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Washington, D.C. 20549

FORM 10-Q
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ACT OF 1934
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ACT OF 1934

For the transition period from to

Commission file number: 0-27446

LANDEC CORPORATION

(Exact name of registrant as specified in its @rart

California 94-302561¢
(State or other jurisdiction of (IRS Employer
incorporation or organizatiol Identification Number

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

Registrant’s telephone number, including area code:
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

ASSETS

Current Assets
Cash and cash equivalel
Marketable securitie

Accounts receivable, less allowance for doubtfboants of $334 and $313 at August 28, 2005

and May 29, 200!
Accounts receivable, related pa
Inventory
Notes and advances receiva
Notes receivable, related pa
Prepaid expenses and other current a:
Assets held for sal

Total Current Asset

Property and equipment, r
Goodwill, net

Trademarks, ne

Other intangibles, n¢

Notes receivabl

Notes receivable, related pa
Other asset

Total Assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current Liabilities:

Accounts payabl

Related party payable

Accrued compensatic

Other accrued liabilitie

Deferred revenu

Current maturities of long term de
Total Current Liabilities

Long term debt, less current maturit
Other liabilities
Minority interest
Total Liabilities
Shareholder Equity:

Common stock, $0.001 par value; 50,000,000 shart®azed; 24,141,644 and 24,086,368
shares issued and outstanding at August 28, 20®™ay 29, 2005, respective

Accumulated defici
Total Shareholde’ Equity
Total Liabilities and Sharehold¢ Equity

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

LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands)

August 28, May 29,
2005 2005*
(Unaudited)

8,42 $ 12,87:
2,98¢ 1,96¢
17,12 15,40¢
63€ 47¢€
10,91: 9,917
30¢€ 41¢

69 89
1,91t 2,04z
1,19( 1,19(
43,55¢ 44,37
17,135 17,27
25,981 25,981
11,57( 11,57(
58 58

42€ 42¢€

— 7

21¢ 37k
98,95¢ $100,07!
18,27¢ $ 17,51
25% 79%
1,391 1,907
2,46: 2,141
992 557
13¢ 54¢
23,51¢ 23,45¢
1,97¢ 2,54(
— 55(
1,682 1,46€
27,17¢ 28,01t
122,19: 121,95(
(50,417 (49,890
71,78( 72,06(
98,95¢ $100,07!

See accompanying notes.
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Revenues
Product sale
Services revenue, related pa
License fee:
Royalty revenues, related pa

LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except per share amounts)

Research, development and royalty revetr

Total revenue

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

Total cost of revenu

Gross profit

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

Total operating costs and expen

Operating los!

Interest incom

Interest expens

Minority interest expens

Other (expense) incon

Net loss

Basic and diluted net loss per sh

Shares used in computing basic and diluted netdesshar

See accompanying notes.

4

Three Months Ende

August 28, August 29,
2005 2004
$ 48,321 45,557
1,167 1,162
122 22
76 73
13 40
49,70¢ 46,85«
40,84t 38,48¢
1,66: 1,88¢
607 737
43,11* 41,11«
6,59( 5,74(
75¢ 77C
6,18¢ 5,40¢
6,941 6,17¢
(351) (439)
12C 10
(73) (117)
(215) (152)
) 6
$ (521) (692)
$ (0.02) (0.09)
24,11 23,19¢
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LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands)

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Loss on sale of property and equipm
Minority interest
Changes in current assets and current liabili
Accounts receivable, n
Inventory
Issuance of notes and advances receiv
Collection of notes and advances receivi
Prepaid expenses and other current a:
Accounts payabl
Related party payable
Accrued compensatic
Other accrued liabilitie
Deferred revenu

Net cash used in operating activit

Cash flows from investing activitie
Purchases of property and equipm
Purchase of marketable securil
Issuance of notes and advances receiv
Collection of notes and advances receivi
Increase in other asst

Net cash used in investing activit|

Cash flows from financing activitie
Proceeds from sale of common st
Net change in other assi
Borrowings on lines of cred
Payments on lines of cre«
Payments on long term de

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

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

See accompanying notes.

5

Three months Ende

August 28, August 29,
2005 2004

$ (521) $ (692
76€ 84z

6 31

21k 15¢%
(1,87¢) (297)
(994 (1,946)

(5) (5)

127 567

127 56

76€ 1,13¢
(540) (19€)
(516) (502)
321 181
(115) (43
(2,24)) (717
(632) (88<)
(1,01¢) —
(10 ()

28 182

— (260)
(1,639 (974)
241 91

15€ 237

33 47,07

(33) (46,517
(971) (79)
(574) 814
(4,449 (873
12,87. 6,45¢

$ 8,42: $ 5,58t
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LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Basis of Presentation

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

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

The results of operations for the three moetied August 28, 2005 are not necessarily indieati the results that may be expected for
an entire fiscal year. For instance, due to théicgicnature of the corn seed industry, a signifigaortion of Landec Ag revenues and profits
will be concentrated over a few months during §héng planting season (generally during Landecisdthnd fourth fiscal quarters).

Use of Estimates

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

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

Recent Accounting Pronouncements

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

6
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Under SFAS 123R, the Company must determiaafipropriate fair value model and related assumgtio be used for valuing share-
based payments, the amortization method for congiemscost and the transition method to be usdldeatlate of adoption. The transition
methods include modified prospective and retroactisioption options. Under the retroactive optigmgrperiods may be restated either as of
the beginning of the year of adoption or for altipds presented. The modified prospective methqdires that compensation expense be
recorded for all unvested stock options and rdstlistock at the beginning of the first quarteaddption of SFAS 123R, while the retroact
method would record compensation expense for akksted stock options and restricted stock beginwiitiy the first period restated. The
Company is currently evaluating the requirementSIEAS 123R as well as option valuation methodokgiated to its stock option plans.
Although the Company has not yet determined thénatebf adoption or the effect of adopting SFAS 12Bi® Company expects that the
adoption of SFAS 123R may have a material impadherCompany’s consolidated results of operatidhs.impact of adoption of SFAS
123R cannot be predicted at this time becausdlidepend on, among other things, the levels ofestased payments granted in the future,
the method of adoption and the option valuationhmetused. SFAS 123R also requires the benefisxad¢ductions in excess of recognized
compensation costs to be reported as a financisty fbaw, rather than as an operating cash flonegsired under current literature. This
requirement will reduce net operating cash flowd imcrease net financing cash flows in periodsr a&toption.

Reclassifications

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

2. Cash, Cash Equivalents and Marketable Securities

The Company records all highly liquid secestivith three months or less from date of purchaseaturity as cash equivalents. Shrmn
marketable securities consist of high quality coap® debt securities with original maturities ofrethan three months at the date of purchase
and less than one year from the date of the balsimeet. The Company classifies all debt secunitig#sreadily determined market values as
“available for sale” in accordance with SFAS No5;lAccounting for Certain Investments in Debt and BgSecuritiesThese investments
are classified as marketable securities on the @iolaged Balance Sheets as of August 28, 2005 aagd 29, 2005 and are carried at fair
market value. Unrealized gains and losses are tepas a component of shareholders’ equity and imareterial during the three months
ended August 28, 2005. The cost of debt secuittiadjusted for amortization of premiums and distewo maturity. This amortization is
recorded to interest income. Realized gains argkfoen the sale of available-for-sale securitiesatso recorded to interest income and were
immaterial during the three months ended Augus2@85. The cost of securities sold is based ospeeific identification method.

3. Net Loss Per Diluted Share

For the three months ended August 28, 2005%agist 29, 2004, the computation of the dilutetllogs per share excludes the impact of
options to purchase 962,516 shares and 1,438,48sshf Common Stock, respectively, as such impeatsdd be antidilutive for these
periods.

4. Stock-Based Compensation

As permitted by Statement of Financial AccaumiStandards No. 123, “Accounting for Stock-Ba€eunpensation,” (SFAS 123), as
amended by Statement of Financial Accounting Statsddo. 148 Accounting for Stock-Based Compensation — Trams#itd Disclosure
(SFAS 148), the Company elected to continue toyafty@ provisions of Accounting Principle Board OpimNo. 25,Accounting for Stock
Issued to Employet, (APB 25) and related interpretations in accounfor its employee stock option and stock purch@ans. The Compar
is not required under APB 25 and related interpiata to recognize compensation expense in cororeatith its employee stock option and
stock purchase plans, unless the exercise priteed€ompanys employee stock options is less than the marlkes pf the underlying stock
the date of grant.
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Pro forma information regarding net loss aatllass per share is required by SFAS 148 and &éas Betermined as if the Company had
accounted for its employee stock options undefdhesalue method prescribed by SFAS 123. Thevaiue for these options was estimated
at the date of grant using the Black-Scholes optadnation model with the following weighted aveeagssumptions: risk-free interest rates
ranging from 3.14% to 3.81% for the three monthdeeinAugust 28, 2005, 3.47% to 3.93% for the threaths ended August 29, 2004; a
dividend yield of 0.0% for the three months endedyést 28, 2005 and August 29, 2004, a volatilitstda of the expected market price of the
Company’s common stock of 0.55 and 0.58 as of Aug8s2005 and August 29, 2004, respectively; anetighted average expected life of
the options of 4.16 years and 4.66 years for theetmonths ended August 28, 2005 and August 291,286pectively.

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

Three Months Ende

August 28, August 29,
2005 2004

Net loss $ (521 $ (692
Deduct:

Stocl-based employee expense determined under SFA (239 (125
Pro forma net los $ (759 $ (817)
Basic and diluted net loss per sh— as reportet $ (0.02) $ (0.09)
Basic and diluted pro forma net loss per sl $ (0.09 $ (0.09

The Black-Scholes option valuation model wagaloped for use in estimating the fair value afieéd options that have no vesting
restrictions and are fully transferable. In additioption valuation models require the input ofiygsubjective assumptions including the
expected stock price volatility. These amounts dibnecessarily represent the effects of employmeksiptions on reported net income
(loss) for future years.

5. Goodwill and Other Intangibles

The Company is required under SFAS 142 tcese\goodwill and indefinite lived intangible assatdeast annually. During the three
months ended August 28, 2005, the Company compiistéourth annual impairment review. The revievpé&formed by grouping the net
book value of all long-lived assets for reportimgies, including goodwill and other intangiblesats, and comparing this value to the related
estimated fair value. The determination of fainnals based on estimated future discounted casls flelated to these long-lived assets. The
discount rate used was based on the risks asseiitethe reporting entities. The determinatiorfaf value was performed by management
using the services of an independent appraiserréiew concluded that the fair value of the rejpgrentities exceeded the carrying value of
their net assets and thus no impairment chargemaasinted as of August 28, 2005.

8
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6. Inventories

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

August 28, May 29,

2005 2005
Finished good $ 7,20¢ $ 6,132
Raw materia 3,68¢ 3,65¢
Work in proces: 20 13C
Total $ 10,91 $ 9,917

7. Purchase and Pending Sale of Fruit Land

On January 14, 2005, the Company enteredamtagreement to purchase approximately 155 acrfesipbfand from an individual for
$812,500. This amount was paid to the seller thnahg funding of an escrow account on March 235200 a separate unrelated transaction,
on January 31, 2005, the Company entered into eeeagent to sell approximately 45 acres of grape taran individual for $452,500. The
Company received $28,000 in cash and promissomssireceivable for $424,500, $56,000 of which islby®ecember 31, 2005 and the
remainder to be paid from net profits from the sdlgrapes produced from this property with a fipayment due on December 31, 2009.
Interest accrues at the prime rate and is payaldeeayly. The sale is expected to close duringdbmpany’s second quarter of fiscal year
2006 upon the official recording of a Lot Line Adfment by the county recorder of Fresno Countythadubsequent transfer of title. The
Company has an accepted offer from an individugluechase the remaining 110 acres for $936,000fregtles commissions. The sale of the
remaining acreage is also expected to close dtlim@ompany’s second quarter of fiscal year 200@. dost of the land and the fruit of
$1.2 million is recorded as an asset held for isetee accompanying Consolidated Balance Sheets Ciimpany estimates that these sales
will result in a gain, the timing of recognitionéthe amount of the gain is yet to be finalized.

8. Licensing and Supply Agreement

In July 2005, the Company amended the supplgeanent with Alcon, Inc. to change the expiratiate of the agreement from
November 1, 2012 to May 28, 2006. As a resultdéferred revenue of $516,000 as of August 28, 2@35been reclassified as a cur
liability in the accompanying Consolidated Balasteeets. In addition, in accordance with Staff Acttong Bulletin No. 104Revenue
Recognition (a replacement of SAB 1, the entire amount of the deferred revenue of $&&Bas of May 29, 2005, will be recognized as
“recycled” revenue during fiscal year 2006. For thiee months ended August 28, 2005, $122,000eofetated deferred revenue was
recognized as “recycled” license revenue.

9. Related Party

Apio provides cooling and distributing sensder farms in which the Chief Executive OfficerAypio (the “Apio CEO”) has a financial
interest and purchases produce from those farms. #lgo purchases produce from Apio Fresh LLC (‘ABresh”) for sale to third parties.
Apio Fresh is owned by a group of entities and gesghat supply produce to Apio. One of the owiéspio Fresh is the Apio CEO.
Revenues, cost of product sales and the resultigglge and the note receivable from advances targt lease payments, crop and
harvesting costs, are classified as related partiges accompanying financial statements as of Au@@8is2005 and May 29, 2005 and for the
three months ended August 28, 2005 and August(®®}.2

Apio leases, for approximately $667,000 oraanual basis, agricultural land that is either adyro®ntrolled or leased by the Apio CEO.
Apio, in turn, subleases that land at cost to grewého are obligated to

9
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deliver product from that land to Apio for valuedad products. There is generally no net statenfesperations impact to Apio as a result of
these leasing activities but Apio creates a guaeghsource of supply for the value added busigsie.has loss exposure on the leasing
activity to the extent that it is unable to subketige land. For the three months ended August@® the Company subleased all of the land
leased from the Apio CEO and received subleasemeanf $167,000 which is equal to the amount the @01y paid to lease that land for the
period.

Apio’s domestic commaodity vegetable busineas sold to Apio Fresh, effective June 30, 2003. Apie CEO is a 12.5% owner in Apio
Fresh. During the three months ended August 28 ,20@ Company recognized revenues of $45,000 fhensale of products to Apio Fresh
and royalty revenue of $76,000 from the use by Apish of Apio’s trademarks. The related accoustgivable from Apio Fresh are
classified as related party in the accompanyingrfaial statements as of August 28, 2005 and Map@35.

In addition, the Apio CEO has a 6% ownershipriest in Apio Cooling LP, a limited partnershipwhich Apio is the general partner with
a 60% ownership interest. Included in the minaritgrest liability as of August 28, 2005 and May 2005 is $223,000 and $201,000,
respectively, owed to the Apio CEO.

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

10. Comprehensive loss

The comprehensive loss of Landec is the santieeanet loss.

11. Shareholders’ Equity

During the three months ended August 28, 268276 shares of Common Stock were issued upoaxireise of options under the
Company’s stock option plans.

10
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12. Business Segment Reporting

Landec operates in two business segment&dbe Products Technology segment and the Agrialltseed Technology segment. The
Food Products Technology segment markets and [spelcalty packaged whole and fresh-cut vegetahbgsricorporate the Intelim&r
based specialty packaging for the retail grocdnh store and food services industry. The Agriaatbeed Technology segment markets and
distributes hybrid seed corn and seed coatinggusindec’s proprietary Intelimer polymers to thenfang industry. The Food Products
Technology and Agricultural Seed Technology segmamtiude charges for corporate services allocftad the Corporate and Other
segment. Corporate and other amounts includeconoa-operating activities and corporate operatogjsc All of the assets of the Company
located within the United States of America.

Operations by Business Segment (in thousands):

Agricultural

Food Product Seed Corporate

Technology Technology and Othel TOTAL
Three months ended August 28, 2(
Net revenue $ 49,49¢ $ — $ 207 $49,70¢
International sale $ 16,72: $ — $ — $16,72:
Gross profit $ 6,46( $ — $ 13C $ 6,59(
Net income (loss $ 1,88¢ $ (2,12¢) $ (279 $ (52))
Interest expens $ 73 $ — $ — $ 73
Interest incomi $ 90 $ 12 $ 18 $ 12C
Depreciation and amortizatic $ 632 $ 10€ $ 27 $ 76€
Three months ended August 29, 2(
Net revenue: $ 46,67¢ $ 98 $ 81 $46,85¢
International sale $ 17,79¢ $ — $ — $17,79¢
Gross profit $ 5,65¢ $ 20 $ 65 $ 5,74(
Net income (loss $ 1,33¢ $ (2,039 $ 8 $ (692
Interest expens $ 104 $ 13 $ — $ 117
Interest incomi $ 8 $ 2 $ — $ 10
Depreciation and amortizatic $ 702 $ 114 $ 26 $ 84z

During the three months ended August 28, 2tbAugust 29, 2004, sales to the Company’s tapdisstomers accounted for
approximately 48% and 46%, respectively, of revenuith the Company’s top customers from the Foamtifets Technology segment,
Costco Wholesale Corp. and Pomina Enterprise C®. adcounting for approximately 16% and 11%, respelst for the three months ended
August 28, 2005 and approximately 14% and 10% e@sgely for the three months ended August 29, 2004 Company expects that, for
the foreseeable future, a limited number of custsmeay continue to account for a significant portid its net revenues. Virtually all of the
Company’s international sales are to Asia.

13. Subsequent Events

On August 29, 2005, Landec Corporation, thhoitig agricultural seed subsidiary, Landec Ag, baquired the assets of Heartland
Hybrids, Inc., which is based in Dassel, MN, for@Gfillion. The consideration at closing consistéd 52,186 shares of Landec Common
Stock valued at $1.0 million and cash of $3.65iomll The remaining $1.35 million is in the formafuture cash earn-out of $1.2 million
based on Heartland Hybrids achieving certain fireiiargets for fiscal years 2006 and 2007 and%0%I00 holdback for any post closing
adjustments. Any amounts remaining in the holdlraskrve will be paid out in May 2006. Heartland Hgb operations will be included in
Landec’s consolidated results of operations comingngugust 29, 2005.

11
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

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

Except for the historical information containigerein, the matters discussed in this reporfaareard-looking statements within the
meaning of Section 21E of the Securities Exchancfeof1934. These forward-looking statements ineatertain risks and uncertainties that
could cause actual results to differ materiallynfrthose in the forward-looking statements. Poténisks and uncertainties include, without
limitation, those mentioned in this report andpanrticular the factors described below under “Aiddial Factors That May Affect Future
Results,” and those mentioned in Landec’s AnnugddReon Form 10-K for the fiscal year ended May 2805. Landec undertakes no
obligation to update or revise any forward-look8tgtements in order to reflect events or circuntgtarthat may arise after the date of this
report.

Critical Accounting Policies and Use of Estimates

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

The Company

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

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

Landec has two core businesses — Food Pro@lactsology and Agricultural Seed Technology, ididdn to our Technology
Licensing/Research and Development business whititiuded in Corporate and Other for segment déscke purposes (see note 12).

Our Food Products Technology business is opetarough a subsidiary, Apio, Inc., and combioesproprietary food packaging
technology with the capabilities of a large natidoad supplier and value-added produce proces&ue-added processing incorporates
Landec’s proprietary packaging technology with proglthat is processed by washing, and in some ca#tésy and mixing, resulting in
packaged produce to achieve increased shelf lderetiuced shrink (waste) and to eliminate the fieeite during the distribution cycle. Tt
combination was consummated in December 1999 wiee@bmpany acquired Apio, Inc. and certain relaiatities (collectively, “Apio”).

Our Agricultural Seed Technology businesspierated through a subsidiary, Landec Ag, Inc., (tlec Ag”) and combines our proprietary
Intellicoat® seed coating technology with our uréggrcommerce, direct marketing and consultatidingetapabilities which we obtained
when we acquired Fielder's Choice Direct (“FieldeChoice”), a direct marketer of hybrid seed carr§eptember 1997.
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In addition to our two core businesses, thegany also operates a Technology Licensing/ReseandtiDevelopment business that
licenses and/or supplies products outside of ote basinesses to industry leaders such as AkzolNwoloel'Oreal of Paris.

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

Description of Core Business

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

Landec
Intelmer® Techuology
Food Praducts Agricuttural Seed Techrology Licensing!
Techndogy Techndogy R&D

Food Products Technology Business

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

Based in Guadalupe, California, Apio, whenuae in December 1999, consisted of two majoriesses — first, the “fee-for-service”
selling and marketing of whole produce and sectmspecialty packaged fresh-cut and whole valuiedgrocessed products that are
washed and packaged in our proprietary BreatheWpg&Raging. The “fee-for-service” business histdlycacluded field harvesting and
packing, cooling and marketing of vegetables anil &n a contract basis for growers in Californi8@anta Maria, San Joaquin and Imperial
Valleys as well as in Arizona and Mexico. The Compaxited this business and certain assets assdaiath the business were sold in
June 2003 to Apio Fresh, LLC (“Apio Fresh”). Apioesh is owned by a group of entities and persaaissilipply produce to Apio, including
Nicholas Tompkins, Api's President and Chief Executive Officer. Undertirens of the sale, Apio Fresh purchased certaifpetent and
carton inventory from Apio in exchange for approabely $410,000. In connection with the sale, Apiegh will pay Apio an on-going
royalty fee per carton sold for the use of Apiofard names and Apio Fresh and its growers entatedilong-term supply agreement with
Apio to supply produce to Apio for its fresh-cutwa-added products. The fresh-cut value-added pseteproducts business markets a
variety of fresh-cut and whole vegetables to thertgail grocery chains and club stores.
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During the fiscal year ended May 29, 2005, Apigpkd more than sixteen million cartons of produckeading supermarket retailers,
wholesalers, foodservice suppliers and club stiimesighout the United States and internationallymarily in Asia.

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

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

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

. Lower Cost Structure: Apio has strategically invested in the rapidly gnogvfresh-cut and whole value-added business. ApB6’,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 &8reeWay™ packaging technology. Apio’s strategyisperate one large central
processing facility in one of California’s largelstwest cost growing regions (Santa Maria Valleyl ase packaging technology to
allow for the nationwide delivery of fresh prodym®ducts.

. Export Capability: Apio is uniquely positioned to benefit from the gith in export sales to Asia and Europe over thd degade wit
its export business, CalEx. Through CalEx, Apiousrently one of the largest U.S. exporters of botido Asia and is selling its
iceless products to Asia using proprietary Breathg\Wackaging technoloc.

. Expanded Product Line Using TechnologyApio, through the use of its BreatheWay packag@aphology, is introducing on avere
twelve new value-added products each year. Theggraduct offerings range from various sizes o$lfreut bagged products, to
vegetable trays, to whole produce, to a meal lingreducts. During the last twelve months, Apio isoduced 16 new product

Agricultural Seed Technology Business

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

For the coating technology the strategy idewelop a patented, functional polymer coatingnetdgy that will be broadly licensed to the
seed industry. The company will initially commeti@a products for the corn and soybean marketsttaea broaden its applications to other
seed crops. Landec Ag will use its Fielder's Chd@iect marketing and sales company to launchgpieations for corn to build awareness
for this technology and then broadly license itgligations to the rest of the industry.

Landec Ag's Intellicoat seed coating applicasi are designed to control seed germination tinimgease crop yields, reduce risks and
extend crop-planting windows. These coatings areatly available on hybrid corn, soybeans and rirddeed corn used for seed production.
In fiscal year 2000, Landec Ag launched its firstnenercial product, Pollinator Pl coatings, which is a coating application used l®dse
companies as a method for spreading pollinatiandmease yields and reduce risk in the productfdmybrid seed corn. There are
approximately 650,000 acres of seed productiohéninited States and in 2005 Pollinator Plus wasl liy 38 seed companies on
approximately 15% of the seed production acrekénd.S.
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In 2003, Landec Ag commercialized Early Platorn by selling the product directly to farmersotingh its Fielder's Choice Dire@
brand. This application allows farmers to planbiobld soils without the risk of chilling injurynd enables farmers to plant as much as four
weeks earlier than normal. With this capabilitypfiars are able to utilize labor and equipment nedfieiently, provide flexibility during the
critical planting period and avoid yield losses sdiby late planting. In 2005, nine seed companfiesed Intellicoat on their hybrid seed
corn offerings and sales increased by 20% over.2004

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

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

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

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

Technology Licensing/Research and Development Businesses

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

Revenuegin thousands):

Three months Three months
ended 8/28/0 ended 8/29/0 Change
Apio Value Addec $ 29,66( $ 26,36¢ 13%
Apio Trading 19,83« 20,31: (2%)
Apio Tech 4 — N/M
Total Apio 49,49¢ 46,67¢ 6%
Landec Ag — 98 N/M
Corporate 207 81 156%
Total Revenue $ 49,708 3 46,85 6%

Apio Value Added

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

The increase in Apio’s value-added revenueghii® three months ended August 28, 2005 comparttetsame period last year is due to
increased product offerings, increased sales siirgicustomers, the addition of new customerspaduct mix changes to higher priced
products. Specifically, sales of Apio’s value-add@dounce specialty packaged retail product lirewgt1%, during the three months ended
August 28, 2005 compared to the same period last @ addition, sales of Apio’s value-added vebktdray products grew 36% during the
three months ended August 28, 2005 compared teaime period last year. Overall value-added salesnsincreased 2% during the first
quarter of fiscal year 2006 compared to the samegést year.

Apio Trading

Apio trading revenues consist of revenues gaad from the purchase and sale of primarily witolemodity fruit and vegetable products
to Asia through Apio’s export company, Cal-Ex anahfi the purchase and sale of whole commodity &miét vegetable products domestically
to Wal-Mart. The export portion of trading revendesthe first quarter of fiscal year 2006 was Fliillion or 84% of total trading revenues.

The decrease in revenues in Apio’s tradingriass for the three months ended August 28, 206%peaced to the same period last year was
primarily due to a 6% decrease in export salesmeki

Apio Tech

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

The increase in revenues at Apio Tech dutiegthiree months ended August 28, 2005 compardtktsame period last year was not
material to consolidated Landec revenues.

Landec Ag

Landec Ag revenues consist of revenues gestefaim the sale of hybrid seed corn to farmerseuttte Fielder's Choice Direct® brand
and from the sale of Intellicoat coated corn angbsan seeds to farmers and seed companies. Wralbdf Landec Ag’s revenues are
generated during the Company’s third and fourthrigus.
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The decrease in revenues at Landec Ag duneghree months ended August 28, 2005 compardubtsame period last year was not

material to consolidated Landec revenues.

Corporate

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

agreements.

The increase in Corporate revenues for theethmonths ended August 28, 2005 compared to the pariod of the prior year was not

material to consolidated Landec revenues.

Gross Profit (in thousands):

Three months Three months

ended 8/28/05 ended 8/29/04 Change
Apio Value Added $ 561 % 4,47( 23%
Apio Trading 94t 1,18¢ (20%)
Apio Tech 2 — N/M

Total Apio 6,46( 5,65¢ 14%
Landec Ag — 20 N/M
Corporate 13C 65 10C%
Total Gross Profit $ 6,59C $ 5,74( 15%
General

There are numerous factors that can influgmoss profits including product mix, customer mmanufacturing costs, volume, sale
discounts and charges for excess or obsolete iogerib name a few. Many of these factors influeocare interrelated with other factors.
Therefore, it is difficult to precisely quantifyghmpact of each item individually. The Companylugies in cost of sales all the costs relate
the sale of products in accordance with generaitgpted accounting principles. These costs indlnedollowing: raw materials (including
produce, seeds and packaging), direct labor, oadrfiacluding indirect labor, depreciation, andilfacrelated costs) and shipping and
shipping related costs. The following discussiomr@unding gross profits includes management’s estiinates of the reasons for the changes

for the first quarter of fiscal year 2006 compatedhe same period last year as outlined in thie above.
Apio Value-Added

The increase in gross profits for Apio’s vahgded specialty packaged vegetable businessdahtee months ended August 28, 2005
compared to the same period last year was primduié/to an increase in revenues of 13% duringithieduarter of fiscal year 2006 compa
to the first quarter of last year and changes adpct mix to higher margin products coupled witlpioved processing yields and operational
efficiencies driven largely by improved raw matédaality during the first quarter of fiscal yead@ compared to the first quarter of last

year.
Apio Trading

Apio’s trading business is a buy/sell busirtess realizes a commission-based margin in théed#@hge. The decrease in gross profits
during the three months ended August 28, 2005 coedpa the same period last year was primarilytduee 2% decrease in revenues and
in volume to lower margin fruit sales from higheamin vegetable sales as compared to the firsteuaf last year.

Landec Ag and Corporate

The decrease in gross profits for Landec Ady@arporate for the three months ended August @85 Zompared to the same period last

year was not material to consolidated Landec goosfits.
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Operating Expensegin thousands):

Threemonths  Three months
ended 8/28/05  ended 8/29/04 Change

Research and Development:

Apio $ 26€ $ 25¢€ 4%
Landec Ag 152 224 (32%)
Corporate 33¢ 29C 17%
Total R&D $ 75¢ $ 77C (2%)
Selling, General and Administrative:
Apio $ 3,421 $ 3,18¢ 7%
Landec Ag 1,62¢ 1,52z 7%
Corporate 1,13 703 61%
Total S,G&A $ 6,18 $ 5,40¢ 14%

Research and Development

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

The decrease in research and development sgpéor the three months ended August 28, 2005 amdpo the same period last year was
not material.

Selling, General and Administrative

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

The increase in selling, general and admatist expenses for the three months ended Augug@® compared to the same period last
year was primarily due to an increase in sellind ararketing expenses at Apio and Landec Ag in awlé@rcrease revenues and an increa
general and administrative expenses at Corporaofwsulting, legal and accounting fees.

Other (in thousands):

Three months Three months
ended 8/28/05 ended 8/29/04 Change
I nterest Income $ 12C $ 10 110(%
I nterest Expense (73) (117 (38%)
Minority I nterest Exp. (21%) (152 41%
Other (Exp)/Income (2) 6 (132%)
Total Other $ (170 $ (259 (33%)
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Interest Income

The increase in interest income for the thmeaths ended August 28, 2005 compared to the san@ddast year was primarily due to the
increase in cash available for investing.

Interest Expense

The decrease in interest expense during tiee thonths ended August 28, 2005 compared to the pariod last year was due to the
Company’s reduction of debt.

Minority Interest Expense

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

The increase in the minority interest for theee months ended August 28, 2005 compared tiirsejuarter of last year was due to higher
profits generated from Apio Cooling during this yedirst quarter.

Other

Other consists of non-operating income andegps.

Liquidity and Capital Resources

As of August 28, 2005, the Company had cashcaish equivalents of $8.4 million, a net decred$.5 million from $12.9 million at
May 29, 2005.

Cash Flow from Operating Activities

Landec used $2.2 million of cash flow in opierg activities during the three months ended Au@8&s 2005 compared to using $713,00
operating activities for the three months endedust@9, 2004. The primary uses of cash in operatatiyities were from an increase in
accounts receivable at Apio of $2.0 million duatoincrease in revenues and an increase in inyeatdpio of approximately $820,000
primarily related to export inventory in transit.

Cash Flow from Investing Activities

Net cash used in investing activities for tineee months ended August 28, 2005 was $1.6 milampared to $1.0 million for the same
period last year. The primary uses of cash forstiag activities during the first quarter of fisgadar 2006 were for the purchase of $633,000
of property and equipment primarily for the furtlritomation of Apio’s value-added facility and fh@chase of $1.0 million of marketable
securities.

Cash Flow from Financing Activities

Net cash used in financing activities for theee months ended August 28, 2005 was $574,00p&@u to net cash provided by financing
activities of $814,000 for the same period lastry&he cash used in financing activities duringfibst quarter of fiscal year 2006 was used to
pay down long-term debt.

Capital Expenditures
During the three months ended August 28, 2D08Bdec purchased vegetable processing equipmenpfmort the further automation of
Apio’s value added processing facility. These exiiemes represented the majority of the $633,008qpfipment purchased.
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Debt

On September 1, 2004, Apio entered into witkllg/Fargo Bank N.A. (“Wells Fargog $10 million revolving line of credit that expires
August 31, 2006, a 12-month, $4.8 million equipmar& of credit, and a 36-month, $1.2 million tenote for equipment purchased under the
equipment line of credit with Wells Fargo Busin€sedit (collectively the “Loan Agreement”). Outstiing amounts under the Loan
Agreement bear interest at either the prime ratbet IBOR adjustable rate plus 2.25% (6.00% atusi@8, 2005). The Loan Agreement
contains certain restrictive covenants, which rezgiApio to meet certain financial tests, includimgnimum levels of net income, maximum
leverage ratio, minimum net worth and maximum amkpenditures. Landec has pledged substantihlbf the assets of Apio to secure the
lines with Wells Fargo. At August 28, 2005, no amisuwvere outstanding under the revolving line efddror the equipment line of credit.
Apio has been in compliance with all loan covenamthe Loan Agreement since the inception of k.

Landec Ag has a revolving line of credit whadlows for borrowings of up to $7.5 million, based Landec Ag’s inventory levels. The
interest rate on the revolving line of credit ie firime rate plus 0.375% (6.625% at August 28, P0li&e line of credit contains certain
restrictive covenants, which, among other thingsirict the ability of Landec Ag to make paymenigdebt owed by Landec Ag to Landec.
Landec Ag was in compliance with all of the loaweants during the first quarter of fiscal year @00andec has pledged substantially all of
the assets of Landec Ag to secure the line of trAtdiAugust 28, 2005, no amounts were outstandimder Landec Ag’s revolving line of
credit.

At August 28, 2005, Landec's total debt, imthg current maturities and capital lease obligagjavas $2.1 million and the total debt to
equity ratio was 3% as compared to 4% at May 2052This debt was comprised of term debt and ddpi#ae obligations, $2.0 million of
which is mortgage debt on Apio’s manufacturing liies. The amount of debt outstanding on the Camyjgarevolving lines of credit
fluctuates over time. Borrowings on Landec’s linésredit are expected to vary with seasonal regquénts of the Company’s businesses.

Contractual Obligation
The Company’s material contractual obligatiforsthe next five years and thereafter as of At@8s 2005, are as follows (in thousands):

Due in Fiscal Year Ended Mz

Remainde
Obligation Total of 2006 2007 2008 2009 2010 Thereafte
Lines of Credit $ — $ — $ — $ — $ — $ — $ —
Long-term Debi 2,047 84 11¢ 12€ 134 141 1,44:
Capital Lease 70 22 22 23 3 — —
Interest Expens 984 18¢ 117 10¢ 10C 92 382
Operating Lease 1,77¢ 42z 581 324 281 16¢ —
Licensing Obligatior 65C 50 10C 10C 10C 10C 20C
Purchase Commitmen 1,09( 1,09( — — — — —
Total $ 6,617 $ 1,85] $ 93¢ $ 682 $ 61¢ $ 501 $ 2,02¢

Interest expense was determined based orsslugrngtion that the Company’s lines of credit wélve an average daily outstanding balance
of $1.0 million at an annual interest rate of 6.5%oall periods presented. The interest expendemmterm notes and lease obligations is
based on the payment schedules and interest ratadtie relevant agreements.

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

Landecs future capital requirements will depend on numsfactors, including the progress of its researuh development programs;
development of commercial scale manufacturing ciéipab; the development of

20




Table of Contents

marketing, sales and distribution capabilities;dbdity of Landec to establish and maintain neWatmrative and licensing arrangements;
decision to pursue additional acquisition oppotiesj weather conditions that can affect the suppl§ price of produce, the timing and
amount, if any, of payments received under licemsind research and development agreements; theigesived in preparing, filing,
prosecuting, defending and enforcing intellectualperty rights; the ability to comply with regulagaequirements; the emergence of
competitive technology and market forces; the ¢iffeaess of product commercialization activities anrangements; and other factors. If
Landec’s currently available funds, together with internally generated cash flow from operatiaaesrat sufficient to satisfy its capital
needs, Landec would be required to seek additimmaling through other arrangements with collabeepartners, additional bank
borrowings or public or private sales of its setesi There can be no assurance that additiondkfufirequired, will be available to Landec
on favorable terms if at all.

Landec believes that its cash from operatiatm)g with existing cash, cash equivalents, maiietsecurities and existing borrowing
capacities will be sufficient to finance its opévatl and capital requirements through at leasnhthe twelve months.
Additional Factors That May Affect Future Results

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

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

. the seasonality of our supplie

. our ability to process produce during critical lestperiods
. the timing and effects of ripenin

. the degree of perishabilit

. the effectiveness of worldwide distribution syste

. total worldwide industry volume:

. the seasonality of consumer dema

. foreign currency fluctuations; at

. foreign importation restrictions and foreign paléi risks.

As a result of these and other factors, weselp continue to experience fluctuations in qerdytoperating results.
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We May Not Be Able to Achieve Acceptance of Our New Productsin the Marketplace

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

. price;

. safety;

. efficacy;

. reliability;

. conversion cost:

. marketing and sales efforts; a

. general economic conditions affecting purchasirttepas.

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

We Face Strong Competition in the Marketplace

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

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

Any disruptions in our primary manufacturingeoation would reduce our ability to sell our prottluand would have a material adverse
effect on our financial results. Additionally, weagnneed to consider seeking collaborative arrang&eith other companies to manufacture
our products. If we become dependent upon thirtgsafor the manufacture of our products, our profargins and our ability to develop and
deliver those products on a timely basis may bectétl. Failures by third parties may impair outighio deliver products on a timely basis
and impair our competitive position. We may notalbée to continue to successfully operate our manufang operations at acceptable costs,
with acceptable yields, and retain adequately ¢écipersonnel.
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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 matégiar services for the manufacture of our prodoctee may not be able to obtain substitute
vendors. We may not be able to procure comparabtenmls or hybrid corn varieties at similar priees terms within a reasonable time.
Several services that are provided to Apio areinbthfrom a single provider. Several of the rawemats we use to manufacture our prod
are currently purchased from a single source, diofyisome monomers used to synthesize Intelimempens and substrate materials for our
breathable membrane products. In addition, a ntgjofithe hybrid corn varieties sold by Landec Ag grown under contract by a single <
producer. Any interruption of our relationship wilmgle-source suppliers or service providers cdeldy product shipments and materially
harm our business.

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

We may receive notices from third partiesjuding some of our competitors, claiming infringerhby our products of patent and other
proprietary rights. Regardless of their merit, mging to any such claim could be time-consumiegult in costly litigation and require us to
enter royalty and licensing agreements which mayemffered or available on terms acceptable tdf @assuccessful claim is made agains
and we fail to develop or license a substitute tetdgy, we could be required to alter our prodactprocesses and our business, results of
operations or financial position could be mateyialiversely affected. Our success depends in fageon our ability to obtain patents,
maintain trade secret protection and operate withidtinging on the proprietary rights of third pias. Any pending patent applications we
file may not be approved and we may not be abtetelop additional proprietary products that arep@ble. Any patents issued to us may
not provide us with competitive advantages or maytmllenged by third parties. Patents held byrethmay prevent the commercialization of
products incorporating our technology. Furthermotkers may independently develop similar produtiiplicate our products or design
around our patents.

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

Our food packaging products are subject toleggpn under the Food, Drug and Cosmetic Act {f2C Act”). Under the FDC Act, any
substance that when used as intended may reasdrabhipected to become, directly or indirectlypmponent or otherwise affect the
characteristics of any food may be regulated a®d &dditive unless the substance is generallygrézed as safe. We believe that food
packaging materials are generally not considered &ditives by the FDA because these producteatrexpected to become components of
food under their expected conditions of use. Wesioar our breathable membrane product to be afaclaging material not subject to
regulation or approval by the FDA. We have not g any communication from the FDA concerning bregathable membrane product. If
the FDA were to determine that our breathable mamibproducts are food additives, we may be requiredbmit a food additive petition
for approval by the FDA. The food additive petitiprocess is lengthy, expensive and uncertain. Ardehation by the FDA that a food
additive petition is necessary would have a mdtadserse effect on our business, operating reaaltsfinancial condition.

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

Our agricultural operations are subject t@aety of environmental laws including, the Foodafity Protection Act of 1966, the Clean Air
Act, the Clean Water Act, the Resource ConservatimhRecovery Act, the Federal Insecticide, Fudgieind Rodenticide Act, and the
Comprehensive Environmental Response, Compensatidhiability Act. Compliance with these laws amtated regulations is an ongoing
process. Environmental concerns are, however, émhén most agricultural operations, including thege conduct. Moreover, it is possible
that future developments, such as increasinglgtstrivironmental laws and enforcement policies @doesult in increased compliance costs.
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The Company is subject to the Perishable Aftical Commodities Act (“PACA”) law. PACA reguladair trade standards in the fresh
produce industry and governs all the products bgldpio. Our failure to comply with the PACA regeinents could among other things,
result in civil penalties, suspension or revocatiba license to sell produce, and in the mostggtes cases, criminal prosecution, which
could have a material adverse affect on our busines

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

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

We Depend on Strategic Partners and Licenses for Future Development

Our strategy for development, clinical anddfigesting, manufacture, commercialization and ratinlg for some of our current and future
products includes entering into various collabaraiwith corporate partners, licensees and otkiéesare dependent on our corporate par
to develop, test, manufacture and/or market sonmeioproducts. Although we believe that our padnerthese collaborations have an
economic motivation to succeed in performing tieeintractual responsibilities, the amount and timohgesources to be devoted to these
activities are not within our control. Our partneray not perform their obligations as expected emay 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. Moreswate of the collaborative agreements providettieyt may be terminated at the discre
of the corporate partner, and some of the collab@agreements provide for termination under othi@umstances. In addition, we may not
receive any royalties on future sales of the PORIr8¢uct because in the related agreement we hagemool over commercializing the
product or generating revenues from the saleseoptbduct. Our partners may pursue existing orratése technologies in preference to our
technology. Furthermore, we may not be able to ti@goadditional collaborative arrangements infthiare on acceptable terms, if at all, and
our collaborative arrangements may not be sucdessfu

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

Our products and operations are subject tegouental regulation in the United States and ¢preiountries. The manufacture of our
products is subject to periodic inspection by ratary authorities. We may not be able to obtairessary regulatory approvals on a timely
basis or at all. Delays in receipt of or failure¢geive 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 belilkaewe will not be able to comply with
applicable regulations regarding the manufactutesate of our products and polymer materials, i@iprs are always subject to change and
depend heavily on administrative interpretationd tire country in which the products are sold. Feitivanges in regulations or interpretati
relating to matters such as safe working condititatsoratory and manufacturing practices, enviromiaecontrols, and disposal of hazardous
or potentially hazardous substances may adverffelgt @ur business.

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

. fines, injunctions, civil penalties, and suspensij:
. withdrawal of regulatory approval

. product recalls and product seizures, includingagsn of manufacturing and sal
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. operating restrictions, ar
. criminal prosecution

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

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

For the three months ended August 28, 20Q&roapmately 34% of our total revenues were derifrech product sales to international
customers. A number of risks are inherent in irséomal transactions. International sales and apermmay be limited or disrupted by any
the following:

. regulatory approval proces

. government controls

. export license requiremen

. political instability,

. price controls

. trade restrictions

. changes in tariffs, ¢

. difficulties in staffing and managing internatiormgderations

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

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

During the first quarter of fiscal year 2088Jes to our top five customers accounted for agrately 48% of our revenues, with our
largest customers, Costco Wholesale Corp. and RoErterprise Co. LTD, accounting for approximate®% and 11%, respectively of our
revenues. We expect that, for the foreseeabledutulimited number of customers may continue tmanot for a substantial portion of our net
revenues. We may experience changes in the corgposftour customer base, as Apio and Landec Ag leyperienced in the past. We do
not have long-term purchase agreements with amyio€ustomers. The reduction, delay or cancellatfoorders from one or more major
customers for any reason or the loss of one or moar major customers could materially and ads#graffect our business, operating res
and financial condition. In addition, since somehef products processed by Apio at its Guadalupéfdinia facility are sole sourced to its
customers, our operating results could be adveedédgted if one or more of our major customersanerdevelop other sources of supply.
Our current customers may not continue to placerstrders by existing customers may be cancelethy not continue at the levels of
previous periods or we may not be able to obtaileis from new customers.

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

The testing, manufacturing, marketing, ané sdlthe products we develop involves an inhensktaf allegations of product liability. If
any of our products were determined or allegedetodntaminated or defective or to have causedrafbhaccident to an end-customer, we
could incur substantial costs in responding to damgs or litigation regarding our products and puduct brand image could be materially
damaged. Either event may have a material advéfeset en our business, operating results and firucondition. Although we have taken
and intend to continue to take what we believeappropriate precautions to minimize exposure tapebliability claims, we may not be al
to avoid significant liability. We currently maintaproduct liability insurance with limits in thereount of
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$41.0 million per occurrence and $42.0 millionlie annual aggregate. Our coverage may not be ageguanay not continue to be available
at an acceptable cost, if at all. A product liabitilaim, product recall or other claim with respgcuninsured liabilities or in excess of insu
liabilities could have a material adverse effecban business, operating results and financial itiomd

Our Stock Price May Fluctuate in Accordance with Market Conditions

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

. technological innovations applicable to our prody

. our attainment of (or failure to attain) milestoreshe commercialization of our technolot

. our development of new products or the developraénew products by our competito

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

. our acquisition of new businesses or the salespadial of a part of our business

. development of new collaborative arrangements byuiscompetitors or other partie

. changes in government regulations applicable tdoasmess

. changes in investor perception of our busin

. fluctuations in our operating results &

. changes in the general market conditions in ounstrg.

These broad fluctuations may adversely atfeeimarket price of our common stock.
Since We Order Cartons and Film for Our Products from Suppliersin Advance of Receipt of Customer Ordersfor Such Products, We
Could Face a Material I nventory Risk

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

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

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

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

The Sarbanes-Oxley Act of 2002 (the “Act”)tthacame law in July 2002 requires changes in sufroar corporate governance, public
disclosure and compliance practices. In additicasddqg has made revisions to its requirements fopeaies, such as Landec, that are listed
on the NASDAQ. We expect these developments teass our legal and financial compliance costs. 8bbanges could make it more
difficult and more expensive
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for us to obtain director and officer liability imsance, and we may be required to accept reducastage or incur substantially higher cost
obtain coverage. These developments could makeri wlifficult for us to attract and retain qualdienembers for our board of directors,
particularly to serve on our audit committee.

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

Our executive officers and directors and théfitiates own or control approximately 26% of aammon stock (including options
exercisable within 60 days). Accordingly, theseogffs, directors and shareholders may have thiyatailexert significant influence over the
election of our Board of Directors, the approvahofendments to our articles and bylaws and theoappof mergers or other business
combination transactions requiring shareholder @ygdr This concentration of ownership may havedtiect of delaying or preventing a
merger or other business combination transactioen & the transaction or amendments would be beiaéfo our other shareholders. In
addition, our controlling shareholders may apprarendments to our articles or bylaws to implematittakeover or management friendly
provisions that may not be beneficial to our otstereholders.

Terrorist Attacks and Risk of Contamination May Negatively Impact All Aspects of Our Operations, Revenues, Costs and Stock Price

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

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

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

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

The success of our business depends to dis@griextent upon the continued service and peréorce of a relatively small number of key
senior management, technical, sales, and markgérspnnel. The loss of any of our key personnelldvikely harm our business. In
addition, competition for senior level personnethAiinowledge and experience in our different linebusiness is intense. If any of our key
personnel were to leave, we would need to devdistantial resources and management attention laceephem. As a result, management
attention may be diverted from managing our businesd we may need to pay higher compensatiorptaae these employees.

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

Apio is subject to various financial and opierg covenants under the Wells Fargo Bank loanegsest, including minimum levels of net
income, maximum leverage ratio, minimum net woritd emaximum capital expenditures. The Wells FargokBaan agreement limits the
ability of Apio to make cash payments to Landeavéf
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violate any obligations under the loan agreemethénfuture, we could trigger an event of defauhich, if not cured or waived, would peri
acceleration of our obligation to repay the inddhess due under the loan agreement. If the indebsscdue under the loan agreement were
accelerated, we would be forced to pursue one oe miternative strategies such as selling assstkjrgg new debt financing from another
lender or seeking additional equity capital, whigight not be achievable or available on attractirens, if at all, and which could
substantially dilute the ownership interest of #rig shareholders.

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

Our Board of Directors has the authority, withfurther approval of our shareholders, to fi& tlghts and preferences, and to issue shares
of preferred stock. In November 1999, we issuedsaid shares of Series A Convertible PreferrediSémad in October 2001 we issued and
sold shares of Series B Convertible Preferred Stblok Series A Convertible Preferred Stock was eded into 1,666,670 shares of
Common Stock on November 19, 2002 and the Seriésriertible Preferred Stock was converted into 4,7d2 shares of Common Stock
on May 7, 2004.

The issuance of new shares of preferred stouald have the effect of making it more difficulirfa third party to acquire a majority of our
outstanding stock, and the holders of such predesteck could have voting, dividend, liquidatiordasther rights superior to those of holders
of our Common Stock.

We Have Never Paid any Dividends on Our Common Stock

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

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

Our balance sheet includes an amount desigjaatégoodwill” that represents a portion of ousets and our shareholders’ equity.
Gooduwill arises when an acquirer pays more forsirtmss than the fair value of the tangible andrséply measurable intangible net assets.
Under Statement of Financial Accounting StandardsId2 “Goodwill and Other Intangible Assets”, begng in fiscal year 2002, the
amortization of goodwill has been replaced witHiampairment 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 werd@ne at any time in the future that the
book value of goodwill is higher than fair valueththe difference must be written-off, which conidterially and adversely affect our
profitability.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

The following table presents information abthhe Company’s debt obligations and derivativeritial instruments that are sensitive to
changes in interest rates. The table presentsipairemounts and related weighted average inteagss by year of expected maturity for the
Company'’s debt obligations. The carrying valuehaf Company’s debt obligations approximates thevigue of the debt obligations as of
August 28, 2005.

Remainde There-

Liabilities (in 000’s) of 2006 2007 2008 2009 2010 after Total

Lines of Credit $ — $ — $ — $ — $ — $ — $ —
Avg. Int. Rate

Long term debt, including

current portior

Fixed Rate $ 10¢€ $ 141 $ 14c¢ $ 137 $ 141 $ 1,44: $ 2,117
Avg. Int. Rate 5.81% 5.81% 5.81% 5.8(% 5.8(% 5.8(% 5.81%

Item 4. Controls and Procedures

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

(b) There was no change in internal control over fimg@meporting that occurred during the period cedeby this Quarterly Report on Fc
1C-Q, that has materially affected, or is reasonakBly to materially affect, such internal contrales financial reporting
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PART Il. OTHER INFORMATION

Item 1. Legal Proceedings

None.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

None

Item 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Securityolders

None.

Iltem 5. Other Information

None.

Item 6. Exhibits

Exhibit

Number Exhibit Title:

10.56 Credit Agreement by and among Apio, Inc., as Boegwal Ex Trading Company and Wells Fargo Bankiddal Association,

dated as of September 1, 2004, incorporated hbyeiaference to Exhibit 10.54 to the Registrantgrént Report on Form 8-K
dated September 1, 20(

10.57 Ex-Im Credit Agreement by and among Cal Ex Traddognpany, as Borrower, Apio, Inc. and Wells FargaolBdlational
Association, dated as of September 1, 2004, incatpd herein by reference to Exhibit 10.55 to tlegiRrant’s Current Report on
Form ¢-K dated September 1, 20(

31.1+ CEO Certification pursuant to section 302 of theb&ae-Oxley Act of 2002

31.2+ CFO Certification pursuant to section 302 of theb8ae-Oxley Act of 2002

32.1+ CEO Certification pursuant to section 906 of theb&ae-Oxley Act of 2002

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

+ Filed herewith
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SIGNATURES

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

LANDEC CORPORATION

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

Date: September 30, 2005
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Exhibit Index

Exhibit

Number Exhibit Title:

10.56 Credit Agreement by and among Apio, Inc., as Boegwal Ex Trading Company and Wells Fargo Bankiddal Association,
dated as of September 1, 2004, incorporated hbyeiaference to Exhibit 10.54 to the Registrantgrént Report on Form 8-K
dated September 1, 20(

10.57 Ex-Im Credit Agreement by and among Cal Ex Traddognpany, as Borrower, Apio, Inc. and Wells FargolBadlational
Association, dated as of September 1, 2004, incatpd herein by reference to Exhibit 10.55 to tlegiRrant’s Current Report on
Form ¢-K dated September 1, 20(

31.1+ CEO Certification pursuant to section 302 of theb@ae-Oxley Act of 2002

31.2+ CFO Certification pursuant to section 302 of theb8ae-Oxley Act of 2002

32.1+ CEO Certification pursuant to section 906 of theb&ae-Oxley Act of 2002

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

+ Filed herewith.






Exhibit 31.1

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

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

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

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

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

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

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

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

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

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

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

Date: September 30, 2005

/sl Gary T. Steel

Gary T. Steelt
Chief Executive Office







Exhibit 31.

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

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

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

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

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

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

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

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

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

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

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

Date: September 30, 2005

/sl Gregory S. Skinnge

Gregory S. Skinne
Chief Financial Officel







Exhibit 32.1

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

In connection with the Quarterly Report of Han Corporation (the “Company”) on Form 10-Q fa greriod ending August 28, 2005 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Gary T. Ste€lhief Executive Officer and President
of the Company, certify, pursuant to 18 U.S.C. §@,3&s adopted pursuant to 8 906 of the Sarbanksr@xt of 2002, that:

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

Date: September 30, 2005

/sl Gary T. Steele

Gary T. Steele

Chief Executive Officer and President
(Principal Executive Officer

*

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

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






Exhibit 32.

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

In connection with the Quarterly Report of Landamrgbration (the “Company”) on Form 10-Q for theipdrending August 28, 2005 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), |, Gregory S. Skinnéice President of Finance and
Administration and Chief Financial Officer of th@@pany, certify, pursuant to 18 U.S.C. § 1350,dmpted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

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

(2) The information contained in the Repoitlygpresents, in all material respects, the firiahcondition and result of operations of the
Company.
Date: September 30, 2005

/sl Gregory S. Skinng
Gregory S. Skinne
Vice President and Chief Financial Officer
(Principal Accounting Officer

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

document



