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United States
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DHE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Quarter Ended August 31, 2008 or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file numbe0-27446

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

California 94-3025618
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification Number)

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

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

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssivhrter period that the registrant was requirefilécsuch reports), and (2) has been su
to such filing requirements for at least the p&stays.

Yes No[l

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-accelerated filer or a smaller report
company. See definition of “large accelerated filard “accelerated filer” and “smaller reportingngpany” in Rule 12b-2 of the Exchange Act.

Large Accelerated Fildr] Accelerated FilefX]
Non Accelerated File(d Smaller Reporting Compariy

Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act).
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands except shares and per share amounts)

ASSETS
Current Assets
Cash and cash equivalel
Marketable securitie
Accounts receivable, less allowance for doubtfabants of $214 and $169 at August 31, 20(
and May 25, 2008, respective

Accounts receivable, related pa
Inventories, ne

Notes and advances receiva

Deferred taxe

Prepaid expenses and other current a

Total Current Asset

Property and equipment, r
Goodwill, net
Trademarks, ne

Other asset

Total Assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities:

Accounts payabl

Related party accounts paya

Income taxes payab

Accrued compensatic

Other accrued liabilitie

Deferred revenu

Total Current Liabilities

Deferred revenu
Deferred taxe
Minority interest

Total Liabilities

Shareholder Equity:
Common stock, $0.001 par value; 50,000,000 stargéw®rized; 26,166,319 and 26,156,323
shares issued and outstanding at August 31, 200&1ay 25, 2008, respective
Retained earning

Total Shareholde’ Equity
Total Liabilities and Sharehold¢ Equity

(1) Derived from audited financial statements.

See accompanying notes.

-3

August 31, May 25,
2008 2008
(Unaudited) (1)
45,747 $ 44,39¢
16,25¢ 14,64
18,65} 19,46(
407 411
8,181 7,32¢
35¢€ 501
2,18( 2,18(
80¢ 1,74¢
92,58¢ 90,66¢
21,38¢ 21,30¢
27,35¢ 27,35«
8,22¢ 8,22¢
3,23¢ 3,03t
152,78¢ $ 150,58
18,06: $ 18,99:
3717 273
427 —
1,36 2,197
2,73 2,93(
2,761 3,618
25,72( $ 28,00«
4,50( 5,00(
1,56¢ 1,56¢
1,71« 1,55(
33,50:¢ 36,12:
114,95! 112,97-
4,331 1,492
119,28t 114,46t
152,78¢ $ 150,58




CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues
Product sale
Services revenue, related pa
License fee:
Research, development and royalty revetr
Royalty revenues, related pa

Total revenue

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

Total cost of revenu

Gross profi

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

Total operating costs and expen

Operating incomi

Interest incomt

Interest expens

Minority interest expens

Net income before taxe

Income tax expens

Net income

Basic net income per she

Diluted net income per sha
Shares used in per share computa

Basic
Diluted

LANDEC CORPORATION

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

See accompanying notes.
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Three Months Ende

August 31, August 26,
2008 2007

$ 68,86. $ 59,80(
1,15¢ 1,07t

1,55( 1,581

184 171

— 32

71,75 62,65¢

59,30z 51,59:

1,43i 1,217

891 881

61,63( 53,68

10,12¢ 8,97¢

88¢ 82z

4,67¢ 4,54¢

5,564 5,36¢

4,55¢ 3,60¢

357 781
) (8)
(164) (120)

4,75( 4,25¢
(1,917) (1,187)

$ 2,83 $ 3,07
$ 011 $ 0.12
$ 011 $ 0.11
26,16 25,93

26,79¢ 26,91




LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(in thousands)

Cash flows from operating activitie
Net income
Adjs. to reconcile net income to net cash provideaperating activities
Depreciation and amortizatic
Stoclk-based compensation expel
Tax benefit from stoc-based compensation expel
Increase in lon-term receivablt
Minority interest
Changes in current assets and current liabili
Accounts receivable, n
Accounts receivable, related pa
Inventories, ne
Issuance of notes and advances receiv
Collection of notes and advances receivi
Prepaid expenses and other current a:
Accounts payabl
Related party accounts paya
Income taxes payab
Accrued compensatic
Other accrued liabilitie
Deferred revenu

Net cash provided by operating activit

Cash flows from investing activitie

Purchases of property and equipm

Issuance of notes and advances receiv
Purchase of marketable securil

Proceeds from maturities of marketable secur

Net cash used in investing activiti

Cash flows from financing activitie

Proceeds from sale of common st

Repurchase of subsidiary common stock and op
Tax benefit from stoc-based compensation expe!
Decrease in other ass:

Issuance of related party note paye

Payments on long term de

Payments to minority interest holde

Net cash provided by (used in) financing activi

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

Cash and cash equivalents at end of pe

Supplemental schedule of noncash operating aetv
Income tax expense not paya
Long-term receivable from Monsanto for guaranteed teatom fee

See accompanying notes.
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Three months Ende

August 31, August 26,
2008 2007

$ 2,83¢ 3,071
79€ 71€

29t 32t

(1,686

(200) (200)

164 12C

80: (12)

4 (64)
(852) (1,000
(239 2

37¢ 141
941 (242)

(930) 2,55¢

104 291

2,11t 24
(835) (2,902)

(19¢) 291
(1,357) (1,297%)

2,15: 2,82¢
(874 (236)
D (4)

(7,019 —

5,40( —
(2,48%) (240)

— 57C
— (20,59¢)

1,68¢ 1,13

1 4

— 23z
— Q)
— (227)
1,68 (18,89()
1,351 (16,30¢)

44,39¢ 62,55¢

$ 45,74, 46,25(
$ 1,68¢ 1,132
$ 20C 20C




LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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

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

Basis of Presentation

The accompanying unaudited consolidated finanté&éments of Landec have been prepared in accardeitit accounting principles
generally accepted in the United States for intdiirancial information and with the instructions feorm 10-Q and Article 10 of Regulation S-
X. In the opinion of management, all adjustmentméisting of normal recurring accruals) have beadenwhich are necessary to present f:
the financial position at August 31, 2088d the results of operations and cash flows fgreaiods presented. Although Landec believesttis
disclosures in these financial statements are adeda make the information presented not mislepdiartain information normally included
financial statements and related footnotes preparadcordance with accounting principles generatlgepted in the United States have been
condensed or omitted per the rules and regulatbiise Securities and Exchange Commission. Themapaaying financial data should be
reviewed in conjunction with the audited finan@ttements and accompanying notes included in Icgsmé@nual Report on Form 10-K for
the fiscal year ended May 25, 2008.

The results of operations for the three months @degust 31, 2008 are not necessarily indicativéhefresults that may be expected
for an entire fiscal year due to some seasonalifyiio’s food business and because the first quaftscal year 2009 was a 14-week quarter
which occurs once every five years compared tsthedard 13-week quarter.

Basis of Consolidation

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

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

Under FIN 46R, a VIE is created when (i) the equiyestment at risk is not sufficient to permit gty to finance its activities
without additional subordinated financial suppednf other parties, or (i) the entity's equity heiglas a group either: (a) lack direct or indirect
ability to make decisions about the entity throwgking or similar rights, (b) are not obligatedaosorb expected losses of the entity if they
occur, or (c) do not have the right to receive expe residual returns of the entity if they ocdtian entity is deemed to be a VIE pursuant to
FIN 46R, the enterprise that is deemed to absaonhjarity of the expected losses or receive a mgjofiexpected residual returns of the VIE
considered the primary beneficiary and must codatdi the VIE.

Based on the provisions of FIN 46R, the Companydeasluded that as a result of the license andlgwggreement between Landec
and Monsanto Company (see Note 2), Monsanto hasiable interest in the Company’s Intellicoat cogtsubsidiary, Landec Ag, and
therefore Landec Ag has been determined to be aME Company has also determined that it is thregyy beneficiary of Landec Ag and
therefore the accounts of Landec Ag are consolithaith the accounts of the Company.
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Use of Estimates

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

These estimates involve the consideration of corifaletors and require management to make judgm@&htesanalysis of historical
and future trends, can require extended periodisnaf to resolve, and are subject to change fronogeo period. The actual results may differ
from management’s estimates.

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

Cash, Cash Equivalents and Marketable Securities

The Company records all highly liquid securitieshathree months or less from date of purchase tonityaas cash equivalents and
consists mainly of certificate of deposits, monegrket funds and U.S. Treasuries. Short-term mabketgecurities consist of certificates of
deposit that are FDIC insured with original matagtof more than three months at the date of psechad less than one year from the date of
the balance sheet. The Company classifies all sishitrities with readily determined market value$sasilable for sale” in accordance with
SFAS No. 115, ‘Accounting for Certain Investments in Debt and BgS8ecurities."These investments are classified as marketableisesu
on the consolidated balance sheet as of August®18 and are carried at fair market value. Unredligains and losses are reported as a
component of shareholdemsquity and were not significant in for the threentis ended August 31, 2008. The cost of debt dezuis adjuste
for amortization of premiums and discounts to migtuirhis amortization is recorded to interest im@ Realized gains and losses on the s:
available-for-sale securities are also recordedtayest income and were not significant for tre¢éhmonths ended August 31, 2008. The cost
of securities sold is based on the specific ideatifon method.

Financial Instruments

The Company'’s financial instruments are primariynposed of marketable debt securities, commereiat-trade payables and
grower advances, and notes receivable, as watlngsterm notes receivables and debt instrumentsshart-term instruments, the historical
carrying amount is a reasonable estimate of fdirevdair values for longerm financial instruments not readily marketable estimated base
upon discounted future cash flows at prevailingk®aainterest rates. Based on these assumptionsgearent believes the fair market values
of the Company'’s financial instruments are not mally different from their recorded amounts asfafgust 31, 2008.

Investments
Equity investments in non-public companies withreadily available market value are carried on thiace sheet at cost as adjusted

for impairment losses, if any. If reductions in tharket value of the investments to an amountighia¢low cost are deemed by management to
be other than temporary, the reduction in markktevaill be realized, with the resulting loss inmket value reflected on the income statem
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Recent Accounting Pronouncements
Fair Value Measuremen

In September 2006, FASB issued SFAS No. 157qif Value Measurements SFAS No. 157 defines fair value, establishes a
framework for measuring fair value and expandsld&oe about fair value measurements. SFAS Nodb®&s not require new fair value
measurements but provides guidance on how to me&asiuvalue by providing a fair value hierarchydso classify the source of information.
SFAS No. 157 is effective for fiscal years begimnaiter November 15, 2007. However, on Februarn2008, the FASB issued FASB Staff
(“FSP™) FAS No. 157-2 which delays the effectiveedfor all non-financial assets and liabilities eptthose that are recognized or disclosed at
fair value in the financial statements on a reagrtiasis (at least annually). FSP 157- 2 defergffleetive date of SFAS No. 157 to fiscal years
beginning after November 15, 2008, and interimgugiwithin the fiscal years for items within the@ge of this FSP. The Company adopted
SFAS No. 157 on May 26, 2008 for financial assets$ financial liabilities. It did not have any impgam the Companyg results of operations
financial position for the three months ended Au@ids 2008. The Company will adopt Statement 15hém-financial assets and liabilities
during its fiscal year ending May 30, 2010.

In February 2007, the FASB issued SFAS No. 15Ehé Fair Value Option for Financial Assets and Ficgl Liabilities— Including
an amendment of FASB Statement No..18AS No. 159 permits entities to choose to measwany financial instruments and certain other
items at fair value that are not currently requitetbe measured at fair value. Subsequent adjussnteethe fair value of the financial
instruments and liabilities an entity elects torgaat fair value will be recognized in earnings AASFNo. 159 also establishes additional
disclosure requirements. SFAS No. 159 is effedtivdiscal years beginning after November 15, 200ith early adoption permitted provided
the entity also elects to apply the provisions BAS No. 157. The Company adopted SFAS No. 159 oy 26a 2008, but has not elected the
fair value measurement provisions for any eligiidencial statements.

Business Combinatior

The FASB issued SFAS No. 141R (revised 200BuSiness Combinations which significantly changes the financial accougtamd
reporting for business combination transaction®ASKNo. 141R requires the acquiring entity in a hass combination to recognize all (and
only) the assets acquired and liabilities assumete transaction and establishes the acquisitide fhir value as the measurement objectiv
all assets acquired and liabilities assumed insinless combination. Certain provisions of this déad will, among other things, impact the
determination of acquisition-date fair value of sleration paid in a business combination (inclgdiontingent consideration); exclude
transaction costs from acquisition accounting; eémahge accounting practices for acquired contingspecquisition-related restructuring
costs, in-process research and development, indieation assets, and tax benefits. For the Comp&RAS No. 141R is effective for business
combinations occurring after May 31, 2009. The Camyis currently evaluating the future impacts distlosures of this standard.

Noncontrolling Interest

In December 2007, the FASB issued Statement ofn€iabAccounting Standards (“SFAS”) No. 16a\Nbdncontrolling Interests in
Consolidated Financial StatementsSFAS No. 160 amends Accounting Research Bull¢tiRB”) No. 51, “ Consolidated Financial
Statement$ and establishes accounting and reporting stasdardthe noncontrolling interest (minority inteteis a subsidiary. This statement
requires the reporting of all noncontrolling inteieas a separate component of stockholders’ edéyeporting of consolidated net income
(loss) as the amount attributable to both the gaaed the noncontrolling interests and the sepatistdosure of net income (loss) attributabl
the parent and to the noncontrolling interestaddition, this statement provides accounting apdnténg guidance related to changes in
noncontrolling ownership interests. Other thanrdporting requirements described above which reqeitrospective application, the
provisions of SFAS No. 160 are to be applied prospely in the first annual reporting period begimpon or after December 15, 2008. The
Company is currently in the process of determirnirgimpact and disclosure of this standard anda&spewill result in a reclassification of
income from the noncontrolling interest (minorityérest) in Apio Cooling, L.P., in which Apio iselgeneral partner with a 60% ownership
position. Upon adoption, all noncontrolling interesll be included as a component of stockholdexglity and not in the statement of
operations. The Company does not anticipate anifiadal material impact on the consolidated finahsitatements.
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Collaborative Arrangements

In December 2007, the FASB ratified the EITF cosssron EITF Issue No. 07-1Atcounting for Collaborative Arrangemeritthat
discusses how parties to a collaborative arrange@adrich does not establish a legal entity withiicls arrangement) should account for
various activities. The consensus indicates thstisdacurred and revenues generated from transaatidh third parties (i.e. parties outside of
the collaborative arrangement) should be reponetth® collaborators on the respective line itemtheir income statements pursuant to EITF
Issue No. 99-19, Reporting Revenue Gross as a Principal Versus BlanaAgent” Additionally, the consensus provides that income
statement characterization of payments betweepdheipants in a collaborative arrangement shbeldased upon existing authoritative
pronouncements; analogy to such pronouncements iithin their scope; or a reasonable, rationadi eonsistently applied accounting policy
election. For the Company, EITF Issue No. 07-Iffiscéive beginning June 1, 2009 and is to be appi@rospectively to all periods presented
for collaborative arrangements existing as of thte @f adoption. The Company is currently evalygptire impact of this standard on its
consolidated financial statements.

Fair Value Measurements

The Company adopted Statement 157 on May 26, 280fh&Encial assets and liabilities. The Comparspadopted Statement 159 in
which entities are permitted to choose to measweyrfinancial instruments and certain other itetfaiavalue. The Company did not elect
the fair value option for any of its eligible fingial assets or liabilities under SFAS 159.

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

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

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

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

As of August 31, 2008, the Company held certaietsthat are required to be measured at fair v@iug recurring basis. These
included the Company'’s cash equivalents and masleetcurities for which the fair value is deteredrbased on observable inputs that are
readily available in public markets or can be dedifrom information available in publicly quoted mkets. Therefore, the Company has
categorized the cash equivalents and marketableises as Level 1. The Company has no other firrssets or liabilities for which fair
value measurement has been adopted.

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

On December 1, 2006, Landec sold its direct mangedind sales seed company, Fielder's Choice D{fe€D”), which included the
Fielder's Choice Direc? and Heartland Hybri@ brands, to American Seeds, Inc., a wholly ownedislidry of Monsanto Company
(“Monsanto”). The acquisition price for FCD was $5@lion in cash paid at the close. During fiscaby 2007, Landec recorded income from
the sale, net of direct expenses and bonuses 207 $2illion. The income that was recorded is eqoahe difference between the fair value of
FCD of $40 million and its net book value, lessdtrselling expenses and bonuses. In accordanbegesiterally accepted accounting
principles, the portion of the $50 million of precks in excess of the fair value of FCD, or $10iomll was allocated to the technology license
agreement described below and will be recognizeéanue ratably over the five year term of théatetogy license agreement or $2 million
per year beginning December 1, 2006. The fair velag determined by management.
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On December 1, 2006, Landec also entered intoeayfear co-exclusive technology license and polysogply agreement (“the
Agreement”) with Monsanto for the use of Landecitellicoat polymer seed coating technology. Under the termbhefAgreement, Monsanto
will pay Landec Ag $2.6 million per year in exchanfgr (1) a co-exclusive right to use Landec’slliteat temperatureactivated seed coatit
technology worldwide during the license period, tt8) right to be the exclusive global sales ancketarg agent for the Intellicoat seed coating
technology, and (3) the right to purchase the stddkandec Ag at any time during the five year tefithe Agreement. Monsanto will also

fund all operating costs, including all Intellicoaésearch and development, product development amgaplacement capital costs during the
five year agreement period. For each of the threeths ended August 31, 2008 and August 26, 2007dé@recognized $1.35 million in
revenues from the Agreement.

The Agreement also provides for a fee payable tulka Ag of $4 million if Monsanto elects to ternti@géhe agreement or $8 million
if Monsanto elects to purchase the stock of Larftgdf the purchase option is exercised beforefiftte anniversary of the Agreement, or if
Monsanto elects to terminate the Agreement, allahlicense fees and supply payments that haveeaet paid to Landec Ag will become due
upon the purchase. If Monsanto does not exerdgauitchase option by the fifth anniversary of ttggeement, Landec Ag will receive the
termination fee and all rights to the Intellicoaeed coating technology will revert to Landec. Adangly, Landec Ag will receive minimum
guaranteed payments of $17 million for license f@s polymer supply payments over five years oridiilon in maximum payments if
Monsanto elects to purchase the stock of LandecTAg.minimum guaranteed payments and the defeaiedo§ $2 million per year described
above will result in Landec recognizing revenue apdrating income of $5.4 million per year for fifgears 2008 through 2011 and $2.7
million per year for fiscal years 2007 and 2012eTicremental $4 million to be received in the éwdpnsanto exercises the purchase option
has been deferred and will be recognized uponxbeise of the purchase option. The fair valuehefppurchase option was determined by
management to be less than the amount of the ddfezvenue.

If Monsanto elects to purchase the stock of Lamsigca gain or loss on the sale of the stock of leen#élg will be recognized at the
time of purchase. If Monsanto exercises its purelmtion, Landec and Monsanto will enter into a h@wg-term supply agreement in which
Landec will continue to be the exclusive supplieintellicoat polymer materials to Monsanto.

3. Stock-Based Compensation

The Company adopted SFAS 123R using the modifiedgarctive transition method, which requires thdieation of the accounting
standard to (i) all stock-based awards issued @iter May 29, 2006 and (ii) any outstanding stbelsed awards that were issued but not
vested as of May 29, 2006. In the three monthsceAdrgyust 31, 2008, the Company recognized stisded compensation expense of $29¢
or $0.01 per basic and diluted share, which inau$i&9,000 for restricted stock unit awards and $2I® for stock option grants. In the three
months ended August 26, 2007, the Company recodjsioek-based compensation expense of $325,000.0t $er basic and diluted share,
which included $63,000 for restricted stock uniagls and $262,000 for stock option grants.

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

Three Months Three Months

Ended Ended
August 31, 200i August 26, 200
Research and development $ 42,000 $ 32,00(
Sales, general and administrative 253,00( 293,00(
Total stock-based compensation $ 295,000 $ 325,00(

As of August 31, 2008, there was $945,000 of toteiecognized compensation expense related to wd/eguity compensation
awards granted under the Landec incentive stoaksplBotal expense is expected to be recognizedtbeexeighted-average period of 1.72
years.

During the three months ended August 31, 2008Ctrapany granted options to purchase 75,000 sh&msronon stock and 25,002
restricted stock unit awards.

As of August 31, 2008 the Company has reservednlion shares of Common Stock for future issuannder its current and former
stock plans.
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4. Net Income Per Diluted Share
The following table sets forth the computation fied net income for the periods with net incormetifiousands, except per share amounts):

Three Months Three Months
Ended Ended
August 31, 200 August 26, 200

Numerator:
Net income $ 283¢ % 3,077

Denominator:

Weighted average shares for basic net income pee sh 26,16: 25,93}
Effect of dilutive securities:

Stock options and restricted stock units 63€ 974
Weighted average shares for diluted net incomesipare 26,79¢ 26,91
Diluted net income per share $ 011 $ 0.11

For the three months ended August 31, 2008 and W& 2007, the computation of the diluted nebime per share excludes the
impact of options to purchase 245,579 shares ajfgD&&hares of Common Stock, respectively, as saphacts would be antidilutive for these
periods.

5. Income Taxes

The estimated annual effective tax rate for fi&209 is currently expected to be approximately 408 provision for income taxes
for the three months ended August 31, 2008 was i#il@n.

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

As of May 25, 2008, the Company had unrecognizrdémefits of approximately $678,000. Includedhia balance of unrecognized
tax benefits as of May 25, 2008 is approximatel93%600 of tax benefits that, if recognized, wowddult in an adjustment to the Company’s
effective tax rate. The Company does not expettttieaamounts of unrecognized tax benefits willndesignificantly within the next twelve
months.

In accordance with FIN 48, paragraph 19, the Comas decided to classify interest and penaltilede® to uncertain tax positions
as a component of its provision for income taxase B the Compang’historical taxable loss position, the Companyntitiaccrue interest al
penalties relating to the income tax on the unratzegl tax benefits as of May 25, 2008 and Augus808 as the amounts were not
significant.

Due to tax attribute carryforwards, the Compangubject to examination for tax years 1992 forwandd.S. tax purposes. The
Company was also subject to examination in vargate jurisdictions for tax years 1997 forward, @ofiwhich were individually significant .

6. Goodwill and Other Intangibles

The Company tests goodwill and all its other intelegassets with indefinite lives (collectivelyntangible assets”) for impairment at
least annually, in accordance with the provisionSAS No. 142Goodwill and Other Intangible AssetSFAS 142”). When evaluating
goodwill for impairment, SFAS 142 requires the Camy to first compare the fair value of the repaytimit to its carrying value to determine
if there is an impairment loss. If the fair valuette reporting unit exceeds its carrying valuegdwill is considered not impaired. Application
of the second step of the two-step approach in SE#Sis not required. Application of the goodwitipairment tests require significant
judgment by management, including identificatiorregorting units, assignment of assets and li&gslito reporting units, assignment
goodwill to reporting units, determination of therfvalue of each reporting unit and projection$utfire net cash flows, which judgments and
projections are inherently uncertain.
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The Company considers the results generated framy bsth of the approaches set forth in SFAS 14@stonate the fair value of ea
relevant reporting unit as follows:

. The Company uses the market approach to develagatimhs of fair value. This approach uses mavikéies and revenue multiples of
other publicly traded companies engaged in the samsemilar lines of business as the Company.

. The Company uses the discounted cash flow (“D@#&)hodology to develop an additional estimate offalue. The DCF methodoloi
recognizes that current value is premised on tipeeed receipt of future economic benefits. Inddces of value are developed by
discounting projected future net cash flows tortpegésent value at a rate that reflects both tmeeotireturn requirements of the market
and the risks inherent in the specific investment.

The determination of whether the intangible asaetsmpaired involves numerous assumptions, estisreaid the application of
significant judgment. For the market approach, @erable judgment is required to select comparebiepanies and estimate the multiples of
revenues implied by their market values. For thé-2@proach, the Company must exercise judgmerétting an appropriate discount rate
and must also make numerous assumptions in ordevielop future business and financial forecastistiaa related estimates of future net ¢
flows. Future net cash flows depend primarily otufa product sales, which are inherently diffidolpredict.

The Company tested its goodwill and other intareggddsets with indefinite lives for impairment agolfy 20, 2008 and determined
that no adjustments to the carrying values of ti@nigible assets were necessary as of that date.qDarterly basis, the Company consider:
need to update its most recent annual tests failplesmpairment of its intangible assets with ifiwiée lives, based on management’s
assessment of changes in its business and otheore@ofactors since the most recent annual evalnatSuch changes, if significant or
material, could indicate a need to update the mexsint annual tests for impairment of the intarggdssets during the current period. The
results of these tests could lead to write-downthefcarrying values of the intangible assets éncilrrent period. No such significant or
material changes in the Company’s business or esimnenvironment have come to the attention of manamnt since May 25, 2008 through
the date of this report.

7. Inventories

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

August 31, May 25,
2008 2008
Finished goods $ 3,897 $ 2,94¢
Raw material 4,28¢ 4,38(
Total $ 8,181 $ 7,32¢

8. Related Party

Apio provides cooling and distributing services famrms in which the Chairman of Apio (the “Apio Ghman”) has a financial interest
and purchases produce from those farms. Apio alschpses produce from Beachside Produce LLC fertsathird parties. Beachside Produce
is owned by a group of entities and persons thaplgyproduce to Apio including the Apio ChairmarevRnues and the resulting accounts
receivable and cost of product sales and the iegudtcounts payable are classified as relateg giarhs in the accompanying financial
statements as of August 31, 2008 and May 25, 20888a the three months ended August 31, 2008 arguét 26, 2007.
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Apio leases, for approximately $303,000 on a curammual basis, agricultural land that is ownedHhgyApio Chairman. Apio, in turn,
subleases that land at cost to growers who argaiblil to deliver product from that land to Apio ¥alue added products. There is generally no
net statement of income impact to Apio as a raesfuliese leasing activities but Apio creates a goteed source of supply for the value added
business. Apio has loss exposure on the leasingtgdd the extent that it is unable to subledse land. For the three months ended Augus
2008, the Company subleased all of the land lefieedthe Apio Chairman and received sublease incoh$¥6,000 which is equal to the
amount the Company paid to lease that land fopérd.

Apio's domestic commodity vegetable business whktedBeachside Produce, effective June 30, 2088.Apio Chairman is a 12.5
owner in Beachside Produce. During the three mosrtkded August 31, 2008 and August 26, 2007, thepgaomrecognized revenues of
$400,000 and $371,000, respectively, from the sifroducts to Beachside Produce. The related atsoaceivable from Beachside Produce
are classified as related party in the accompanfytiragncial statements as of August 31, 2008 and RE&y2008.

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

The comprehensive income of Landec is the sametascome.

10. Shareholders’ Equity

During the three months ended August 31, 2008,00ghares of Common Stock were issued upon thengesitrestricted stock un
and upon the exercise of options under the Comgastgtck option plans.
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11. Business Segment Reporting

Landec operates in three business segments: tlieFfoducts Technology segment, the Commodity Tgadggment and the
Technology Licensing segment. The Food Productdifi@ogy segment markets and packs specialty padkapele and fresh-cut vegetables
that incorporate the BreatheWay specialty packafyinghe retail grocery, club store and food sezsimdustry. In addition, the Food Products
Technology segment sells BreatheWay packagingrtoga for non-vegetable products. The Commodigdirrg segment consist of revenues
generated from the purchase and sale of primatilgle&vcommodity fruit and vegetable products to Asid domestically to Wal-Mart. The
Technology Licensing segment licenses Landec’snpedielntellicoat seed coatings to the farming induand licenses the Company’s
Intelimer polymers for personal care products ameoindustrial products. Corporate includes caapogeneral and administrative expenses,
non Food Products Technology interest income amdgamywide income tax expenses. All of the assets ofXbmpany are located within t
United States of America. Prior to the fourth gaadf 2008, Landec’s operating segments were Fooduets Technology and Agricultural
Seed Technology. At fiscal year end 2008, the Cappaexamined its segment reporting. As a resudt@ompany eliminated the Agricultu
Seed Technology segment and established the Cortyriodding and the Technology Licensing segmenssaAesult, the segment
information for first quarter 2008 has been redfestto conform with the current quarter classfion. Included in the Technology Licensing
segment for the first quarter 2008 are the resifltsandec Ag. In addition, the licensing activityrfnon food and Ag collaborations is included
in the Technology Licensing segment whereas iroperprior to fiscal year 2008 it was included irr@wate. Corporate amounts include
corporate general and administrative expensesFood Products Technology interest income and Compade income taxes. The
Company'’s international sales are primarily to Gepda aiwan, Indonesia, and Japan. Operations amdifidble assets by business segment
consisted of the following (in thousands):

Food Produc Technology
Technology Trading Licensing Corporate TOTAL

Three Months Ended August 31, 2008

Net sales $ 43,81« $ 26,297 $ 1,642 $ — $ 71,75
International sales $ 4,147 $ 21,69 $ o $ o $ 25,84(
Gross profit $ 7,28: % 1,19¢ $ 1,642 $ — $ 10,12:
Net income (loss $ 3,98¢ $ 59¢ $ 1,10t $ (2,859 $ 2,83¢
Depreciation and amortization $ 744 $ 4% 48 $ — $ 79€
Interest income $ 122 $ — $ — $ 23t $ 357
Interest expense $ 23 — $ — $ — $ 2
Income tax expense $ — $ — $ — $ 1911 % 1,911
Three Months Ended August 26, 2007

Net sales $ 39,547 $ 21,45. $ 1,661 $ — $ 62,65¢
International sales $ 3,69¢ $ 19,25( $ O $ O $ 22,94¢
Gross profit $ 6,22: $ 1,091 $ 1,661 $ — $ 8,974
Net income (loss $ 3,10: $ 57: $ 1,20¢ $ (1,80¢) $ 3,07
Depreciation and amortization $ 654 $ 5% 57 $ — $ 71€
Interest income $ 22 $ — $ — $ 55¢ $ 781
Interest expense $ 8 $ — $ — $ 0o $ 8
Income tax expense $ — $ — $ — % 1,182 $ 1,18:

During each of the three months ended August 308 20d August 26, 2007, sales to the Company’§ivepustomers accounted for
49% of revenues with the Company’s top customenftioee Food Products Technology segment, Costco &8hatd Corp., accounting for 19%
for the three months ended August 31, 2008 and 20%he three months ended August 26, 2007. Theg@aom expects that, for the
foreseeable future, a limited number of customeag oontinue to account for a significant portioritefnet revenues. The Company’s
international sales are primarily to Canada, Taiwadonesia and Japan.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith the unaudited consolidated financial sta¢ats and accompanying notes
included in Part I—Item 1 of this Form 10-Q and ¢alited consolidated financial statements andrapanying notes and Management’s
Discussion and Analysis of Financial Condition &ebults of Operations included in Landec’s Annugp®t on Form 10-K for the fiscal year
ended May 25, 2008.

Except for the historical information containeddiar the matters discussed in this report are fav@oking statements within the
meaning of Section 21E of the Securities Exchangeof1934. These forward-looking statements ingatertain risks and uncertainties that
could cause actual results to differ materiallynirthose in the forward-looking statements. Poténisis and uncertainties include, without
limitation, those mentioned in this report andparticular the factors described below under “Aiddial Factors That May Affect Future
Results,” and those mentioned in Landec’s AnnugdReon Form 10-K for the fiscal year ended May 2808. Landec undertakes no
obligation to update or revise any forward-lookstgtements in order to reflect events or circuntgtanhat may arise after the date of this
report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to the Congeritytal accounting policies which are included @escribed in the Form 10-K
for the fiscal year ended May 25, 2008 filed witle Securities and Exchange Commission on Auguzd@s.

The Company

Landec Corporation and its subsidiaries (“Landacthe “Company”) design, develop, manufacture aittemperature-activated and
other specialty polymer products for a varietyadd products, agricultural products, and licensadiner applications. This proprietary polyr
technology is the foundation, and a key differdimgaadvantage, upon which Landec has built itsrass.

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

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

Our Food Products Technology business is operatedgh a subsidiary, Apio, Inc., and combines gopgetary food packaging
technology with the capabilities of a large natidioad supplier and value-added produce proced&ue-added processing incorporates
Landec's proprietary packaging technology with pidthat is processed by washing, and in some ca##sg and mixing, resulting in
packaged produce to achieve increased shelf Ifleeduced shrink (waste) and to eliminate the fieete during the distribution cycle. This
combination was consummated in 1999 when the Coyngequired Apio, Inc. and certain related entiiedlectively, “Apio”).

Our Commodity Trading business is operated throdgje and combines Apio’s export company, Cal Exdiing Company (“Cal-
Ex”) with Apio’s domestic buy-sell commodity busB®ethat purchases and sells whole fruit and vetgepabducts to Asia and domestically to
Wal-Mart.

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

and our Intelimer polymer business that licensegarsupplies products outside of our Food Prodtuiethnology business to companies such
as Air Products and Chemicals, Inc. (“Air Produp®sfid Nitta Corporation (“Nitta”).
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Landec was incorporated in California on Octoberl®86. We completed our initial public offeringi896 and our Common Stocl
listed on The NASDAQ Global Select Market under slimbol “LNDC.” Our principal executive offices al@cated at 3603 Haven Avenue,
Menlo Park, California 94025 and our telephone nemnid (650) 306-1650.

Description of Core Business

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

Landec Corporation

Intelimer® Technology

Food Products Commuodity Technology Licensing
Technology Trading

Food Products Technology Business

The Company began marketing its proprietary Intefilnased BreatheWay membranes in 1996 for useifrékh-cut produce
packaging market, one of the fastest growing seggriarthe produce industry. Landec’s proprietarg&@heWay packaging technology when
combined with fresh-cut or whole produce resultpackaged produce with increased shelf life andeed shrink (waste) without the need for
ice during the distribution cycle. The resultinggucts are referred to as “value-added” produnt§ 909, the Company acquired Apio, its then
largest customer in the Food Products Technologjnless and one of the nation’s leading marketetgankers of produce and specialty
packaged fresh-cut vegetables. Apio utilizes stétire-art fresh-cut produce processing technokogy year-round access to specialty
packaged produce products which Apio distributethéotop U.S. retail grocery chains, major clubrestcand to the foodservice industry. The
Company’s proprietary BreatheWay packaging busihassbeen combined with Apio into a subsidiary tetdins the Apio, Inc. name. This
vertical integration within the Food Products Tealogy business gives Landec direct access to tge End growing fresh-cut and whole
produce market. During the fiscal year ended May22B8, Apio shipped more than nineteen milliortaas of produce to leading supermarket
retailers, wholesalers, foodservice suppliers dal stores throughout the United States and intemmally, primarily in Asia.

There are four major distinguishing characteristitépio that provide competitive advantages inflo®d Products Technology
market:

« Value-Added Supplier: Apio has structured its business as a marketeselher of fresh-cut and whole value-added prodiids.
focused on selling products under its Eat Smar@trand other brands for its fresh-cut and wholeesadded products. As retail
grocery and club store chains consolidate, Apiwa$ positioned as a single source of a broad rarigeeoducts.

» Reduced Farming Risks:Apio reduces its farming risk by not taking ownépstif farmland, and instead, contracts with growfers
produce. The year-round sourcing of produce isyackenponent to the fresh-cut and whole value-agtedessing business.

» Lower Cost Structure: Apio has strategically invested in the rapidly gimogvfresh-cut and whole value-added business. A6’,00!
square foot value-added processing plant is autnaith state-of-the-art vegetable processing eqaig. Virtually all of Apio’s
value-added products utilize Apio’s proprietary &teWay packagingtechnology. Apio’s strategy is to operate one largetral
processing facility in one of California’s largekstywest cost growing regions (Santa Maria Valleyl ase packaging technology to
allow for the nationwide delivery of fresh prodym@ducts.
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« Expanded Product Line Using TechnologyApio, through the use of its BreatheWay packagiteghnology, is introducing on
average fifteen new value-added products each Jease new product offerings range from variousssif fresh-cut bagged
products, to vegetable trays, to whole producegetgetable salads and snack packs. During thewabte months, Apio has introduc
18 new products.

Apio established its Apio Packaging division of #feod Products Technology business in 2005 to amvtre sales of BreatheWay
packaging technology for shelf-life sensitive vedpes and fruit. The technology also includes uaigackaging solutions for produce in large
packages including shipping and pallet-sized coetai.

Apio Packaging's first program has concentratetb@manas and was formally consummated when Apigezhtato an agreement to
supply Chiquita Brands International, Inc. (“Chig) with its proprietary banana packaging techgglon a worldwide basis for the ripening,
conservation and shelf-life extension of bananasnfast applications on an exclusive basis and tleeroapplications on a non-exclusive basis.
In addition, Apio provides Chiquita with ongoingsearch and development and process technology gdppthe BreatheWay membranes .
bags, and technical service support throughouttiseomer chain in order to assist in the develogiraed market acceptance of the technol

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

The initial market focus for the BreatheWay banpaekaging technology using Chiquita bananas has t@@mercial outlets that
normally do not sell bananas because of their stadf-life — outlets such as quick serve restastaonvenience stores and coffee chain
outlets. Chiquita is currently developing packagilegigns for bananas packaged with Landec’s Bréédlgeechnology for sale in quick serve
restaurants and retail grocery chains.

During fiscal year 2008, the Company expanded #geai its BreatheWay technology to avocados undexpanded licensing
agreement with Chiquita. Commercial sales of avosandto the food service industry recently begah i@tail grocery store trials are expected
to begin during the fall of 2008.

In May 2007, Apio entered into an 18-month researuth development agreement with Natick Soldier BRese Development &
Engineering Center, a branch of the U.S. Militadoydevelop commercial uses for Landec’s BreatheW#kaging technology within the U.S.
Military by significantly increasing the shelf lifgf produce for overseas shipments.

In June 2008, Apio entered into a collaboratioreagrent with Seminis Vegetable Seeds, Inc., a wimliged subsidiary of
Monsanto, to develop novel broccoli and cauliflowerducts for the exclusive sale by Apio in the thokmerican market. These novel
products will be packaged in Landec’s proprietargd@heWay packaging and will be sold to retail grgachains, club stores and the food
service industry. Field trials for the initial tatgvarieties are expected to being in the fall@d

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

Commodity Trading revenues consist of revenuesrgéee from the purchase and sale of primarily witol@modity fruit and
vegetable products to Asia through Apio’s expornpany, Cal-Ex and from the purchase and sale ofed@mmmodity fruit and vegetable

products domestically to Wal-Mart. The Commoditading business is a buy/sell business that readizesnmissiorbased margin on avera
in the 5-6% range.
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Technology Licensing Businesses
The Technology and Market Opportunity: I ntellicoat Seed Coatings

Following the sale of FCD, our strategy has beendtk closely with Monsanto to further develop gatented, functional polymer
coating technology that can be broadly sold anlittensed to the seed industry. In accordance witHicense, supply and R&D agreement
with Monsanto, we are currently focused on comnadiming products for the seed corn market and filan to broaden the technology to other
seed crop applications.

Landec's Intellicoat seed coating applicationsd@signed to control seed germination timing, inseeerop yields, reduce risks and
extend crop-planting windows. These coatings areeatly available on hybrid corn, soybeans and nrdleed corn used for seed production.
In fiscal year 2000, Landec Ag launched its firstnenercial product, Pollinator PI@® coatings, which is a coating application used ®dse
companies as a method for spreading pollinatidndease yields and reduce risk in the productifdmybrid seed corn. There are
approximately 650,000 acres of seed productiohénnited States and in 2008 Pollinator Plus wasl iy 25 seed companies on
approximately 17% of the seed corn production aicréise U.S.

In 2003, Landec commercialized Early Pl&ntorn by selling the product directly to farmersoiingh the Fielder's Choice Dire®t
brand. This application allows farmers to planbiobld soils without the risk of chilling injurynd enables farmers to plant as much as four
weeks earlier than normal. With this capabilitynfiers are able to utilize labor and equipment nedfieiently, provide flexibility during the
critical planting period and avoid yield lossesseadiby late planting. In 2008, five seed compaofged Intellicoat on their hybrid seed corn
offerings.

Monsanto announced several months ago that itdresefl a new business called the Seed Treatmenm&sswhich will allow
Monsanto to develop its seed treatment requiremetgmally. The concept of seed treatments iddogan insecticide or fungicide directly
onto the seed surface in order to protect the aaddhe seedling as it emerges. Lansléatellicoat seed coating technology could berdegra
and proprietary part of Monsanto’s commitment tdding a major position in seed treatments worldwiny using Landec’s seed coatings as a
“carrier” of insecticides/fungicides which can bepgknsed at the appropriate time based on timeiliesnperature.

The Technology and Market Opportunity: | ntelimer Polymer Applications

We believe our technology has commercial potential wide range of industrial, consumer and medipalications beyond those
identified in our core businesses. For example couve patented technology, Intelimer materials, lmamnised to trigger catalysts, insecticides or
fragrances just by changing the temperature ofrttedimer materials or to activate adhesives thfoagntrolled temperature change. In orde
exploit these opportunities, we have entered inthwill enter into licensing and collaborative corate agreements for product development
and/or distribution in certain fields. However, givthe infrequency and unpredictability of when @mmpany may enter into any such
licensing and research and development arrangenteat€ompany is unable to disclose its financigleetations in advance of entering into
such arrangements.

Industrial Materials and Adhesives

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

Intelimer Polymer Systems

Landec has developed latent catalysts useful ienelktg pot-life, extending shelf life, reducing weaand improving thermoset cure
methods. Some of these latent catalysts are ciyfeeing distributed by Akzo-Nobel Chemicals B.Yirdugh a licensing agreement with Air

Products. The Company has also developed Intelimlgmer materials useful in enhancing the formalgtptions for various personal care
products. The rights to develop and sell Landeatsrt catalysts and personal care technologies eeresed to Air Products in March 2006.
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Personal Care and Cosmetic Applications

Landec’s personal care and cosmetic applicatioatesty is focused on supplying Intelimer materialhdustry leaders for use in
lotions and creams, and potentially color cosmelipsticks and hair care. The Company's partna@rPRoducts, is currently shipping products
to L'Oreal for use in lotions and creams. To d#te,sales of Landec materials used in L'Oreal pctalhave not been significant to the
Company’s financials.

Medical Applications

On December 23, 2005, Landec entered into an exellisensing agreement with Aesthetic Sciencegp@mtion (“Aesthetic
Sciences”). Aesthetic Sciences paid Landec an ophicense fee of $250,000 for the exclusive rigbtase Landec's Intelimer materials
technology for the development of dermal fillersridwide. Landec will also receive royalties on #ade of products incorporating Landec’s
technology. In addition, the Company has receiledes of preferred stock valued at $1.8 millionahhas of August 31, 2008 represented a
16.4% ownership interest in Aesthetic Scienceghisttime, the Company is unable to predict thengte outcome of the collaboration with
Aesthetic Sciences and the timing or amount ofrlutevenues, if any.

Results of Operations
Revenueqin thousands):

Three months Three months
ended 8/31/0i ended 8/26/0° Change

Apio Value Added $ 43,00 $ 39,39: 9%
Apio Packaging 812 152 431%
Apio Tech. Subtotal 43,81« 39,54 11%
Commodity Trading 26,29’ 21,45! 23%

Total Apio 70,117 60,99¢ 15%
Tech. Licensing 1,64 1,661 (1)%

Total Revenues $ 71,75: $ 62,65¢ 15%

Apio Value Added

Apio’s value-added revenues consist of revenuesrgéed from the sale of specialty packaged frestacd whole value-added
processed vegetable products that are washed akdged in our proprietary packaging and sold uAgeo’s Eat Smart brand and various
private labels. In addition, value-added revenuehide the revenues generated from Apio Cooling,d¥egetable cooling operation in which
Apio is the general partner with a 60% ownershigitimn.

The increase in Apio’s value-added revenues fothihee months ended August 31, 2008 compared tsatme period last year is due
to increased product offerings, increased salesisiing customers and the addition of new custenf@verall value-added sales volume
increased 8% during the first quarter of fiscalry2@09 compared to the same period last year.

Apio Packaging

Apio packaging revenues consist of Apio’s packadgeuahnology business using its BreatheWay membteateology. The first
commercial application included in Apio packagisgur banana packaging technology.

The increase in Apio packaging revenues for theetinonths ended August 31, 2008 compared to the pariod last year was
primarily due to the timing of contractual minimyrayments from Chiquita as a result of the amenddduita license agreement.

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

products to Asia by Cal-Ex and from the purchasksaie of whole commodity fruit and vegetable paidulomestically to Wal-Mart. The
export portion of trading revenues for the firsager of fiscal year 2008 was $21.7 million or 82%total trading revenues.
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The increase in revenues in Apio’s trading busifesthe three months ended August 31, 2008 condptaréhe same period last year
was due to a 8% increase in export sales volumageasult of an increased supply of produce to exgud a 84% increase in domestic
commodity sales volumes to Wislart due to the timing of the harvest for certainguce, primarily cherries, which was earlier tiia@ harves
last year.

Technology Licensing

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

The decrease in Technology Licensing revenueshithree months ended August 31, 2008 compardutbtsaime period of the prior
year was not significant to consolidated Landeenexes

Gross Profit (in thousands):

Three months Three months
ended 8/31/08 ended 8/26/07  Change

Apio Value Added $ 6,58( $ 6,10 8%
Apio Packaging 703 11¢ 491%
Apio Tech. Subtotal 7,28 6,22 17%
Commodity Trading 1,19¢ 1,091 1C%

Total Apio 8,481 7,31 16%
Tech. Licensing 1,642 1,661 (1%

Total Gross Profit $ 10,12: $ 8,97¢ 13%

General

There are numerous factors that can influence gnadg including product mix, customer mix, manctfiaring costs, volume, sale
discounts and charges for excess or obsolete iomerib name a few. Many of these factors influeocare interrelated with other factors.
Therefore, it is difficult to precisely quantifyghimpact of each item individually. The Companylides in cost of sales all the costs related to
the sale of products in accordance with generaitgpted accounting principles. These costs indlnddollowing: raw materials (including
produce and packaging), direct labor, overheadugicg indirect labor, depreciation, and faciliglated costs) and shipping and shipping
related costs. The following discussion surroundjrmss profit includes management’s best estinaftdse reasons for the changes for the first
quarter of fiscal year 2009 compared to the samiegast year as outlined in the table above.

Apio Value-Added

The increase in gross profit for Apio’s value-addeécialty packaged vegetable business for the thanths ended August 31, 2008
compared to the same period last year was primduigyto the increase in revenues of 9% duringiteeduarter of fiscal year 2009 compared
to the first quarter of last year.

Apio Packaging

The increase in gross profit for Apio Packagingtfar three months ended August 31, 2008 compartgktsame period last year was
primarily due to the timing of contractual minimyrayments from Chiquita as a result of the amenddduita license agreement.

Commodity Trading

Apio’s commodity trading business is a buy/sellibass that realizes a commission-based margireib16% range. The increase in
gross profit for Apio’s commodity trading businelging the three months ended August 31, 2008 coedpa the same period last year was
primarily due to a 23% increase in revenues. Theesgise in revenues was greater than the increggess profit because the increase in
revenues was primarily due to increased domestimmadity volume sales which is a 2% margin business.
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Technology Licensing

The decrease in Technology Licensing gross profitHe three months ended August 31, 2008 compardtk same period of the
prior year was not significant to consolidated Lemdross profit.

Operating Expenseqin thousands):

Three months Three months
ended 8/31/08 ended 8/26/07  Change

Research and Development:

Apio $ 351 $ 37¢C (5)%
Tech. Licensing 537 457 19%
Total R&D $ 88¢ $ 822 8%
Selling, General and Administrative:
Apio $ 3,50C $ 3,361 4%
Corporate 1,17¢€ 1,18t ()%
Total SG&A $ 4,67¢ $ 4,54¢ 3%

Research and Development

Landec’s research and development expenses conisistrily of expenses involved in the developmerd arocess scale-up
initiatives. Research and development efforts d@bAgpe focused on the Company’s proprietary Bré&tdne membranes used for packaging
produce, with recent focus on extending the slifelfof bananas and other shelf-life sensitive valglets and fruit. In the Technology Licensing
business, the research and development efforfeeused on the Company’s proprietary Intellicoaatomys for seeds, primarily corn seed and
on uses for our proprietary Intelimer polymers @ef food and agriculture.

The increase in research and development expenmisteefthree months ended August 31, 2008 compartéee same period last year
was not significant.

Selling, General and Administrative

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

The increase in selling, general and administragigenses for the three months ended August 3B @dfpared to the same period
last year was not significant.

Other (in thousands):

Three months Three months
ended 8/31/08 ended 8/26/07  Change

I nterest I ncome $ 357 $ 781 (54)%
I nterest Expense 2 (8) (75)%
Minority | nterest Exp. (164) (120) 37%
Total Other $ 191 $ 653 (7)%
I ncome Taxes $ 1,911 $ 1,182 62%
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Interest Income

The decrease in interest income for the three nsoetlded August 31, 2008 compared to the same padbgear was primarily due
lower yields on investments, driven by both dediireinterest rates and a shift in our investmemtfplio to more conservative investments.

Interest Expense

The decrease in interest expense during the thoe¢h®: ended August 31, 2008 compared to the sarapast year was not
significant.

Minority Interest Expense

The minority interest expense consists of the nifypdanterest associated with the limited partneguity interest in the net income of
Apio Cooling, LP.

The increase in the minority interest for the thmeenths ended August 31, 2008 compared to thedfiratter of last year was not
significant.

Income Taxes

The increase in the income tax expense is dueet@€timpany utilizing all of its net operating lossrgforwards and tax credits during
fiscal year 2008 for book income tax expense pupoghich resulted in the estimated effective ta far fiscal year 2009 increasing to 40%
for federal and state income taxes.

Liquidity and Capital Resources

As of August 31, 2008 , the Company had cash asl equivalents of $45.7 million, a net increas&nB million from $44.4 million
at May 25, 2008.

Cash Flow from Operating Activities

Landec generated $2.2 million of cash flow frommapieg activities during the three months endedusi@1, 2008 compared to
generating $2.8 million in operating activities the three months ended August 26, 2007. The pyis@urce of cash from operating activities
was from generating $2.8 million of net income adist offset by non-cash related expenses of $6K1,0

Cash Flow from Investing Activities

Net cash used in investing activities for the thmemths ended August 31, 2008 was $2.5 million caneg to $240,000 for the same
period last year. The primary uses of cash frone$ting activities during the first quarter of fisgaar 2009 were for the purchase of $874,000
of property and equipment primarily for the furttartomation of Apio’s value-added facility and frohe net purchase of $1.6 million of
marketable securities.

Cash Flow from Financing Activities

Net cash provided by financing activities for theese months ended August 31, 2008 was $1.7 mitimnpared to the use of $18.9

million for the same period last year. The sourceash from financing activities during the firstayter of fiscal year 2009 was from the tax
benefit from stock-based compensation of $1.7 amilli
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Capital Expenditures

During the three months ended August 31, 2008, eamdirchased vegetable processing equipment todupp further automation
of Apio’s value added processing facility. Thespenditures represented the majority of the $874@@@pital expenditures.

Debt

Apio has a $7.0 million revolving line of creditthiWells Fargo Bank N.A. Outstanding amounts uriderine of credit bear interest
at either the prime rate less 0.50% or the LIBORistdble rate plus 1.50%. The revolving line ofditrevith Wells Fargo (collectively, the
“Loan Agreement”) contains certain restrictive coaets, which require Apio to meet certain finantésits, including minimum levels of net
income, maximum leverage ratio, minimum net wortd enaximum capital expenditures. Landec has pledgbdtantially all of the assets of
Apio to secure the lines with Wells Fargo. At Aug8%, 2008, no amounts were outstanding underebelving line of credit. Apio has been
compliance with all loan covenants during the thremths ended August 31, 2008.

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

Landec’s future capital requirements will depenchamerous factors, including the progress of isgaech and development
programs; the continued development of marketiagssand distribution capabilities; the abilityl@ndec to establish and maintain new
collaborative and licensing arrangements; any @ecti® pursue additional acquisition opportuniti@eather conditions that can affect the
supply and price of produce, the timing and amoifiaiy, of payments received under licensing awtarch and development agreements; the
costs involved in preparing, filing, prosecutingfehding and enforcing intellectual property riglite ability to comply with regulatory
requirements; the emergence of competitive teclyyodmd market forces; the effectiveness of prodantmercialization activities and
arrangements; and other factors. If Landec’s ctiy@vailable funds, together with the internallgngrated cash flow from operations are not
sufficient to satisfy its capital needs, Landec lddue required to seek additional funding througteo arrangements with collaborative
partners, additional bank borrowings and publipravate sales of its securities. There can be sarasce that additional funds, if required,
be available to Landec on favorable terms if at all

Landec believes that its debt facilities, cash figperations, along with existing cash, cash eqgeivaland existing borrowing
capacities will be sufficient to finance its opévatl and capital requirements for at least the heglve months.

Additional Factors That May Affect Future Results

Landec desires to take advantage of the “Safe Hagyovisions of the Private Securities Litigation Ba&f Act of 1995 and of Secti
21E and Rule 3b-6 under the Securities Exchange®t934. Specifically, Landec wishes to alert eradhat the following important factors,
as well as other factors including, without limiitett, those described elsewhere in this report,ccouthe future affect, and in the past have
affected, Landec’s actual results and could caaselec’s results for future periods to differ mathyifrom those expressed in any forward-
looking statements made by or on behalf of Landandec assumes no obligation to update such foreatidng statements.

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

In the past, our results of operations have fluetiaignificantly from quarter to quarter and axpexted to continue to fluctuate in the
future. Historically, Landec Ag has been the priynsource of these fluctuations, as its revenuesaofits were concentrated over a few
months during the spring planting season (genedaiting our third and fourth fiscal quarters). bidéion, Apio can be heavily affected by
seasonal and weather factors which have impactedeagly results, such as the high cost of sourpiagluct in June/July 2006 and January
2007 due to a shortage of essential value-addetlipeditems. Our earnings may also fluctuate basemlioability to collect accounts
receivables from customers and note receivables §n@wers and on price fluctuations in the frespetables and fruits markets. Other factors
that affect our food and/or agricultural operatiomdude:
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« the seasonality of our supplies;

» our ability to process produce during critical hest/periods;
« the timing and effects of ripening;

» the degree of perishability;

« the effectiveness of worldwide distribution systems

» total worldwide industry volumes;

« the seasonality of consumer demand,;

« foreign currency fluctuations; and

« foreign importation restrictions and foreign pai risks.

As a result of these and other factors, we exmecbhtinue to experience fluctuations in quartepgrating results.
We May Not Be Able to Achieve Acceptance of Our New Products in the Marketplace
Our success in generating significant sales ofpooducts will depend in part on the ability of uslaur partners and licensees to

achieve market acceptance of our new productseiohblogy. The extent to which, and rate at whisd achieve market acceptance and
penetration of our current and future productsfisngtion of many variables including, but not lted to:

e price;

« safety;

- efficacy;
« reliability;

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

We may not be able to develop and introduce newyms and technologies in a timely manner or nevdyets and technologies may
not gain market acceptance. We are in the eajestproduct commercialization of certain Intelmi@sed specialty packaging, Intellicoat
seed coatings and other Intelimer polymer prodacstsmany of our potential products are in develapmé&'e believe that our future growth
will depend in large part on our ability to develapd market new products in our target marketsimméw markets. In particular, we expect
that our ability to compete effectively with exiggifood products, agricultural, industrial and neaticompanies will depend substantially on
successfully developing, commercializing, achievimgrket acceptance of and reducing the cost ofumiad our products. In addition,
commercial applications of our temperature switolymer technology are relatively new and evolvi@gur failure to develop new products or
the failure of our new products to achieve markeeptance would have a material adverse effectiobwsiness, results of operations and
financial condition.

We Face Strong Competition in the Marketplace
Competitors may succeed in developing alternate@rologies and products that are more effectasieeto use or less expensive

than those which have been or are being developed br that would render our technology and preglobsolete and non-competitive. We
operate in highly competitive and rapidly evolviigds, and new developments are expected to aomtat a rapid pace. Competition from



large food products, agricultural, industrial anddical companies is expected to be intense. Irntiaddihe nature of our collaborative
arrangements may result in our corporate partneddieensees becoming our competitors. Many ofdloegnpetitors have substantially greater
financial and technical resources and productiahraarketing capabilities than we do, and may habstantially greater experience in
conducting clinical and field trials, obtaining tégtory approvals and manufacturing and marketomroercial products.
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We Have a Concentration of Manufacturing in One Location for Apio and May Have to Depend on Third Parties to Manufacture Our
Products

Any disruptions in our primary manufacturing opeatat Apio’s facility in Guadalupe, California wisreduce our ability to sell our
products and would have a material adverse effedun financial results. Additionally, we may ndedconsider seeking collaborative
arrangements with other companies to manufactur@mrmducts. If we become dependent upon third gaftr the manufacture of our produ
our profit margins and our ability to develop aredivker those products on a timely basis may becedfe Failures by third parties may impair
our ability to deliver products on a timely basiglampair our competitive position. We may not béeao continue to successfully operate our
manufacturing operations at acceptable costs, adtieptable yields, and retain adequately trainesbpeel.

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

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

We May Be Unable to Adequately Protect Our Intellectual Property Rights

We may receive notices from third parties, inclgdéome of our competitors, claiming infringementdoy products of patent and
other proprietary rights. Regardless of their megsponding to any such claim could be time-corisgnresult in costly litigation and require
us to enter royalty and licensing agreements wirialy not be offered or available on terms acceptables. If a successful claim is made
against us and we fail to develop or license at#ubstechnology, we could be required to alter poducts or processes and our business,
results of operations or financial position coutdrbaterially adversely affected. Our success depinidrge part on our ability to obtain
patents, maintain trade secret protection and tgerighout infringing on the proprietary rightstbird parties. Any pending patent applicatic
we file may not be approved and we may not be abtkevelop additional proprietary products thatatentable. Any patents issued to us |
not provide us with competitive advantages or maylallenged by third parties. Patents held byrethey prevent the commercialization of
products incorporating our technology. Furthermothers may independently develop similar prodwhiglicate our products or design
around our patents.

Our Operations Are Subject to Regulations that Directly Impact Our Business

Our food packaging products are subject to requdatinder the Food, Drug and Cosmetic Act (the “FaC"). Under the FDC Act,
any substance that when used as intended may eddgdie expected to become, directly or indirealgomponent or otherwise affect the
characteristics of any food may be regulated a®d additive unless the substance is generallygrézed as safe. We believe that food
packaging materials are generally not considered #alditives by the FDA because these productaarexpected to become components of
food under their expected conditions of use. Wesittat our breathable membrane product to be agacllaging material not subject to
regulation or approval by the FDA. We have not ek any communication from the FDA concerning brgathable membrane product. If
the FDA were to determine that our breathable mamdproducts are food additives, we may be reqairedbmit a food additive petition for
approval by the FDA. The food additive petition gess is lengthy, expensive and uncertain. A deteatioin by the FDA that a food additive
petition is necessary would have a material adveffeet on our business, operating results andfi condition.

Federal, state and local regulations impose vagowgonmental controls on the use, storage, digehar disposal of toxic, volatile or
otherwise hazardous chemicals and gases used maiotime manufacturing processes. Our failure tdrobthe use of, or to restrict adequately
the discharge of, hazardous substances under pasierure regulations could subject us to sult&hliability or could cause our
manufacturing operations to be suspended and chamgavironmental regulations may impose the rieeddditional capital equipment or
other requirements.




Our agricultural operations are subject to a vardtenvironmental laws including, the Food Quaktyotection Act of 1966, the Clean
Air Act, the Clean Water Act, the Resource Consiionaand Recovery Act, the Federal Insecticide,dicide and Rodenticide Act, and the
Comprehensive Environmental Response, Compensatidhiability Act. Compliance with these laws amethted regulations is an ongoing
process. Environmental concerns are, however, @mtén most agricultural operations, including thege conduct. Moreover, it is possible 1
future developments, such as increasingly stricirenmental laws and enforcement policies couldiltéa increased compliance costs.

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

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

Our Food Products business is subject to weathmtittons that affect commodity prices, crop yieldsd decisions by growers
regarding crops to be planted. Crop diseases amleseonditions, particularly weather conditionstsas floods, droughts, frosts, windstorms,
earthquakes and hurricanes, may adversely affedupply of vegetables and fruits used in our lassinwhich could reduce the sales volumes
and/or increase the unit production costs. Becatsgnificant portion of the costs are fixed andtcacted in advance of each operating year,
volume declines due to production interruptionsther factors could result in increases in unidpigiion costs which could result in
substantial losses and weaken our financial canditi

We Depend on Strategic Partners and Licenses for Future Development

Our strategy for development, clinical and fieldtieg, manufacture, commercialization and marketomgsome of our current and
future products includes entering into variousadirations with corporate partners, licensees #mef® We are dependent on our corporate
partners to develop, test, manufacture and/or nhadwe of our products. Although we believe thatmgartners in these collaborations have an
economic motivation to succeed in performing tloeintractual responsibilities, the amount and timohgesources to be devoted to these
activities are not within our control. Our partneray not perform their obligations as expected emway not derive any additional revenue
from the arrangements. Our partners may not payadditional option or license fees to us or maydetelop, market or pay any royalty fees
related to products under the agreements. Moreswoerg of the collaborative agreements providettiegt may be terminated at the discretion
of the corporate partner, and some of the collab@agreements provide for termination under otfi®umstances. Our partners may pursue
existing or alternative technologies in preferetaeur technology. Furthermore, we may not be ableegotiate additional collaborative
arrangements in the future on acceptable ternas,afi, and our collaborative arrangements maybeauccessful.

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

Our products and operations are subject to govantaheegulation in the United States and foreignrtdes. The manufacture of our
products is subject to periodic inspection by ratury authorities. We may not be able to obtairessary regulatory approvals on a timely
basis or at all. Delays in receipt of or failurerégeive approvals or loss of previously receivepravals would have a material adverse effect
on our business, financial condition and resultsperations. Although we have no reason to belieaewe will not be able to comply with all
applicable regulations regarding the manufactucesate of our products and polymer materials, i@guis are always subject to change and
depend heavily on administrative interpretationd #re country in which the products are sold. Feithianges in regulations or interpretations
relating to matters such as safe working condititatsoratory and manufacturing practices, enviromaecontrols, and disposal of hazardot
potentially hazardous substances may adverselgtafte business.

We are subject to USDA rules and regulations caringrthe safety of the food products handled andl lsp Apio, and the facilities in
which they are packed and processed. Failure tgplyowith the applicable regulatory requirements,@mnong other things, result in:

« fines, injunctions, civil penalties, and suspensjon

« withdrawal of regulatory approvals,
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« product recalls and product seizures, includingatsn of manufacturing and sales,
« operating restrictions, and
» criminal prosecution.

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

Our I nternational Operations and Sales May Expose Our Business to Additional Risks

For the three months ended August 31, 2008, apmiaely 36% of our total revenues were derived fpypduct sales to international
customers. A number of risks are inherent in iraéamal transactions. International sales and djpermmay be limited or disrupted by any of
the following:

e regulatory approval process,

« government controls,

« export license requirements,

« political instability,

« price controls,

» trade restrictions,

« changes in tariffs, or

- difficulties in staffing and managing internatiorgderations.

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

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

During three months ended August 31, 2008, salesitéop five customers accounted for approximadé®¥e of our revenues, with
our largest customer, Costco Wholesale Corporatiooounting for approximately 19% of our revenWgs. expect that, for the foreseeable
future, a limited number of customers may contittuaccount for a substantial portion of our neerases. We may experience changes in the
composition of our customer base as we have expmikin the past. We do not have Idegn purchase agreements with any of our custo
The reduction, delay or cancellation of orders frame or more major customers for any reason ologgof one or more of our major
customers could materially and adversely affectbmginess, operating results and financial condlitio addition, since some of the products
processed by Apio at its Guadalupe, Californialitgcare sole sourced to its customers, our opegatésults could be adversely affected if one
or more of our major customers were to developrabarces of supply. Our current customers maycantinue to place orders, orders by
existing customers may be canceled or may notoatat the levels of previous periods or we maybeatble to obtain orders from new
customers.

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

The testing, manufacturing, marketing, and salkbhefproducts we develop involve an inherent riskliggations of product liability.
any of our products were determined or allegedetodntaminated or defective or to have causedrafhbaccident to an end-customer, we
could incur substantial costs in responding to damfs or litigation regarding our products and puwduct brand image could be materially
damaged. Either event may have a material advéfieset en our business, operating results and firmondition. Although we have taken ¢



intend to continue to take what we believe are @iate precautions to minimize exposure to protlability claims, we may not be able to
avoid significant liability. We currently maintaproduct liability insurance. While we believe theverage and limits are consistent with
industry standards, our coverage may not be adequahay not continue to be available at an acbéptzost, if at all. A product liability

claim, product recall or other claim with respextiinsured liabilities or in excess of insuredbilities could have a material adverse effect on
our business, operating results and financial doordi
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Our Stock Price May Fluctuate in Accordance with Market Conditions
The following events may cause the market priceusfcommon stock to fluctuate significantly:

« technological innovations applicable to our product

e our attainment of (or failure to attain) milestomeshe commercialization of our technology,
» our development of new products or the developroénew products by our competitors,

« new patents or changes in existing patents appéidatour products,

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

« development of new collaborative arrangements bypuiscompetitors or other parties,

« changes in government regulations applicable tdasiness,

« changes in investor perception of our business,

« fluctuations in our operating results and

« changes in the general market conditions in ounsirg.

These broad fluctuations may adversely affect thekst price of our common stock.

Our Controlling Shareholders Exert Significant Influence over Corporate Events that May Conflict withthe Interests of Other
Shareholder

Our executive officers and directors and theitiatis own or control approximately 12% of our coomstock (including options
exercisable within 60 days). Accordingly, theseagffs, directors and shareholders may have thiyatailexert significant influence over the
election of our Board of Directors, the approvahofendments to our articles and bylaws and theoappof mergers or other business
combination transactions requiring shareholder @dr This concentration of ownership may havedfiect of delaying or preventing a
merger or other business combination transactiven & the transaction or amendments would be beaéfo our other shareholders. In
addition, our controlling shareholders may apprarendments to our articles or bylaws to implemetittakeover or management friendly
provisions that may not be beneficial to our otteareholders.

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

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

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

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

Our Board of Directors has the authority, withauttier approval of our shareholders, to fix thétigand preferences, and to issue
shares, of preferred stock. In November 1999, weeid and sold shares of Series A Convertible Refe3tock and in October 2001 we issued
and sold shares of Series B Convertible PrefertedkSThe Series A Convertible Preferred Stock e@sverted into 1,666,670 shares of
Common Stock in November 2002 and the Series B &tible Preferred Stock was converted into 1,742 ditares of Common Stock in May
2004.

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

We Have Never Paid any Dividends on Our Common Stock

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

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

Our balance sheet includes an amount designategpbadwill” that represents a portion of our assatd our shareholders’ equity.
Goodwill arises when an acquirer pays more forsirtass than the fair value of the tangible and reggly measurable intangible net assets.
Under Statement of Financial Accounting StandardsIM2 “Goodwill and Other Intangible Assétsheginning in fiscal year 2002, the
amortization of goodwill has been replaced witHiarpairment test” which requires that we compare filir value of goodwill to its book
value at least annually and more frequently ifwinstances indicate a possible impairment. If werdgihe at any time in the future that the
book value of goodwill is higher than fair valueththe difference must be written-off, which comldterially and adversely affect our
profitability.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

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

Our management evaluated, with participation of@hief Executive Officer and our Chief Financialfioér, the effectiveness of our
disclosure controls and procedures as of the ettiegberiod covered by this Quarterly Report omi-@0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial i0fr have concluded that our disclosure controtsmocedures are effective in ensuring
information required to be disclosed in reportsdilnder the Exchange Act is recorded, processetmsrized and reported within the time
periods specified by the Securities and Exchangar@igsion, and are effective in providing reasonasleurance that information required to
be disclosed by the Company in such reports israatated and communicated to the Company’s manageinetuding its Chief Executive
Officer and Chief Financial Officer, as appropritieallow timely decisions regarding required discire.

Changes in Internal Control over Financial Repartin

There were no changes in our internal controls éimancial reporting during the quarter ended Audis 2008 that have materially
affected, or are reasonably likely to materiallieaf, our internal controls over financial repogtin
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings
The Company is involved in litigation arising inetmormal course of business. The Company is clyrewt a party to any leg
proceedings which management believes could rasthie payment of any amounts that would be mdttyithe business or financ
condition of the Company.
Item 1A. Risk Factors
Not applicable.
ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds
None
Item 3. Defaults Upon Senior Securities
None.
ltem 4. Submission of Matters to a Vote of Security Holders
None.
Item 5. Other Information
None.

Item 6. Exhibits

Exhibit
Number Exhibit Title:

31.1+ CEO Certification pursuant to section 302 of theb8aes-Oxley Act of 2002.
31.2+ CFO Certification pursuant to section 302 of theb@aes-Oxley Act of 2002.
32.1+ CEO Certification pursuant to section 906 of theb8aes-Oxley Act of 2002.
32.2+ CFO Certification pursuant to section 906 of theb@aes-Oxley Act of 2002.

+ Filed herewith.
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SIGNATURES

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

LANDEC CORPORATION

By: /sl Gregory S. Skinner
Gregory S. Skinner
Vice President, Finance and Chief Financial Officer
(Principal Financial and Accounting Officer)

Date: October 6, 2008
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Exhibit 31.1
CERTIFICATION

I, Gary T. Steele, certify that:
1. | have reviewed this quarterly report on FAmrQ of Landec Corporation;

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

3. Based on my knowledge, the financial statements$ aéimer financial information included in this qteaty report, fairly presentin ¢
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

4. The registrant's other certifying officer drare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a- 15(e) and 15¢e)l) and internal control over financial repaogtifas defined in Exchange Act Rules 13a-
15(f) and 15d-15(f))for the registrant and have:

(@) designed such disclosure controls and praesdwr caused such disclosure controls and pupesdo be designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this quarterly report is beinggared;

(b) designed such internal control over finanogglorting, or caused such internal control ovearicial reporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of the regissatisclosure controls and procedures and preséantbis quarterly report our
conclusions about the effectiveness of the disceosantrols and procedures , as of the end of éhieg covered by this quarterly report based
on such evaluation, and

(d) disclosed in this quarterly report any gp@im the registrarnd’internal control over financial reporting thatoaed during
the registrant’s most recent fiscal quarter (trggsteant’s fourth quarter in the case of an anmejport) that has materially affected, or is
reasonably likely to materially affect, the regastr’'s internal control over financial reporting;dan

5. The registrant's other certifying officer drithve disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant's auditors and thdtaimittee of the registrant’'s board of directfos persons performing the equivalent
functions):

(a) all significant deficiencies and materialakresses in the design or operation of internatirobaver financial reporting
which are reasonably likely to adversely affectrgistrant's ability to record, process, summaaizé report financial information; and

(b) any fraud, whether or not material, thatolves management or other employees who have #isag role in the
registrant's internal control over financial rejagt

Date: October 6, 2008

/sl Gary T. Steele

Gary T. Steele
Chief Executive Officer




Exhibit 31.2
CERTIFICATION
I, Gregory S. Skinner, certify that:
1. | have reviewed this quarterly report on FAorQ of Landec Corporation;

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

3. Based on my knowledge, the financial statements$ aéimer financial information included in this qteaty report, fairly presentin ¢
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report;

4, The registrant's other certifying officer drate responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a- 15(e) and 15€¢e)1) and internal control over financial repogtifas defined in Exchange Act Rules 13a-
15(f) and 15d-15(f))for the registrant and have:

€) designed such disclosure controls and praesdwr caused such disclosure controls and puoesdo be designed under
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this quarterly report is beinggared;

(b) designed such internal control over finanogglorting, or caused such internal control ovearicial reporting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financggorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles ;

(©) evaluated the effectiveness of the regissatisclosure controls and procedures and presantbis quarterly report our
conclusions about the effectiveness of the disctsantrols and procedures , as of the end of éhieg covered by this quarterly report based
on such evaluation ; and

(d) disclosed in this quarterly report any aj@im the registrand’internal control over financial reporting thatomed durin
the registrant’s most recent fiscal quarter (tlggsteant’s fourth quarter in the case of an anmejpbrt) that has materially affected, or is
reasonably likely to materially affect, the regisit's internal control over financial reporting;dan

5. The registrant's other certifying officer dritave disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the registrant's auditors and thetaumnmittee of the registrant’s board of direct(@s persons performing the equivalent
functions):

(a) all significant deficiencies and materialakeesses in the design or operation of internalrobaver financial reporting
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaizé report financial information; and

(b) any fraud, whether or not material, thatolves management or other employees who have disan role in the
registrant's internal control over financial rejrogt

Date: October 6, 2008

/sl 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 Landearfioration (the “Company”) on Form 10-Q for theipdrending August 31, 2008
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report’)Gary T. Steele, Chief Executive Officer and Riest
of the Company, certify, pursuant to 18 U.S.C. §03s adopted pursuant to § 906 of the Sarbankss@xt of 2002, that:

(1) The Report fully complies with thejugrements 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, timaficial condition and result of operations of the
Company.

Date: October 6, 2008

s/ Gary T. Steele

Gary T. Steele

Chief Executive Officer and President
(Principal Executive Officer)

* The foregoing certification is being furnishededg pursuant to Section 906 of the Sarbanes-O#letyof 2002 (subsections (a)
and (b) of Section 1350, Chapter 63 of Title 18jtebhStates Code) and is not being filed as patth®f-orm 10-Q or 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 Landewriration (the “Company”) on Form 10-Q for theipdrending August 31, 2008 as filed
with the Securities and Exchange Commission ord#te hereof (the “Report”), I, Gregory S. Skinnéice President of Finance and
Adminstration and Chief Financial Officer of ther@pany, certify, pursuant to 18 U.S.C. § 1350, aspsetl pursuant to § 906 of the Sarbanes-

Oxley Act of 2002, that:

(1) The Report fully complies with theyegrements 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, timaficial condition and result of operations of the
Company.
Date: October 6, 200 8

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

* The foregoing certification is being furnishededg pursuant to Section 906 of the Sarbanes-O#letyof 2002 (subsections (a)
and (b) of Section 1350, Chapter 63 of Title 18itethStates Code) and is not being filed as patth@f~orm 10-Q or as a

separate disclosure document.




