rates, and discount rates. As a result, the Company’s investment in Windset is considered to be
a Level 3 measurement investment. The change in the fair value of the Company’s investment in Windset for the three and nine months ended February 23,
2020 was due to the Company's 26.9% minority interest in the change in the fair market value of Windset during the period.

In determining the fair value of the investment in Windset, the Company utilizes the following significant unobservable inputs in the discounted
cash flow models:

At February 23, At May 26,
2020 2019
Revenue growth rates 6% to 7% 6%
Expense growth rates 5% to 7% 6%
Income tax rates 15% 15%
Discount rates 12% 12%

The revenue growth, expense growth, and income tax rate assumptions are considered the Company's best estimate of the trends in those items
over the discount period. The discount rate assumption takes into account the risk-free rate of return, the market equity risk premium, and the company’s
specific risk premium and then applies an additional discount for lack of liquidity of the underlying securities.The discounted cash flow valuation model
used by the Company has the following sensitivity to changes in inputs and assumptions:
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Impact on value of investment
in Windset as of February 23,
(In thousands) 2020

10% increase in revenue growth rates $ 5,400
10% increase in expense growth rates $ (4,200)
10% increase in income tax rates $ (500)
10% increase in discount rates $ (3,600)

Imprecision in estimating unobservable market inputs can affect the amount of gain or loss recorded for a particular position. The use of
different methodologies or assumptions to determine the fair value of certain financial instruments could result in a different estimate of fair value at the
reporting date.

The following table summarizes the fair value of the Company’s assets and liabilities that are measured at fair value on a recurring and
nonrecurring basis:

(In thousands) Fair Value at February 23, 2020 Fair Value at May 26, 2019

Assets: Level 1 Level 2 Level 3 Level 1 Level 2 Level 3

Interest rate swap contracts $ — 3 58 $ — 3 — 3 644 $ —

Assets held for sale - nonrecurring — — 2,607 — — —

Investment in non-public company — — 61,300 — — 61,100
Total assets $ — 5 58 % 63,907 $ — 644 $ 61,100

Liabilities:

Interest rate swap contracts $ — $ 1,145  $ — % — 3 482 % —

Contingent consideration liability — — — — — 500
Total liabilities $ — 5 1,145  $ — 5 — 53 482 % 500

The following table reflects the fair value roll forward reconciliation of Level 3 assets and liabilities measured at fair value for the nine months
ended February 23, 2020:

Contingent
(In thousands) Windset Investment Consideration Liability
Balance as of May 26, 2019 $ 61,100 $ 500
Fair value change 200 (500)

Balance as of February 23, 2020 $ 61,300 $ —

Revenue Recognition

The Company follows the five step, principles-based model to recognize revenue upon the transfer of promised goods or services to customers
and in an amount that reflects the consideration for which the Company expects to be entitled in exchange for those goods or services. Revenue, net of
estimated allowances and returns, is recognized when the Company has completed its performance obligations under a contract and control of the product
is transferred to the customer. Substantially all revenue is recognized at the time shipment is made or upon delivery as control of the product is transferred
to the customer. Revenue for development service contracts are generally recognized based upon the labor hours expended relative to the total expected
hours as a measure of progress to depict transfer of control of the service over time. The services are not distinct and are accounted for as a single
performance obligation for each customer.

For descriptions of the Company’s product offerings and segments refer to Note 9 — Business Segment Reporting in our annual report on Form
10-K for the year ended May 26, 2019.

The Company’s standard terms of sale are included in its contracts, purchase orders, and invoices. As such, all revenue is considered revenue
recognized from contracts with customers. Shipping and other transportation costs charged to customers are recorded in both revenue and cost of goods
sold. The Company has elected to account for shipping and handling as fulfillment activities, and not a separate performance obligation. The Company’s
standard payment terms with its customers range from 30 days to 90 days. Certain customers may receive cash-based incentives (including: volume
rebates, discounts, and slotting fees),
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which are accounted for as variable consideration to the Company’s performance obligations. The Company estimates these sales incentives based on the
expected amount to be provided to its customers and reduces revenues recognized towards its performance obligations. The Company does not anticipate
significant changes in its estimates for variable consideration.

Occasionally, the Company enters into bill-and-hold arrangements, where it invoices the customer for products even though it retains possession
of the products until a point-in-time in the future when the products will be shipped to the customer. In these contracts, the primary performance obligation
is satisfied, and revenue is generally recognized, at a point-in-time when the product is segregated from the Company’s general inventory, it's ready for
shipment to the customer, and the Company does not have the ability to use the product or re-deploy it to another customer.

The Company disaggregates its revenue by segment product lines based on how it markets its products and reviews results of operations. The
following tables disaggregate segment revenue by major product lines:

(In thousands) Three Months Ended Nine Months Ended
February 23, February 24, February 23, February 24,
Curation Foods: 2020 2019 2020 2019
Salads 50,402 49,387 149,819 140,417
Core vegetables 61,050 68,071 174,684 195,203
Emerging brands 16,030 14,394 49,403 17,394
Total 127,482 131,852 373,906 353,014
Three Months Ended Nine Months Ended
February 23, February 24, February 23, February 24,
Lifecore: 2020 2019 2020 2019
Aseptic $ 6,802 $ 7,432 % 22,242 $ 21,326
Fermentation 11,442 11,450 17,211 16,436
Development services 7,202 4,820 20,876 14,003
Total $ 25446 $ 23,702 § 60,329 $ 51,765

Contract Assets and Liabilities

Contract assets primarily relate to the Company’s conditional right to consideration for work completed but not billed at the reporting date. The
Company’s contract assets as of February 23, 2020 and May 26, 2019 were $10.8 million and $5.6 million, respectively.

Contract liabilities primarily relate to payments received from customers in advance of performance under the contract. The Company’s contract
liabilities as of February 23, 2020 and May 26, 2019 were $0.3 million and $0.2 million, respectively. Revenue recognized during the three and nine
months ended February 23, 2020, that was included in the contract liability balance at the beginning of fiscal year 2020, were $0.0 million and $0.2 million,
respectively.

Shipping and Handling

Shipping and handling costs are incurred to move the Company’s products from production and storage facilities to the customer. Handling
costs are incurred from the point the product is segregated from the Company’s general inventory until it is provided to the shipper and generally include
costs to store, move and prepare the products for shipment. The cost of shipping and handling services is recognized in Cost of product sales. When the
costs of shipping and handling are passed on to a customer, the related amount is recorded in revenue.

Legal Contingencies
In the ordinary course of business, the Company is involved in various legal proceedings and claims.

The Company makes a provision for a liability relating to legal matters when it is both probable that a liability has been incurred and the amount
of the loss can be reasonably estimated. These provisions are reviewed at least each fiscal quarter and adjusted to reflect the impacts of negotiations,
estimate settlements, legal rulings, advice of legal counsel and other information and events pertaining to a particular matter. Legal fees are expensed in the
period in which they are incurred.
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Unfair Labor Practices

Curation Foods has been the target of a union organizing campaign which has included three unsuccessful attempts to unionize Curation Foods’
Guadalupe, California processing plant. The campaign has involved a union and over 100 former and current employees of Pacific Harvest, Inc. and
Rancho Harvest, Inc. (collectively "Pacific Harvest"), Curation Foods’ labor contractors at its Guadalupe, California processing facility, bringing legal
actions before various state and federal agencies, the California Superior Court, and initiating over 100 individual arbitrations against Curation Foods and
Pacific Harvest.

The legal actions consisted of three main types of claims: (1) Unfair Labor Practice claims ("ULPs") before the National Labor Relations Board
(“NLRB”), (2) discrimination/wrongful termination claims before state and federal agencies and in individual arbitrations, and (3) wage and hour claims as
part of two Private Attorney General Act (“PAGA”) cases in state court and in over 100 individual arbitrations.

The ULP claims were settled in fiscal year 2017 for $0.3 million. Curation Foods was responsible for half of this settlement, or $0.2 million. On
May 5, 2017, the parties to the remaining actions executed a Settlement Agreement concerning the discrimination/wrongful termination claims and the
wage and hour claims which covers all non-exempt employees of Pacific Harvest working at Curation Foods’ Guadalupe, California processing facility
from September 2011 through the settlement date. Under the Settlement Agreement, the plaintiffs were paid $6.0 million in three installments: $2.4 million
of which was paid in July 2017, $1.8 million of which was paid in November 2017, and $1.8 million of which was paid in July 2018, representing the final
payment due under the settlement agreement. The Company and Pacific Harvest have each agreed to pay one half of the settlement payments. The
Company paid the entire first two installments of $4.2 million and Pacific Harvest agreed to reimburse the Company for its $2.1 million portion. As of
February 23, 2020, the outstanding balance of the receivable was $1.2 million. The Company makes ongoing estimates relating to the collectability of
receivables. A reserve is established for any note when there is reasonable doubt that the principal or interest will be collected in full. The Company may
write-off uncollectable receivables after collection efforts are exhausted. During the second quarter of fiscal 2020, the Company's quarterly review for
collectability concluded that a receivable reserve of $1.2 million would be recorded. This was due to delinquency in the payment schedule that changed the
Company's conclusion. At February 23, 2020, the reserve balance remained at $1.2 million.

Compliance Matters

As previously disclosed, on December 1, 2018, the Company acquired all of the voting interests and substantially all of the assets of Yucatan
Foods (the “Yucatan Acquisition”), which owns a guacamole manufacturing plant in Mexico called Procesadora Tanok, S de RL de C.V. (“Tanok”).

On October 21, 2019, the Company retained Latham & Watkins, LLP to conduct an internal investigation relating to potential environmental
and Foreign Corrupt Practices Act (“FCPA”) compliance matters associated with regulatory permitting at the Tanok facility in Mexico. The Company
subsequently disclosed to the U.S. Securities and Exchange Commission (“SEC”) and the U.S. Department of Justice (“DOJ”) the conduct under
investigation, and these agencies have commenced an investigation. The Company has also disclosed the conduct under investigation to the Mexican
Attorney General’s Office, which has commenced an investigation, and to Mexican regulatory agencies. The Company is cooperating in the government
investigations and requests for information. The conduct at issue began prior to the Yucatan Acquisition, and the agreement for the Yucatan Acquisition
provides the Company with certain indemnification rights that may allow the Company to recover the cost of a portion of the liabilities that have been and
may be incurred by the Company in connection with these compliance matters. At this stage, the ultimate outcome of these or any other investigations or
potential claims that may arise from the matters under investigation is uncertain and the Company cannot reasonably predict the timing or outcomes, or
estimate the amount of net loss after indemnification or insurance recovery, or its effect, if any, on its financial statements.

Other Litigation Matters

On February 10, 2020, a complaint was filed against Curation Foods in the United States District Court for the Northern District of Georgia,
Printpack, Inc. v. Curation Foods, Inc., alleging breach of contract pertaining to Curation Foods’ purchase of certain poly film packaging from the plaintiff.
The plaintiff seeks an unspecified amount of monetary damages, litigation expenses, and interest. As of February 24, 2020, Curation Foods had not yet
filed an answer to the complaint, nor asserted its defenses related thereto. Given the preliminary stage of this litigation, at this time Landec is unable to
determine whether any loss is probable or reasonably estimate a range of such loss, and accordingly has not accrued any liability associated with this
matter. The Company intends to defend this case vigorously.

On February 14, 2020, a complaint was filed against the Company, Curation Foods, the Company's current CEO Albert Bolles, the Company’s
former CFO Gregory Skinner, and other defendants in Santa Barbara County Superior Court, entitled Pacific Harvest, Inc., et al. v. Curation Foods, Inc., et
al. (No. 20CV00920). The case was brought by Pacific Harvest,
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Inc. (“Pacific”) and Rancho Harvest, Inc. (“Rancho”), two related companies that have provided labor and employee staffing services to Curation Foods.
Among other things, Pacific and Rancho allege that Curation Foods wrongfully decreased its use of Pacific’s staffing services and misappropriated
Pacific’s trade secrets when Curation Foods increased its use of another staffing company and transitioned Pacific’s employees to the other staffing
company. Pacific and Rancho also allege that Curation Foods breached agreements between the parties related to a loan from Curation Foods on which
Pacific and Rancho have ceased making payments. Plaintiffs assert claims for breach of contract, breach of the implied covenant of good faith and fair
dealing, intentional interference with contracts and potential economic advantage, misappropriation of trade secrets under California’s Uniform Trade
Secrets Act, business practices in violation of California Unfair Competition Law, fraud, defamation, violation of California Usury Law, breach of fiduciary
duty, and declaratory relief regarding the parties’ rights and obligations under certain of the parties’ contracts. Defendants have not yet appeared in this
action. Given the preliminary stage of the litigation, at this time the Company is unable to determine whether any loss is probable or reasonably estimate a
range of such loss, and accordingly has not accrued any liability associated with these matters. The Company intends to defend and pursue its interests in
this case vigorously.

Recent Accounting Guidance

Recently Adopted Pronouncements

Income Taxes

In December 2019, the FASB issued ASU 2019-12, Simplifying the Accounting for Income Taxes (“ASU 2019-12”). ASU 2019-12 eliminates
certain exceptions related to the approach for intraperiod tax allocation, the methodology for calculating income taxes in an interim period and the
recognition of deferred tax liabilities for outside basis differences. It also clarifies and simplifies other aspects of the accounting for income taxes. ASU
2019-12 is effective for fiscal years, and interim periods within those fiscal years, beginning after December 20, 2020. The Company early adopted this
guidance in the third quarter of fiscal year 2020, which had a favorable impact of $0.4 million for the three months then ended. This early adoption had no
impact to the Company’s prior financial statements, nor will it have any impact to its full year fiscal 2020 financial statements.

Leases

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (“ASU 2016-02”), which requires companies to generally recognize on
the balance sheet operating and financing lease liabilities and corresponding right-of-use-assets. Effective May 27, 2019, the Company adopted the ASU on
a modified retrospective basis. Prior period amounts were not adjusted and continue to be reported in accordance with historical accounting policies under
ASC 840: Leases (Topic 840). The Company elected the package of practical expedients under which the Company has not reassessed prior conclusions
about lease classification and initial direct costs. The Company elected the hindsight expedient to evaluate lease terms, and made a policy election that does
not recognize right-of-use assets and lease liabilities related to short-term leases.

Upon adoption of ASU 2016-02, the Company recorded a transitional adjustment of $0.3 million to opening retained earnings to write off the
difference in deferred rent balances from prior periods for operating leases with non-level rent. The difference arises from recalculation of deferred rent
after applying updated lease terms as a result of applying hindsight. Additionally, the adoption of the standard had a significant impact in the condensed
consolidated balance sheet where at the time of the adoption at the beginning of fiscal year 2020, the Company recorded $31.1 million of operating lease
liabilities, along with $30.0 million of operating lease right-of-use assets.

This change had no impact on the Company’s ability to meet its loan covenants as the impact from the adoption of ASU 2016-02 was taken into
consideration when determining its loan covenants.

Recently Issued Pronouncements to be Adopted
Cash Flow Hedges

In March 2020, the FASB issued guidance to provide temporary optional expedients and exceptions to the US GAAP guidance on contract
modifications and hedge accounting to ease the financial reporting burdens of the expected market transition from the London Interbank Offered Rate
(LIBOR) and other interbank offered rates to alternative reference rates, such as the Secured Overnight Financing Rate (SOFR). The guidance is effective
upon issuance and may be adopted on any date on or after March 12, 2020. The Company is currently assessing the future impact of this update on its
consolidated financial statements and related disclosures.
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Cloud Computing Arrangements

In August 2018, the FASB issued ASU 2018-15, Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement
That is a Service Contract ("ASU 2018-15"), which requires a customer in a cloud computing arrangement that is a service contract to follow the internal-
use software guidance in Accounting Standards Codification 350-40 to determine which implementation costs to defer and recognize as an asset. The
Accounting Standards Update generally aligns the guidance on recognizing implementation costs incurred in a cloud computing arrangement that is a
service contract with that for implementation costs incurred to develop or obtain internal-use software, including hosting arrangements that include an
internal-use software license. ASU 2018-15 is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019.
Early application is permitted. The Company is currently assessing the future impact of this update on its consolidated financial statements and related
disclosures.

Fair Value Measurement

In August 2018, the FASB issued ASU 2018-13, Changes to the Disclosure Requirements for Fair Value Measurement ("ASU 2018-13"). The
guidance eliminates, adds, and modifies certain disclosure requirements for fair value measurements. Entities will no longer have to disclose the amount of
and reasons for transfers between Level 1 and Level 2 of the fair value hierarchy, but will be required to disclose the range and weighted average used to
develop significant unobservable inputs for Level 3 fair value measurements. ASU 2018-13 is effective for fiscal years, and interim periods within those
fiscal years, beginning after December 15, 2019. The Company is currently assessing the future impact of this update on its consolidated financial
statements and related disclosures.

Financial Instruments — Credit Losses

In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments ("ASU 2016-13"), which requires the measurement of all expected credit losses for financial assets including trade receivables held at the
reporting date based on historical experience, current conditions, and reasonable and supportable forecasts. ASU 2016-13 is effective for fiscal years, and
interim periods within those fiscal years, beginning after December 15, 2019. The Company is currently assessing the future impact of this update on its
consolidated financial statements and related disclosures.

In April 2019, the FASB issued ASU 2019-04, Codification Improvements to Topic 326, Financial Instruments-Credit Losses, and Topic 825,
Financial Instruments, which provides practical expedients and policy elections related to the presentation and disclosure of accrued interest and the related
allowance for credit losses and clarifies how to disclose line-of-credit arrangements that are converted to term loans. ASU 2019-04 is effective for fiscal
years, and interim periods within those fiscal years, beginning after December 15, 2019. The Company is currently assessing the future impact of this
update on its consolidated financial statements and related disclosures.

2. Acquisitions

Yucatan Foods Acquisition

On December 1, 2018, (the "Acquisition Date") the Company acquired all of the voting interests and substantially all of the assets of Yucatan
Foods, a manufacturer and seller of avocado-based food products. The total consideration paid to acquire Yucatan Foods was $75.0 million, consisting of
$59.9 million in cash and 1,203,360 shares of common stock (“Stock Consideration”) with a fair value of $15.1 million. The fair value of the Stock
Consideration is based on a per-share value of the Company’s common stock on the Acquisition Date. Given that the Sellers are restricted from selling the
Landec common stock, a discount for lack of marketability was applied to the Stock Consideration. The discount for lack of marketability was based on
restricted stock studies, pre-IPO studies, and utilizing the Black-Scholes option pricing model to estimate a discount of 17.5% and 20.0% for the 3-year and
4-year lockup period, respectively.

Pursuant to the terms of the purchase agreement, all 1,203,360 shares issued as Stock Consideration will be held in an escrow account to secure
the indemnification rights of Landec with respect to certain matters, including breaches of representations, warranties and covenants such as environmental
and tax representations. The Stock Consideration is comprised of two tranches, with 3-year and 4-year lock-up provisions, respectively, such that 50% of
the Stock Consideration is released from lock-up on November 30, 2021, the 3-year anniversary of the close date of the transaction, and 50% of the Stock
Consideration is released on November 30, 2022, the 4-year anniversary of the close date of the transaction.

Yucatan Foods, founded in 1991, produces and sells guacamole and other avocado products under its Yucatan and Cabo Fresh brands primarily
in the U.S. and Canada. Yucatan Foods’ production facility is located in Guanajuato, Mexico, very
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near where avocados are grown. Landec acquired Yucatan Foods to grow, strengthen, and stabilize its position in the natural foods market and to improve
Curation Foods’ margins over time.

Upon acquisition, Yucatan Foods became a wholly-owned subsidiary of Curation Foods. The Acquisition Date fair value of the consideration
paid consisted of the following:

(In thousands)

Cash consideration $ 59,898
Stock consideration 15,068
$ 74,966

The excess of the purchase price over the aggregate fair value of identifiable net assets acquired was recorded as goodwill. These preliminary
fair values of the assets acquired and the liabilities assumed were determined through established and generally accepted valuation techniques and were
subject to change during the measurement period as valuations were finalized. During the fourth quarter of fiscal 2019, the Company recorded
measurement period adjustments to deferred income taxes of $1.7 million and indemnification provisions for environmental related items of $0.7 million,
resulting in an increase to goodwill of $1.0 million. During the second quarter of fiscal 2020, the Company recorded measurement period adjustments to
deferred income taxes of $0.5 million, resulting in an increase to goodwill of $0.5 million, and completed the acquisition accounting for the Yucatan Foods
acquisition. The following is a summary of the amounts recognized in accounting for the Yucatan Foods acquisition:

(In thousands)

Cash and cash equivalents $ 26
Accounts receivable, net 6,310
Inventories 11,384
Prepaid expenses and other current assets 1,573
Other assets 102
Property and equipment 14,083
Trademarks/tradenames 15,900
Customer relationships 11,000
Accounts payable (4,507)
Other accrued liabilities (1,873)
Deferred tax liabilities (1,767)
Net identifiable assets acquired 52,231
Goodwill 22,735
Total fair value purchase consideration $ 74,966

Intangible Assets

The Company identified two intangible assets in connection with the Yucatan Foods acquisition: trademark/tradenames valued at $15.9 million
and customer relationships valued at $11.0 million, which are included within Trademarks/tradenames and Customer relationships in the accompanying
Consolidated Balance Sheets, respectively. Tradenames are considered to be an indefinite lived asset and therefore, will not be amortized. Customer
relationships have an estimated useful life of 12 years and will be amortized to operating expenses on an accelerated basis that reflects the pattern in which
the economic benefits are consumed. The tradenames are valued using the relief from royalty valuation method and the customer relationships are valued
using the excess earnings method.

Goodwill
The goodwill recognized from the Yucatan Foods acquisition is primarily attributable to Yucatan Foods’ long history and expected synergies

from future growth and expansion of the Curation Foods business segment. Approximately 80% of the goodwill is expected to be deductible for income tax
purposes. The Company will test goodwill for impairment on an annual basis, or sooner if indicators of impairment are present.
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O Acquisition

On March 1, 2017, the Company purchased substantially all of the assets of O for $2.5 million in cash plus contingent consideration of up to
$7.5 million based upon O achieving certain EBITDA targets. All accounting for this acquisition is final.

The potential earn out payment of up to $7.5 million is based on O’s cumulative EBITDA over the Company’s fiscal years 2018 through 2020.
At the end of each fiscal year, beginning in fiscal year 2018, the former owners of O will earn the equivalent of the EBITDA achieved by O for that fiscal
year up to $4.6 million over the three year period. The former owners can then earn an additional $2.9 million on a dollar for dollar basis for exceeding
$6.0 million of cumulative EBITDA over the three year period. Each quarter the Company performs an analysis of O’s projected EBITDA over the earnout
period. Based on this analysis, the Company records a contingent consideration liability, included in Other accrued liabilities or Other non-current
liabilities.

During the three months ended November 24, 2019 the Company estimated that no earn out would be earned under the agreement and therefore
reversed the remaining $0.5 million of contingent liability and thus as of February 23, 2020, the Company did not record a contingent consideration
liability. As of May 26, 2019, the contingent consideration liability was $0.5 million, representing the present value of the expected earn out payments.

3. Investment in Non-public Company

On February 15, 2011, Curation Foods entered into a share purchase agreement (the “Windset Purchase Agreement”) with Windset. Pursuant to
the Windset Purchase Agreement, Curation Foods purchased from Windset 150,000 Senior A preferred shares for $15.0 million and 201 common shares
for $201. On July 15, 2014, Curation Foods increased its investment in Windset by purchasing from the Newell Capital Corporation an additional 68
common shares and 51,211 junior preferred shares of Windset for $11.0 million. After this purchase, the Company’s common shares represent a 26.9%
ownership interest in Windset. The Senior A preferred shares yield a cash dividend of 7.5% annually. The dividend is payable within 90 days of each
anniversary of the execution of the Windset Purchase Agreement. The non-voting junior preferred stock does not yield a dividend unless declared by the
Board of Directors of Windset and no such dividend has been declared.

The Shareholders’ Agreement between Curation Foods and Windset, as amended on March 15, 2017, includes a put and call option (the “Put
and Call Option”), which can be exercised on or after March 31, 2022, whereby Curation Foods can exercise the put to sell its common, Senior A preferred
shares, and junior preferred shares to Windset, or Windset can exercise the call to purchase those shares from Curation Foods, in either case, at a price
equal to 26.9% of the fair market value of Windset’s common shares, plus the liquidation value of the preferred shares of $20.1 million ($15.0 million for
the Senior A preferred shares and $5.1 million for the junior preferred shares). Under the terms of the arrangement with Windset, the Company is entitled
to designate one of five members on the Board of Directors of Windset.

The investment in Windset does not qualify for equity method accounting as the investment does not meet the criteria of in-substance common
stock due to returns through the annual dividend on the non-voting senior preferred shares that are not available to the common stockholders. As the put
and call options require all of the various shares to be put or called in equal proportions, the Company has deemed that the investment, in substance, should
be treated as a single security for purposes of accounting.

The fair value of the Company’s investment in Windset was determined utilizing the Windset Purchase Agreement’s put/call calculation for
value and a discounted cash flow model based on projections developed by Windset, and considers the put and call conversion options. These features
impact the duration of the cash flows utilized to derive the estimated fair values of the investment. These two discounted cash flow models’ estimate for
fair value are then weighted. Assumptions included in these discounted cash flow models will be evaluated quarterly based on Windset’s actual and
projected operating results to determine the change in fair value.

During the three months ended February 23, 2020 and February 24, 2019, the Company recorded $0.3 million and $0.4 million, respectively, in
dividend income. During the nine months ended February 23, 2020 and February 24, 2019, the Company recorded $0.8 million and $1.2 million,
respectively, in dividend income. The increase in the fair market value of the Company’s investment in Windset for the three months ended February 23,
2020 and February 24, 2019, was $0.0 million and $0.0 million, respectively. The increase in the fair market value of the Company’s investment in Windset
for the nine months ended February 23, 2020 and February 24, 2019, was $0.2 million and $1.6 million, respectively, and is included in Other income in
the accompanying Consolidated Statements of Comprehensive Income and Loss.
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4. Stock-based Compensation and Stockholders' Equity
Stock-Based Compensation Activity

The estimated fair value for stock options, which determines the Company’s calculation of stock-based compensation expense, is based on the
Black-Scholes option pricing model. Restricted stock units ("RSUs") are valued at the closing market price of the Company’s common stock on the grant
date. The Company uses the straight-line method to recognize the fair value of stock-based compensation arrangements.

During the three months ended February 23, 2020, the Company granted 195,000 options to purchase shares of common stock and awarded
30,000 RSUs. During the nine months ended February 23, 2020, the Company granted 255,000 options to purchase shares of common stock and awarded
281,527 RSUs.

As of February 23, 2020, the Company has reserved 3.8 million shares of Common Stock for future issuance under its current and former equity
plans.

Stock-Based Compensation Expense

The Company’s stock-based awards include stock option grants and RSUs. The Company records compensation expense for stock-based awards
issued to employees and directors in exchange for services provided based on the estimated fair value of the awards on their grant dates and is recognized
over the required service periods, generally the vesting period.

The following table summarizes stock-based compensation by income statement line item:

Three Months Ended Nine Months Ended
(In thousands) February 23, 2020 February 24, 2019 February 23, 2020 February 24, 2019
Cost of sales $ 14 $ 116 $ 42 $ 334
Research and development 10 29 88 84
Selling, general and administrative 570 671 1,751 2,064
Total stock-based compensation $ 566 $ 816 $ 1,881 $ 2,482

As of February 23, 2020, there was $4.6 million of total unrecognized compensation expense related to unvested equity compensation awards
granted under the Landec incentive stock plans. Total expense is expected to be recognized over the weighted-average period of 2.23 years for stock
options and 2.02 years for RSUs.

Stock Repurchase Plan

On July 14, 2010, the Company announced that the Board of Directors of the Company had approved the establishment of a stock repurchase
plan authorizing the repurchase of up to $10.0 million of the Company’s common stock. The Company may repurchase its common stock from time to time
in open market purchases or in privately negotiated transactions. The timing and actual number of shares repurchased is at the discretion of management of
the Company and will depend on a variety of 