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United States
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR #j(OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Quarter Ended August 25, 2013or
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR(#l OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file numbeB-27446

LANDEC CORPORATION
(Exact name of registrant as specified in its arart

Delaware 94-302561¢
(State or other jurisdiction of (IRS Employel
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:
(650) 306-1650

Indicate by check mark whether the registrant @b tiled all reports required to be filed by Secti® or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssbbrter period that the registrant was requirediléosuch reports), and (2) has b
subject to such filing requirements for at leastplast 90 days.

Yes_X No___

Indicate by check mark whether the registrant hdmnitted electronically and posted on its corpol&fiebsite, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation B-during the preceding 12 months (or for such srgoerioc
that the registrant was required to submit and pash files).

Yes_ X No
Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-aecelerated filer or a smaller report
company. See definition of “large accelerated filkend “accelerated filer” and “smaller reportingngpany” in Rule 1212 of the Exchan
Act.

Large Accelerated Filer Accelerated Filer X

Non Accelerated Filer Smaller Reporting Company

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of thelaxge Act).
Yes No__ X

A s of September 20, 2013, there were 26,488,28@stof Common Stock outstanding.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

CONSOLIDATED BALANCE SHEETS
(In thousands except shares and per share amounts)

ASSETS

Current Assets:
Cash and cash equivalents
Marketable securities

Accounts receivable, less allowance for doubtfalbants of $451 and $583 at August 25, 2

and May 26, 2013, respectively
Accounts receivable, related party
Income taxes receivable
Inventories, net
Deferred taxes
Prepaid expenses and other current assets
Total Current Assets

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

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

Accounts payable

Accounts payable, related party

Accrued compensation

Other accrued liabilities

Deferred revenue

Lines of credit

Current portion of long-term debt
Total Current Liabilities

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

Total Liabilities

Stockholders’ Equity:

Common stock, $0.001 par value; 50,000,000 shartemazed; 26,478,809 and 26,402,247
shares issued and outstanding at August 25, 20d. 81ay 26, 2013, respectively

Additional paid-in capital
Retained earnings
Total Stockholders’ Equity
Non-controlling interest
Total Equity
Total Liabilities and Stockholders’ Equity
(1) Derived from audited financial statements.

LANDEC CORPORATION

See accompanying notes.

August 25, May 26,
2013 2013
(unaudited’ ()
8,891 13,71¢
1,29i 1,54¢
32,97 36,07
20= 671
4,94; 5,10t
24,58¢ 24,11
2,00¢ 1,582
2,81¢ 2,85¢
77,72% 85,66(
792 792
35,00( 29,60(
68,48¢ 65,81
49,62( 49,62(
48,42¢ 48,42¢
9,38¢ 9,60¢
1,394 1,42¢
290,83 290,94:
29,08: 31,47(
297 78€
3,92¢ 4,98¢
3,21¢ 2,33
62¢ 1,24¢
1,05( 4,00(
5,961 5,93
44,167 50,75
32,96: 34,37:
26,78: 24,05«
1,45¢ 1,34¢
105,36 110,52¢
26 26
126,50: 126,25¢
57,16 52,40¢
183,68t¢ 178,69:
1,78( 1,721
185,46¢ 180,41
290,837 $ 290,94:







LANDEC CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Revenues:
Product sales
Services revenue, related party
Total revenues
Cost of revenue:
Cost of product sales
Cost of services revenue
Total cost of revenue
Gross profit
Operating costs and expenses:
Research and development
Selling, general and administrative
Total operating costs and expenses
Operating income
Dividend income
Interest income
Interest expense
Other income
Net income before taxe
Income tax expense
Consolidated net income
Non-controlling interest

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

Net income and comprehensive income applicabl@toncon stockholder

Basic net income per share
Diluted net income per share

Shares used in per share computation

Basic
Diluted

See accompanying notes.
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Three Months Ended

August 25, August 26,
2013 2012
$ 108,92¢ $ 101,30:
55C 771
109,47¢ 102,07:
96,43( 87,66«
517 647
96,947 88,31
12,53: 13,76
1,92¢ 2,204
8,63( 8,55¢
10,55¢ 10,76(
1,97¢ 3,00:
281 281
60 26
(431) (541)
5,40( 4,25¢
7,28¢ 7,02¢
(2,475 (2,565
4,811 4,46:
(59) (97)
$ 4,75, $ 4,36¢
$ 0.1¢ $ 0.17
$ 0.1t $ 0.17
26,45: 25,67(
27,08 26,21:




Cash flows from operating activities:
Consolidated net income

LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands)

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

Depreciation and amortization
Stock-based compensation expense

Tax benefit from stock-based compensation expense

Net loss on disposal of property and
Deferred taxes

equipment

Change in investment in non-public company (fairkeavalue)

Changes in current assets and curre
Accounts receivable, net
Accounts receivable, related party
Income taxes receivable
Inventories, net

nt liabilities:

Prepaid expenses and other current assets

Accounts payable
Accounts payable, related party
Accrued compensation
Other accrued liabilities
Deferred revenue
Net cash provided by operating activit

Cash flows from investing activities:
Purchases of property and equipment
Purchase of marketable securities

Proceeds from maturities of marketable securities

Net cash used in investing activiti

Cash flows from financing activities:
Proceeds from sale of common stock

Taxes paid by Company for stock swaps and RSUs
Tax benefit from stock-based compensation expense
Earn out payment from Lifecore acquisition

Payments on long-term debt
Payments on lines of credit

Decrease in other assets

Net cash used in financing activiti

Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of p

eriod

See accompanying notes.
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Three Months Ended

August 25, August 26,
2013 2012

4811 $ 4,46:
1,84 1,85¢
27¢ 34¢€
— (50%)
46 18C
2,30 1,94
(5,400 (4,29¢)
3,09¢ 1,65¢
46€ 55
161 23€
(47€) (1,537)
40 (260)
(2,387%) 4,08(
(489) (249)
(129) (1,824
99¢ (1,435
(620) 364
4,53¢ 5,08t
(4,345 (2,029
(1,417 (75€)
1,66¢ —
(4,097) (2,785
25C 20z
(1,210 (49
— 50¢
— (9,650
(1,389 (1,369
(2,950 (4,16¢€)
31 99
(5,262) (14,42%)
(4,82)) (12,129
13,71¢ 22,17,
8,897 $ 10,04¢




LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Organization, Basis of Presentation dnrSummary of Significant Accounting Policies
Organization

Landec Corporation and its subsidiaries (“Landecthe “Company”) design, develop, manufacture aeiddifferentiated products
for food and biomaterials markets and license teldgy applications to partners. The Company haspregrietary polymer technology
platforms: 1) Intelimer® polymers, and 2) hyaluror(8HA”) biopolymers. The Company sells specialgcgaged branded Eat Smart® and
GreenLine® and private label fresh-cut vegetabtesvahole produce to retailers, club stores andgeodce operators, primarily in the
United States, Canada and Asia through its Apio, (fApio”) subsidiary and sells HA-based biomaadsithrough its Lifecore Biomedical,
Inc. (“Lifecore”) subsidiary. The Company’s HA biolgmers are proprietary in that they are specifiynulated for specific customers to
meet strict regulatory requirements. The Compapglgmer technologies, along with its customer fetahips and trade names, are the
foundation, and a key differentiating advantagenupbich Landec has built its business.

Basis of Presentation

The accompanying unaudited consolidated finant@#éments of Landec have been prepared in accardeitit accounting
principles generally accepted in the United Stéde#nterim financial information and with the imgttions for Form 10-Q and Article 10 of
Regulation S-X. In the opinion of management, djuatments (consisting of normal recurring accrulats/e been made which are necessary
to present fairly the financial position at Aug@st 2013 and the results of operations and cas¥sffor all periods presented. Although
Landec believes that the disclosures in these diahatatements are adequate to make the informptiesented not misleading, certain
information normally included in financial statent@and related footnotes prepared in accordand¢eagitounting principles generally
accepted in the United States have been condensaditbed in accordance with the rules and regoifetiof the Securities and Exchange
Commission. The accompanying financial data shbaldeviewed in conjunction with the audited finahstatements and accompanying
notes included in Landec's Annual Report on ForaKX0r the fiscal year ended May 26, 2013.

The results of operations for the three months @wdegust 25, 2013 are not necessarily indicativéhefresults that may be expec
for an entire fiscal year because there is somsosedity in Apio’s food business, particularly, Afs Food Export business and the order
patterns of Lifecore’s customers which may leadigmificant fluctuations in Landec’s quarterly réswf operations.

Basis of Consolidation

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

Arrangements that are not controlled through votingimilar rights are reviewed under the guidaiocerariable interest entities
(“VIES"). A company is required to consolidate the asseisilities and operations of a VIE if it is determihto be the primary beneficiary
the VIE.

An entity is a VIE and subject to consolidationbyf design: a) the total equity investment at igskot sufficient to permit the entity
to finance its activities without additional subwrated financial support provided by any partiesjuding equity holders or b) as a group the
holders of the equity investment at risk lack ang of the following three characteristics: (i) ffmver, through voting rights or similar rights
to direct the activities of an entity that mostrsfigantly impact the entity’s economic performan(é the obligation to absorb the expected
losses of the entity, or (iii) the right to recethe expected residual returns of the entity. Then@any reviewed the consolidation guidance
and concluded that its partnership interest in Apémling and its equity investments in non-pubbepanies are not VIEs.

Use of Estimates

The preparation of financial statements in confeymiith U.S. generally accepted accounting priresplequires management to
make certain estimates and judgments that affecatmounts reported in the financial statementsaandmpanying notes. The accounting
estimates that require management’s most signif@ad subjective judgments include revenue recmgnisales returns and allowances;
recognition and measurement of current and deféneine tax assets and liabilities; the assessofertoverability of long-lived assets; the
valuation of intangible assets and inventory; thkiation of investments; and the valuation andgaitmn of stock-based compensation.
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These estimates involve the consideration of corfaletors and require management to make judgme&htsanalysis of historical
and future trends can require extended periodisnef to resolve and is subject to change from pegeeriod. The actual results may differ
from management’s estimates.

Cash and Cash Equivalents

The Company records all highly liquid securitieshathree months or less from date of purchase tonityaas cash equivalents. Ci
equivalents consist mainly of certificate of dep®$CDs), money market funds and U.S. Treasuries.market value of cash equivalents
approximates their historical cost given their stterm nature.

Marketable Securities

Shortterm marketable securities consist of CDs thaF&EC insured and single A or better rated corpoaaig municipal bonds wi
original maturities of more than three months atdhte of purchase regardless of the maturity ddie.Company classifies all debt securities
with readily determined market values as “availdbtesale.” The aggregate amount of CDs includechamketable securities at August 25,
2013 and May 26, 2013 was $854,000 and $701,06pectively. The contractual maturities of the Comps marketable securities that are
due in less than one year represented $1.0 maliwh$1.3 million of its marketable securities a®\ofust 25, 2013 and May 26, 2013,
respectively. The contractual maturities of the @any’s marketable securities that are due in onedoyears represented $251,000 and
$251,000 of its marketable securities as of Augbst2013 and May 26, 2013, respectively. Investsigninarketable securities are carried at
fair market value with unrealized gains and lossg®erted as other income. The cost of debt seesrigi adjusted for amortization of
premiums and discounts to maturity. This amortiats recorded to interest income. Realized gamasl@asses on the sale of available-$aie
securities are also recorded to interest incomenBuhe three months ended August 25, 2013 andugt@p, 2012, the Company did not sell
any marketable securities. The cost of securitidg is based on the specific identification method.

Financial Instruments

The Company'’s financial instruments are primariynposed of marketable securities, commercial-teaohet payables, grower
advances, notes receivable and debt instrumentsheot-term instruments, the historical carryimgoaint approximates the fair value of the
instrument. The fair value of long-term debt ame4di of credit approximates their carrying valuer #alues for long-term financial
instruments not readily marketable are estimatesgdbaipon discounted future cash flows at prevaitiragket interest rates. Based on these
assumptions, management believes the fair marke¢saf the Company’s financial instruments arematerially different from their
recorded amounts as of August 25, 2013 and Mag@83.

Investments in Non-Public Companies

The Company’s investment in Aesthetic Sciences @uatpn (“Aesthetic Sciences”), which is reportexdaa investment in non-
public company, non-fair value, in the accompany@iupsolidated Balance Sheets, is carried at castdjusted for impairment losses. Since
there is no readily available market value inforioratthe Company periodically reviews this investin® determine if any other than
temporary declines in value have occurred basdtiefinancial stability and viability of AesthetR&ciences.

On February 15, 2011, the Company made an investim&¥indset Holdings 2010 Ltd., a Canadian corpora(“Windset”), which
is reported as an investment in non-public comp#aiyyalue, in the accompanying Consolidated BedaBheets as of August 25, 2013 and
May 26, 2013. The Company has elected to accouisfivestment in Windset under the fair valuéiap (see Note 4).

Intangible Assets

The Company'’s intangible assets are comprised stbmer relationships with a finite estimated uséfalof twelve to thirteen years
and trademarks, trade names and goodwill with indeflives.




Finite-lived intangible assets are reviewed forgilde impairment whenever events or changes imgistances occur that indicate
that the carrying amount of an asset (or assefpynmay not be recoverable. Indefinite lived intidfgyassets are reviewed for impairment at
least annually, in accordance with accounting guigaFor non-goodwill indefinite-lived intangiblssets, the Company performs a
qualitative analysis in accordance with ASC 350850+or goodwill, the Company performs a quantiatinalysis in accordance with ASC
350-20-35.

Partial Self-Insurance on Employee Health Plan

The Company provides health insurance benefittigibbke employees under a self-insured plan whetsleyCompany pays actual
medical claims subject to certain stop loss limi¥& record self-insurance liabilities based on alatiaims filed and an estimate of those
claims incurred but not reported. Any projectioradfses concerning the Company's liability is sciije a high degree of variability. Among
the causes of this variability are unpredictablemal factors such as inflation rates, changesuerity, benefit level changes, medical costs,
and claims settlement patterns. This self-insurdiabdity is included in accrued liabilities andpgresents management's best estimate of the
amounts that have not been paid as of August 2B.30is reasonably possible that the expens€tmapany ultimately incurs could differ
and we may need to adjust our future reserves.

Fair Value Measurements

The Company uses fair value measurement accoufatirimancial assets and liabilities and for finedénstruments and certain
other items measured at fair value. The Companelemsed the fair value option for its investmemainonpublic company (see Note 4). T
Company has not elected the fair value option fiyraf its other eligible financial assets or lidtgls.

The accounting guidance established a thiexehierarchy for fair value measurements, whigbrtizes the inputs used in measur
fair value as follows:

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

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

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

As of August 25, 2013, the Company held certaietsand liabilities that are required to be measatdair value on a recurring
basis, including marketable securities, interei&t savap and a minority interest investment in Watds

The fair value of the Company’s marketable se@sits determined based on observable inputs teaeadily available in public
markets or can be derived from information ava#abhlpublicly quoted markets. Therefore, the Comypeas categorized its marketable
securities as a Level 1 measurement.

The fair value of the Company’s interest rate svgagetermined based on model inputs that can beredd in a liquid market,
including yield curves, and is categorized as ael @umeasurement.

The Company has elected the fair value option obawting for its investment in Windset. The caltigia of fair value utilizes
significant unobservable inputs in the discountashcflow models, including projected cash flowsyvgh rates and discount rates. As a re
the Company’s investment in Windset is consideodoeta Level 3 measurement investment. The chante ifair market value of the
Company’s investment in Windset for the three memthded August 25, 2013 was due to the Companyl®2inority interest in the
change in the fair market value of Windset durimg period. In determining the fair value of theastment in Windset, the Company utilizes
the following significant unobservable inputs ie tiliscounted cash flow models:

At August 25, 2013 At May 26, 2013

Revenue growth rates 3% to 6% 3% to 9%
Expense growth rates 3% to 25% 3% to 8%
Income tax rates 15% 15%

Discount rates 16% to 22% 18% to 28%






The revenue growth, expense gramithincome tax rate assumptions, consider the Coyrghest estimate of the trends in those
items over the discount period. The discount asgimption takes into account the risk-free ratetarn, the market equity risk premium
and the company’s specific risk premium and thegsliap an additional discount for lack of liquidiby the underlying securities. The
discounted cash flow valuation model used by them@any has the following sensitivity to changesipuits and assumptions (in thousands):

Impact on value (
Windse
investment as
August 25, 201

10% increase in revenue growth rates $ 1,70C
10% increase in expense growth rates $ (1,500
10% increase in income tax rates $ (200
10% increase in discount rates $ (1,500

Imprecision in estimating unobservable market inman affect the amount of gain or loss recordea foarticular position. The use
of different methodologies or assumptions to deteenthe fair value of certain financial instrumeotsild result in a different estimate of fair
value at the reporting date.

The following table summarizes the fair value & ompany’s assets and liabilities that are medsatr&ir value on a recurring
basis, as of August 25, 2013 and May 26, 2013h@usands):

Fair Value at August 25, 2013 Fair Value at May 26, 2013
Assets: Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
Marketable securities $ 1,297 $ - % - $ 154 $ - $ =
Investment in private
company - - 35,00( - - 29,60(
Total $ 1,297 $ - % 35,000 $ 154 $ - 8 29,60(
Liabilities:
Interest rate swap - 12¢ - - 168 -
Total $ - $ 12 % - $ - % 163 $ =

Revenue Recognition

The Company recognizes revenue when the earningess is complete, as evidenced by an agreemdntheitcustomer, transfer
title, and acceptance, if applicable, as well asdipricing and probable collectibility. The Compagcords pricing allowances, including
discounts based on arrangements with customeastexiuction to both accounts receivable and nemes.

When a sales arrangement contains multiple elemingt€Company allocates revenue to each elemeatltmasa selling price
hierarchy. The relative selling price for a delafele is based on its vendor-specific objective ewig (VSOE), if available, third-party
evidence (TPE), if VSOE is not available, or estidaselling price, if neither VSOE nor TPE is aable. The Company then recognizes
revenue on each deliverable in accordance withalisies for product and service revenue recognitithe Company is not typically able to
determine VSOE or TPE, and therefore, uses estihsatiting prices to allocate revenue between temehts of the arrangement.

The Company limits the amount of revenue recognitar delivered elements to the amount that isceatingent on the future
delivery of products or services or future perfoncgobligations or subject to customer-specifiacetlation rights. The Company evaluates
each deliverable in an arrangement to determinghgh¢hey represent separate units of accountirdeli&erable constitutes a separate unit
of accounting when it has stand-alone value, andricarrangement that includes a general righ¢tofrn relative to the delivered products or
services, delivery or performance of the undelidgyeoduct or service is considered probable asdlistantially controlled by the Company.
The Company considers a deliverable to have stamtkaalue if the product or service is sold sefgdyeby the Company or another vendor
or could be resold by the customer. Further, themmae arrangements generally do not include a géright of return relative to the deliver
products. Where the aforementioned criteria fog@asate unit of accounting are not met, the dedivieris combined with the undelivered
element(s) and treated as a single unit of accogritir the purposes of allocation of the arrangdmensideration and revenue recognition.
The Company allocates the total arrangement coradida to each separable element of an arrangea@sed upon the relative selling price
of each element. Allocation of the consideratiodesermined at arrangement inception on the bésiaah unit ’ s relative selling price. In



instances where the Company has not establishedalaie for any undelivered element, revenue foelaiments is deferred until
delivery of the final element is completed andratiognition criteria are met .
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New Accounting Pronouncements
Unrecognized Tax Benefit

In July 2013, the Financial Accounting Standardafiq"FASB") issued Accounting Standards Update 204.3-11, Income Taxes
(Topic 740): Presentation of an Unrecognized Tamdsieé When a Net Operating Loss Carryforward, aiBinTax Loss, or a Tax Credit
Carryforward Exists (a consensus of the FASB Emmeré¢gsues Task Force) ("ASU 2013-11"), which presithat a liability related to an
unrecognized tax benefit would be offset agairdefarred tax asset for a net operating loss cammgial, a similar tax loss or a tax credit
carryforward if such settlement is required or etpd in the event the uncertain tax position iglthsved. In situations in which a net
operating loss carryforward, a similar tax losadax credit carryforward is not available at thparting date under the tax law of the
jurisdiction or the tax law of the jurisdiction dorot require, and the entity does not intend & thee deferred tax asset for such purpose
unrecognized tax benefit will be presented in tharfcial statements as a liability and will notdmnbined with deferred tax assets. The
amendments should be applied prospectively toraiaognized tax benefits that exist at the effectiate. Retrospective application is
permitted. ASU 2013-11 is effective for fiscal ygand interim periods beginning after DecembeR033, with early adoption permitted.
The Company has early adopted this standard ardaglaption did not have a significant impact onG@menpany’s financial position or
results of operations.

2. Acquisition of GreenLine Holding Company

On April 23, 2012 (the “GreenLine Acquisition DafeApio acquired all of the outstanding equity ae@nLine Holding Company
(“GreenLine”) pursuant to a Stock Purchase Agrediftee “GreenLine Purchase Agreement”) in ordegxpand its product offerings and
enter into new markets such as foodservice. Greenlieadquartered in Bowling Green, Ohio, was\ately-held company and is the
leading processor and marketer of value-addedhftasgreen beans in North America. GreenLine bas ffrocessing plants one each in
Ohio, Pennsylvania, Florida and California andriisttion centers in New York and South Carolina.

Under the GreenLine Purchase Agreement, the aggregasideration paid at closing consisted of $&&lBon in cash, including
$4.7 million that is held in an escrow account luBtitober 22, 2013 to secure Landec’s indemnifozatights with respect to certain matters,
including breaches of representations, warrantigscavenants.

The acquisition date fair value of the total corsadion transferred was $66.8 million, which cotesisof the following (in
thousands):

Cash $ 62,90(
Contingent consideration 3,93:
Total $ 66,83

The assets and liabilities of GreenLine were reedrat their respective estimated fair values deeflate of the acquisition using
generally accepted accounting principles for bussrmmbinations. The excess of the purchase pvieretbe fair value of the net identifiable
assets acquired has been allocated to goodwilld@iticepresents a substantial portion of the asitjon proceeds because of the workforce
in-place at acquisition and because of GreenLilogig history and future prospects. Management bedi¢hat there is further growth
potential by extending GreenLine’s product lineg® inew channels, such as club stores.

The following table summarizes the estimated falugs of GreenLine’s assets acquired and liatsldigssumed and related deferred
income taxes, effective April 23, 2012, the date @ompany obtained control of GreenLine (in thodsan

Accounts receivable, net $ 7,057
Inventories, net 1,40¢
Property and equipment 11,66¢
Other tangible assets 30¢€
Intangible assets 43,50(

Total identifiable assets acquired 63,94
Accounts payable and other liabilities (8,39))
Deferred taxes (1,87%)
Total liabilities assumed (10,26¢)

Net identifiable assets acquired 53,67¢
Goodwill 13,15¢

Net assets acquired $ 66,83
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The Company used a combination of the market astiajgproaches to estimate the fair values of tlee@rine assets acquired and
liabilities assumed.

Intangible Asset

The fair value of indefinite and finite-lived intgible assets was determined using a DCF model riardancome valuation
methodology, based on management’s five-year piojecof revenues, gross profits and operatingitsroly fiscal year and assumed a 40%
effective tax rate for each year. Management totdk account the historical trends of GreenLine thedindustry categories in which
GreenLine operates along with inflationary factetgrent economic conditions, new product introdutd, cost of sales, operating expenses,
capital requirements and other relevant data wieeneldping its projection. The Company believes thatlevel and timing of cash flows
appropriately reflect market participant assumpiorhe projected cash flows from these intangibere based on key assumptions such as
estimates of revenues and operating profits relatélde intangibles over their respective foregastods. The resultant cash flows were then
discounted using a rate the Company believes isopppte given the inherent risks associated wéithentangible asset and reflect market
participant assumptions.

The Company identified two intangible assets innemion with the GreenLine acquisition: trade naisued trademarks valued at
$36.0 million, which are considered to be indeérife assets and therefore, will not be amortized] customer base valued at $7.5 million
with a thirteen year useful life. The trade nanaelémark intangible asset was valued using the fedien royalty valuation method and the
customer relationship intangible asset was valsuuhe distributor method.

Goodwill

The excess of the consideration transferred oeefain values assigned to the assets acquiredatitities assumed was
$13.2 million on the closing date, which represé¢nésgoodwill amount resulting from the acquisitishich can be attributable to GreenLise’
long history, future prospects and the expectedatipg) synergies from combining GreenLine with Apifresh-cut, value-added vegetable
business. None of the goodwill is expected to lmkidible for income tax purposes. The Company tedt goodwill for impairment on an
annual basis or sooner, if indicators of impairnmanet present.

Deferred Tax Liabilities

The $1.9 million of net deferred tax liabilitiestéting from the acquisition was primarily relatedthe difference between the book
basis and tax basis of the intangible assets anopeeating losses that were assumed by the Conipahg acquisition.

3. Sale of Landec Ag

On June 24, 2012, Landec entered into a stock psechgreement and two licensing agreements (seeS)atith INCOTEC®
Coating and Seed Technology Companies (“INCOTE&Ngading provider of seed and coating technolaggyrcts and services to the seed
industry.

In the stock purchase agreement, Landec sold iisyeigterest in its seed subsidiary, Landec Ag LEECINCOTEC for $600,000,
which resulted in a gain of $400,000. Under accogrguidance, because the stock purchase agreevasréntered into at the same time the
license agreements were consummated (a multipteegieagreement), a portion of the gain, or $30Q,866 been deferred and will be
recognized as revenue monthly from the sale dage ttve seven year life of the Pollinator Plus®rise agreement (see Note 5). The
remaining $100,000 of the gain was recognized dutie first quarter of fiscal year 2013.
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4, Investments in non-public companies

In December 2005, Landec entered into a licensingeanent with Aesthetic Sciences for the exclusiylets to use Landec's
Intelimer® materials technology for the developmehtiermal fillers worldwide under the agreemerite TTompany received shares of
preferred stock in exchange for the license witlalaation of $1.8 million. Aesthetic Sciences sthld rights to its Smartfil™ Injector System
on July 16, 2010. Landec has evaluated its invastineAesthetic Sciences for impairment, utiliziagliscounted cash flow analysis under
terms of the purchase agreement. Based on the tériihs sale, the Company determined that its itnvest was other than temporarily
impaired and therefore, recorded an impairmentgghaf $1.0 million as of May 30, 2010. The Compamarrying value of its investment in
Aesthetic Sciences is $793,000 as of August 253 201 May 26, 2013. No additional impairment hasnba@etermined for the Company’s
investment in Aesthetic Sciences.

On February 15, 2011, Apio entered into a sharel@ase agreement (the “Windset Purchase Agreemeitti)Windset. Pursuant to
the Windset Purchase Agreement, Apio purchased@8Genior preferred shares for $15 million and @hmon shares for $201 that were
issued by Windset (the “Purchased Shares”). Thepgaoyis common shares represent a 20.1% inter&gtridset. The non-voting senior
preferred shares yield a cash dividend of 7.5% alywurhe dividend is payable within 90 days of eanniversary of the execution of the
Windset Purchase Agreement and the first two diviideayments of $1.1 million were made in May 2048 ®ay 2013. The Windset
Purchase Agreement includes a put and call optwbich can be exercised on the sixth anniversath@fVindset Purchase Agreement
whereby Apio can exercise the put to sell its Paseld Shares to Windset, or Windset can exercisgath® purchase the Purchased Shares
from Apio, in either case, at a price equal to 20df the appreciation in the fair market value dh@éet from the date of the Company’s
investment through the put and call date, pluptivehase price of the Purchased Shares. Undeeitins bf the arrangement with Windset,
the Company is entitled to designate one of fivenimers on the Board of Directors of Windset.

The investment in Windset does not qualify for égumiethod accounting as the investment does not theeriteria of in-substance
common stock due to returns through the annuatldind on t he non-voting senior preferred shardsatteanot available to the common stock
holders. As the put and call options require thecRased Shares to be put or called in equal propsrtthe Company has deemed that the
investment, in substance, should be treated amesecurity for purposes of accounting. The Camgeas adopted fair value option in the
accounting for its investment in Windset effectorethe acquisition date. The fair value of the Camyp’ s investment in Windset utilizes
significant unobservable inputs in the discountashcflow models, including projected cash flowseraie/expense growth rates and discount
rates (see Note 1) and is therefore consideredral Beinvestment for fair value measurement purpofbe Company believes that reporting
its investment at fair value provides its investwith useful information on the performance of @@mpany ’s investment and the anticipa
appreciation in value as Windset expands its besine

The fair value of the Company'’s investment in Wietdsas determined utilizing a discounted cash fio@del based on projections
developed by Windset, and considers the put andcaVversion options. These features impact thateur of the cash flow utilized to derive
the estimated fair value of the investment. Assimngtincluded in the discounted cash flow model bél evaluated quarterly based on
Windset's actual and projected operating result$etermine the change in fair value.

During both the three months ended August 25, 20iB3August 26, 2012, the Company recorded $281r08Widend income. The
change in the fair market value of the Company®atment in Windset for the three months ended Augh, 2013 and August 26, 2012 was
$5.4 million and $4.3 million, respectively, andrisluded in other income in the Consolidated Stetets of Comprehensive Income.

The Company also entered into an exclusive licagseement with Windset, which was executed in 2016, prior to
contemplation of Apio’s investment in Windset ($é&te 5).

5. Collaborative Agreements
INCOTEC

In connection with the sale of Landec Ag to INCOT&CJune 24, 2012 (see Note 3), Landec enterecistven-year exclusive
technology license and polymer supply agreemerit IRCOTEC for the use of Landec’s Intellicdapolymer seed coating technology for
male inbred corn which is sold under the Pollin&hrs label. This license does not include theafidetellicoat for the controlled release of
an active ingredient for agricultural applicatiamsich was retained by Landec. Landec will be thelwsive supplier of Pollinator Plus
polymer to INCOTEC during the term of the licenggement. Landec will receive a royalty equal t&o2ff the revenues realized by
INCOTEC from the sale of or sublicense of Pollima&®tus coatings during the first four years of dggeement and 10% for the last three y
of the agreement.
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On June 24, 2012, Landec also entered into a ®@ag-gxclusive technology license and polymer supghgement with INCOTEC
for the joint development of new polymer and unigoatings for use in seed treatment formulatiomshis agreement, Landec will receive a
value share which will be mutually agreed to byhyoarties prior to each application being developed

Air Products

In March 2006, Landec entered into an exclusivense and research and development agreement wifré@ducts and Chemicals,
Inc. (“Air Products”). In accordance with the agresnt, Landec receives 40% of the direct profit gateel from the sale of products by Air
Products occurring after April 1, 2007, that incangte Landec’s Intelimer materials.

Chiquita

The agreement with Chiquita has been renewed thr@ggember 2016 and requires Chiquita to pay argnask profit minimums 1
Landec in order for Chiquita to maintain its exdheslicense for bananas. Under the terms of theeagent, Chiquita must notify Landec
before December $of each year whether it is going to maintain itslesive license for the following calendar year #éimas agree to pay the
minimums for that year. Landec was notified in Noner 2012 of Chiquita’s desire to not maintaireitslusive license for calendar year
2013 and thus will not be required to pay the mimmgross profit for calendar year 2013. As a residt agreement has reverted to a non-
exclusive agreement in which Chiquita will pay @empany for membranes purchased and the Compaopientitled to sell its
BreatheWay packaging technology for bananas tasthe

Windset

In June 2010, Apio entered into an exclusive lieesgreement with Windset to allow for the use afdec’s proprietary breathable packag

to extend the shelf life of greenhouse grown cuacensipeppers and tomatoes (“Exclusive Productsacktordance with the agreemeijo
received and recorded a otiee upfront research and development fee of $@Wahd will receive license fees equal to 3% ofraeénue o
the Exclusive Products utilizing the proprietargdthable packaging technology, with or withoutBneatheWay® trademark. The ongoing
license fees are subject to annual minimums of $&Dfor each of the three types of exclusive pebdis each is added to the agreement. As
of August 25, 2013, two products have been addélgetagreement.

6. Stock-Based Compensation

In the three months ended August 25, 2013, the @ospecognized stock-based compensation exper§278{000 or $0.01 per
basic and diluted share, which included $170,000€stricted stock unit awards and $108,000 fatkstaption grants. In the three months
ended August 26, 2012, the Company recognized 4taskd compensation expense of $348,000 or $0rdapge& and diluted share, which
included $157,000 for restricted stock unit awaadd $191,000 for stock option grants.

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

Three Months Three Months
Ended Ended
August 25, 2013  August 26, 2012
Research and development $ 14,000 $ 110,00(
Sales, general and administrative 264,00( 238,00(
Total stock-based compensation $ 278,000 $ 348,00(

As of August 25, 2013, there was $3.1 million datainrecognized compensation expense relatedvested equity compensation
awards granted under the Landec incentive stocisplBotal expense is expected to be recognizedtbeexeighted-average period of 2.7
years for stock options and 2.3 years for restlisteck unit award:
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7. Diluted Net Income Per Share

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

Three Three
Months Months
Ended Ended
August 25, August 26,
2013 2012
Numerator:
Net income applicable to Common Stockholc $ 4,752 % 4,36¢
Denominator:
Weighted average shares for basic net income pee sh 26,45: 25,67(
Effect of dilutive securities:
Stock options and restricted stock units 62¢ 542
Weighted average shares for diluted net incomesipaire 27,08: 26,21
Diluted net income per share $ 0.1t $ 0.17

For the three months ended August 25, 2013 and $tfi) 2012, the computation of the diluted nebime per share excludes the
impact of options to purchase 256,264 shares andl29 shares of Common Stock, respectively, as isoghcts would be antidilutive for
these periods.

8. Income Taxes

The provision for income taxes for the three momthded August 25, 2013 was $2.5 million. The effectax rate for the three
months ended August 25, 2013 was 34%, compared@%of8r the first quarter of fiscal year 2013. Tliteetive tax rate for the three months
ended August 25, 2013 differs from the statutodefal income tax rate of 35% as a result of sevacabrs, including state taxes, domestic
manufacturing deductions, non-deductible stock-th@asenpensation expense and the benefit of fedachstate research and development
credits.

As of August 25, 2013 and May 26, 2013, the Compsat/unrecognized tax benefits of approximatel $dillion. Included in the
balance of unrecognized tax benefits as of Aughs2@13 and May 26, 2013 is approximately $819 29 $807,000, respectively, of tax
benefits that, if recognized, would result in ajuatment to the Company’s effective tax rate. Timenpany does not expect its unrecognized
tax benefits to change significantly within the nxelve months.

The Company has decided to classify interest andlpes related to uncertain tax positions as apmorant of its provision for
income taxes. The Company has accrued an ingignifiamount of interest and penalties relatingpéoimcome tax on the unrecognized tax
benefits as of August 25, 2013 and May 26, 2013.

Due to tax attribute carryforwards, the Compangubject to examination for tax years 1997 forward .S. tax purposes. T
Company is also subject to examination in varidategurisdictions for tax years 1998 forward, nohevhich were individually material.

9. Inventories

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

August 25, May 26,
2013 2013
Finished goods $ 12,82 $ 11,297
Raw materials 8,77¢ 9,29(
Work in progress 2,98¢ 3,52¢
Total $ 24,58¢ $ 24,11
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10. Debt
Long-term debt consists of the following (in tisands):
August 25, 2013 May 26, 2013

Real estate loan agreement with General Electnmt&laCorporation

(“GE Capital”); due in monthly principal and intstgpayments of

$133,060 through May 1, 2022 with interest based éred rate of

4.02% per annum $ 16,837 $ 17,06¢
Capital equipment loan with GE Capital; due in nmbyprincipal and

interest payments of $175,356 through May 1, 2019 interest based on ¢

fixed rate of 4.39% per annum 10,67¢ 11,08(
Term note with BMO Harris Bank N.A. (“BMO Harris"ffue in monthly

payments of $250,000 through May 23, 2016 withregepayable

monthly at LIBOR plus 2% per annum 8,25( 9,00(
Industrial revenue bonds (“IRBs”) issued by Lifegptdue in annual

payments through 2020 with interest at a variasie set weekly by the

bond remarketing agent (0.26% and 0.38% at Aughis?@13 and May

26, 2013, respectively) 3,16( 3,16(
Total 38,92: 40,30¢
Less current portion (5,967 (5,939
Long-term portion $ 32,96. $ 34,37

In addition to entering into the GE Capital redbés and equipment loans mentioned above, on 2Bri2012 in connection with the
acquisition of GreenLine, Apio also entered intiiva-year, $25.0 million asset-based working cdp#&olving line of credit, with an interest
rate of LIBOR plus 2%, with availability based dretcombination of the eligible accounts receivalld eligible inventory (availability was
$14.4 million at August 25, 2013). Apio’s revolvifige of credit has an unused fee of 0.375% peuanmit August 25, 2013 and May 26,
2013, Apio had $1.1 million and $4.0 million, respeely, outstanding under its revolving line oé&dit.

The GE Capital real estate, equipment and lineeditagreements (collectively the “GE Debt Agreais® are secured by liens on
all of the property of Apio and its subsidiariefieTGE Debt Agreements contain customary eventsfaiult under which obligations could
accelerated or increased. The GE Debt Agreemeatguamranteed by Landec and Landec has pledgeglity énterest in Apio as collateral
under the agreements. The GE Debt Agreements ooriiatomary covenants, such as limitations on liilgyato (1) incur indebtedness or
grant liens or negative pledges on Apio’s ass@jsm@ke loans or other investments; (3) pay divildesell stock or repurchase stock or other
securities; (4) sell assets; (5) engage in mer@@ygnter into sale and leaseback transactiors(@nmake changes in Apio’s corporate
structure. In addition, Apio must maintain a minmmfixed charge coverage ratio of not less than 101D0. Apio was in compliance with all
financial covenants as of August 25, 2013. Unarpedtiloan origination fees for the GE Debt Agreermevire $1.1 million and $1.2 million
at August 25, 2013 and May 26, 2013, respectivaig, are included in other assets in the ConsotidB#dance Sheets. Amortization of loan
origination fees recorded to interest expensehfertiree months ended August 25, 2013 and Augu&®@e@ were $47,000 and $46,000,
respectively.

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

1) A Credit and Security Agreement (the “Creditrdgment”) which includes (a) a one-year, $10.0iomlbhsset-based working capital
revolving line of credit, with an interest rateldBOR plus 1.85%, with availability based on thedmnation of Lifecore’s eligible
accounts receivable and inventory balances (avitijewas $8.0 million at August 25, 2013) and witb unused fee (at August 25,
2013 and May 26, 2013, no amounts were outstandidgr the line of credit) and (b) a $12.0 milli@nnh loan which matures in four
years due in monthly payments of $250,000 withreegepayable monthly based on a variable inteetstaf LIBOR plus 2% (th
“Term Loan”).

2) A Reimbursement Agreement pursuant to which BiN#Dris caused its affiliate Bank of Montreal teus an irrevocable letter of
credit in the amount of $3.5 million (the “Letter@redit”) which is securing the IRB described helo
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The obligations of Lifecore under the Lifecore Lodgreements are secured by liens on all of thegntgpf Lifecore. The Lifecore
Loan Agreements contain customary covenants, ssiiméations on the ability to (1) incimdebtedness or grant liens or negative pledge
Lifecore’s assets; (2) make loans or other inveats€3) pay dividends or repurchase stock or adbeurities; (4) sell assets; (5) engage in
mergers; (6) enter into sale and leaseback transac{7) adopt certain benefit plans; and (8) metk@nges in Lifecore’s corporate structure.
In addition, under the Credit Agreement, Lifeconesthmaintain (a) a minimum fixed charge coveragie k& 1.10 to 1.0 and a minimum
quick ratio of 1.25 to 1.00, both of which mustdadisfied as of the end of each fiscal quarter cenuaimg with the fiscal quarter ending
August 26, 2012 and (b) a minimum tangible net tvoit$29,000,000, measured as of May 26, 2013 aaraf the end of each fiscal year
thereafter. Lifecore was in compliance with alldittial covenants as of August 25, 2013. Unamortiaad origination fees for the Lifecore
Loan Agreements were $136,000 and $149,000 at Al 2013 and May 26, 2013, respectively, andrarleded in other assets in the
Consolidated Balance Sheets. Amortization of loagirtation fees recorded to interest expense foin boree months ended August 25, 2013
and August 26, 2012 was $13,000.

The market value of the Company’s debt approximigda®corded value as the interest rate on ealhidistrument approximates
current market rates.

The Term Loan was used to repay Lifecore’s formedit facility with Wells Fargo Bank, N.A. (“WellBargo”).The Letter of Cred
(which replaces a letter of credit previously pa®d by Wells Fargo) provides liquidity
and credit support for the IRBs.

On August 19, 2004, Lifecore issued variable ratRistrial revenue bonds (“IRBs”) which were assutmgdlandec in the
acquisition of Lifecore. The IRBs are collateratizgy a bank letter of credit which is secured biyst mortgage on the Company’s facility in
Chaska, Minnesota. In addition, the Company paysnaual remarketing fee equal to 0.125% and ananetter of credit fee of 0.75%. The
maturities on the IRBs are held in a sinking fundaaunt, recorded in other assets in the accompgr@imsolidated Balance Sheets, and are
paid out each year on Septembét.1

11. Derivative Financial Instruments

In May 2010, the Company entered into a five-yasgrest rate swap agreement under its prior ceggléement with Wells Fargo,
which expires on April 30, 2015. The interest mt&ap was originally designated as a cash flow hedfl@igture interest payments of LIBOR
and had a notional amount of $20 million. As a leslthe interest rate swap transaction, the Camigixed for a fiveyear period the intere
rate at 4.24% subject to market based interesris®n $20 million of borrowings under the credifreement with Wells Fargo. The
Company’s obligations under the interest rate streapsaction as to the scheduled payments were mjeachand secured on the same basis a:
its obligations under the credit agreement with [g/E&rgo at the time the agreement was consummipexh entering into the new Term
Loan with BMO Harris, the Company used the procdaata that loan to pay off the Wells Fargo creditifity. The swap with Wells Fargo
was not terminated upon the extinguishment of #i# diith Wells Fargo. As a result of extinguishthg debt with Wells Fargo as of May .
2012, the swap was no longer an effective hedgetardfore, the fair value of the swap at the tiheedebt was extinguished of $347,000
was reversed from other comprehensive income aratded in other expense during fiscal year 2012. fair value of the swap arrangement
as of August 25, 2013 and May 26, 2013 was $123a0@0$163,000, respectively, and is included iro#tcrued liabilities in the
accompanying Consolidated Balance Sheets.

12. Related Party

The Company provides cooling and distribution sssito both a farm and Beachside Produce LLC ("Bsde"), a commodity
produce distributor, in which the Chairman of Api@s a farming and ownership interest, respectivédyring the three months ended Auc
25, 2013 and August 26, 2012, the Company recodnmizeenues of $580,000 and $953,000, respectiwdlich have been included in
product sales and in service revenues in the acaoyipy Consolidated Statements of Comprehensivaiec from the sale of products and
providing cooling services to these parties. Thateel receivable balances of $205,000 and $67la6®ihcluded in accounts receivable in
accompanying Consolidated Balance Sheets as ofsa@$) 2013 and May 26, 2013, respectively.

Additionally, unrelated to the revenue transactiabeve, the Company purchases produce from Beagtsifdrm in which the
Chairman of Apio has an ownership interest, andda&n for sale to third parties. During the threenthe ended August 25, 2013 and August
26, 2012, the Company recognized cost of produessH $1.9 million and $2.2 million, respectivelyhich have been included in cost of
product sales in the accompanying Consolidatea®&tts of Comprehensive Income, from the saleadymts purchased from these parties.
The related accounts payable of $297,000 and $@86 6 included in related party accounts payabtee accompanying Consolidated
Balance Sheets as of August 25, 2013 and May 2&3,2@spectively.
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All related party transactions are monitored quértey the Company and approved by the Audit Corteriof the Board of
Directors.

13. Stockholders’ Equity

During the three months ended August 25, 2013Cthmpany granted options to purchase 291,500 sbaresnmon stock and
128,631 of restricted stock unit awards.

As of August 25, 2013 the Company has reservednillibn shares of Common Stock for future issuaunder its current and
former equity plans.

On July 14, 2010, the Company announced that tleedBaf Directors of the Company had approved thadishment of a stock
repurchase plan authorizing the repurchase of $i@omillion of the Company’s Common Stock. The @amy may repurchase its common
stock from time to time in open market purchaseis @rivately negotiated transactions. The timimg actual number of shares repurchas
at the discretion of management of the Companyahdepend on a variety of factors, including stguice, corporate and regulatory
requirements, market conditions, the relative ativaness of other capital deployment opportunitied other corporate priorities. The stock
repurchase program does not obligate Landec taracauy amount of its common stock and the progreay be modified, suspended or
terminated at any time at the Company's discretitimout prior notice. During the three months endedjust 25, 2013, the Company did not
purchase any shares on the open market.

Consolidated Statements of Changes in StockholderEquity (in thousands, except share amounts):

August 25, 2013

Common Stock Shares

Balance at May 26, 2013 26,402,24
Stock options exercised, net of shares tendered 36,83¢
Vested restricted stock units, net of shares textler 39,72¢
Balance at August 25, 2013 26,478,80

Common Stock

Balance at May 26, 2013 $ 26
Stock options exercised, net of shares tendered —
Vested restricted stock units, net of shares textler —

Balance at August 25, 2013 $ 26
Additional Paid-in Capital

Balance at May 26, 2013 $ 126,25¢
Stock options exercised, net of shares tendered 25C
Vested restricted stock units, net of shares tester —
Taxes incurred by Company for RSUs vested (289
Stock-based compensation expense 27¢
Tax-benefit from stock based compensation expense —
Balance at August 25, 2013 $ 126,50:
Retained Earnings

Balance at May 26, 2013 $ 52,40¢
Net income 4,752
Balance at August 25, 2013 $ 57,16
Non controlling Interest

Balance at May 26, 2013 $ 1,721
Non controlling interest in net incon 5¢
Distributions to non controlling interest —
Balance at August 25, 2013 $ 1,78(

14. Business Segment Reporting

The Company manages its business operations thtbogg strategic business units. Based upon tbenation reported to the chief
operating decision maker, who is the Chief Exeau@fficer, the Company has the following reporta@gments : the Food Products



Technology segment, the Food Export segment anHyh&ironan-based Biomaterials segment.
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The Food Products Technology segment markets arid ppecialty packaged whole and fresh-cut fruit eegetables, the majority
of which incorporate the BreatheWay specialty pgakgfor the retail grocery, club store and foodvaes industry. In addition, the Food
Products Technology segment sells BreatheWay paukag partners for non-vegetable products. ThedHexport segment consists of
revenues generated from the purchase and salewdndy whole commaodity fruit and vegetable produttt Asia and domestically. The HA-
based Biomaterials segment sells products utilihiyejuronan, a naturally occurring polysaccharidd ts widely distributed in the
extracellular matrix of connective tissues in batfimals and humans, for medical use primarily ex@phthalmic, Orthopedic and Veterinary
markets. Corporate licenses Landec’s patenteditdet® seed coatings to the farming industry doerses the Company’s Intelimer
polymers for personal care products and other imidproducts. The Corporate segment also inclggeeral and administrative expenses,
non-Food Products Technology and non HA-based Blierads interest income and income tax expenseginBig in fiscal year 2013, the
Food Products Technology, the Food Export and tyeduflonan-based Biomaterials segments include elsgfiay corporate services and tax
sharing allocated from the Corporate segment. Athe assets of the Company are located withiriiéed States of America. The
Company’s international sales were as follows (itians):

Three Months Ended
August 25, 201 August 26, 201

Taiwan $ 12.C $ 12.¢

Canada $ 94 $ 6.2

Japan $ 32 % 3.1

Indonesia $ 25 % 6.1

Belgium $ 12 % 3.C

All Other Countries $ 6. $ 5.C

Operations and identifiable assets by business eeigoonsisted of the following (in thousands):
Food Product HA-based

Three Months Ended August 25, 2C Technology Food Export  Biomaterials Corporate TOTAL
Net sales $ 79,43t $ 21,39¢ $ 8,581 $ 58 $ 109,47¢
International sales $ 9,47¢ $ 21,38¢ % 4377 $ — % 35,24
Gross profit $ 8,881 $ 1,208 $ 2,38¢ $ 58 $ 12,53:
Net income (loss $ 7,26¢ $ 27¢ % (376¢) $ (2,419 $ 4,75
Depreciation and amortization $ 1,22: % 1 $ 584 $ 35 $ 1,842
Dividend Income $ 281 $ — 3% — 3 — $ 281
Interest income $ 4 % — % 56 $ — % 60
Interest expense $ 37¢ $ — % 5 $ — 3 431
Income tax expense $ 50t $ 78 $ (206) $ 1,99¢ $ 2,47¢
Three Months Ended August 26, 2(
Net sales $ 68,63. $ 25,35¢ $ 797 % 11z $ 102,07-
International sales $ 6,22: $ 2531 $ 480: $ — % 36,33¢
Gross profit $ 9,94: $ 1,347 $ 2,366 $ 11z $ 13,76
Net income (loss $ 591¢ $ 30¢ $ (3129 $ 1,549 $ 4,36¢
Depreciation and amortization $ 1,23¢ % 1 % 58 % 36 $ 1,85¢
Dividend Income $ 281 $ — 3 — 3 — $ 281
Interest income $ 1% — % 25 $ — % 26
Interest expense $ 458§ — % 86 $ — 3 541
Income tax expense $ 1,972 $ 10z $ (104 $ 594 $ 2,56¢

During the three months ended August 25, 2013 amgliét 26, 2012, sales to the Company’s top fivéocners accounted for 44%
and 36%, respectively, of revenues with the Comjsaimp two customers from the Food Products Teagobkegment accounting for 20%
and 12% for the three months ended August 25, 208312% and 12% for the three months ended Augys2@12, respectively. The
Company expects that, for the foreseeable futuliejited number of customers may continue to actémna significant portion of its net
revenues.

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

The following discussion should be read in conjiorctvith the unaudited consolidated financial stegaets and accompanying notes
included in Part I-Iltem 1 of this Form 10-Q and thelited consolidated financial statements andrapeaying notes and Management's



Discussion and Analysis of Financial Condition &webults of Operations included in Landec’s Annuap®&t on Form 10-K for the
fiscal year ended May 26, 2013.
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Except for the historical information containeddiar the matters discussed in this report are faivi@oking statements within the
meaning of Section 21E of the Securities Exchangteof1934. These forward-looking statements ingatertain risks and uncertainties that
could cause actual results to differ materiallynirthose in the forward-looking statements. Potérisks and uncertainties include, without
limitation, those mentioned in this Form 10-Q ahdse mentioned in Landec’s Annual Report on ForrKX0r the fiscal year ended May :
2013. Landec undertakes no obligation to updatevase any forward-looking statements in orderetitect events or circumstances that may
arise after the date of this report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to the Congparitytal accounting policies which are includeutl @escribed in the Form 10-
for the fiscal year ended May 26, 2013 filed while Securities and Exchange Commission on Augu 53.

The Company

Landec Corporation and its subsidiaries (“Landecthe “Company”) design, develop, manufacture aiddifferentiated products
for food and biomaterials markets and license teldgy applications to partners. The Company haspweprietary polymer technology
platforms: 1) Intelimer® polymers, and 2) hyaluror{8HA") biopolymers. The Company’s HA biopolymease proprietary in that they are
specially formulated for specific customers to nmstdtt regulatory requirements. The Company'’s pay technologies, along with its
customer relationships and trade names, are tmel&tion, and a key differentiating advantage upbicivLandec has built its business. The
Company sells specialty packaged branded Eat SmdrGreenLine and private label fregit-vegetables and whole produce to retailers,
stores and foodservice operators, primarily intingded States, Canada and Asia through its Apio, (fApio”) subsidiary and sells HAase!
biomaterials through its Lifecore Biomedical, Iift.ifecore”) subsidiary.

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

Landec’s wholly-owned subsidiary, Apio, Inc. (“Agjpoperates our Food Products Technology businelsish combines our
proprietary BreatheWay® food packaging technologty whe capabilities of a large national food sigapand value-added produce processor
which sells products under the Eat Smart® and QGuiee® brands. In Apio’s value-added operationsdpice is processed by trimming,
washing, mixing, and packaging into bags and tthgsin most cases incorporate Landec’s Breatheaybrane technology. The
BreatheWay membrane increases shelf life and redsluénk (waste) for retailers and, for certaindarcts, eliminates the need for ice during
the distribution cycle and helps to ensure thasoarers receive fresh produce by the time the ptadakes its way through the supply ch:
Apio also licenses the BreatheWay technology toneas such as Chiquita Brands International, If€higuita”) for packaging and
distribution of bananas and to Windset Holding 20id), a Canadian corporation (“Windset”"), for pagkng of greenhouse grown
cucumbers, peppers and tomatoes.

Apio also operates the Food Export business thrasgubsidiary, Cal Ex Trading Company (“Cal-ExThe Export business
purchases and sells whole fruit and vegetable mtsdaredominantly to Asian markets.

Landec’s wholly-owned subsidiary, Lifecore Biomeaadjdnc. (“Lifecore”), operates our HA-based Biomadls business and is
principally involved in the development and mantiiae of products utilizing hyaluronan, a naturaltcurring polysaccharide that is widely
distributed in the extracellular matrix of connegettissues in animals including humans. Lifecopetzducts are sold worldwide for use
primarily in three medical areas: (1) Ophthalmi), Qrthopedic and (3) Veterinary. In addition, Icéee provides specialized aseptic fill and
finish services in a cGMO validated manufacturiagility for supplying commercial, clinical and pcénical products. Lifecore also supplies
limited quantities of HA, and raw materials to @mers pursuing other medical applications, sucheathetic surgery, medical device
coatings, tissue engineering and pharmaceuticédtxdre leverages its fermentation process to natufe premium, pharmaceutical-grade
HA, and uses its aseptic filling capabilities toyide private-labeled HA finished goods to its omsérs. Furthermore, Lifecore manufactures
and sells it own HA-based finished goods in sevieraign markets. Lifecore is known as a premiumppsier of HA with expertise in
formulation and filling of difficult to handle pragtts. Its name recognition allows Lifecore to attr@ew customers and sell new products and
offer its services with a minimal marketing andesaihfrastructure.
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Landec also develops proprietary polymer technelgind applies them in a wide range of applicatioclading seed coatings and
treatments, controlled release systems, persoralpraducts and pressure sensitive adhesives. Hpgsieations are commercialized through
partnerships with third parties resulting in licexgsand royalty revenues. For example, INCOTEC kgdNorth America, Inc. (“INCOTEQ’
has an exclusive license to our Intellicoat® sesating and treatments technology, Air Products@hemicals, Inc. (“Air Products”) has an
exclusive license to our Intelimer polymers forqmral care products and Nitta Corporation (“Nitt&®nses Landec’s proprietary pressure
sensitive adhesives for use in the manufacturdesfrenic components by their customers.

Landec was incorporated on October 31, 1986. Wepbzied our initial public offering in 1996 and cdommon Stock is listed on
The NASDAQ Global Select Market under the symbdNC.” Our principal executive offices are locatd¢B&03 Haven Avenue, Menlo
Park, California 94025 and our telephone numb&?3¢) 306-1650.

Description of Core Business

Landec participates in three core business segmemtsl Products Technology, Food Export and Hyalambased Biomaterials.

Landec Corporation

Proprietary Polymer Science Technology

Food Products
Technology

Food Export HA-based Biomaterials

Food Products Technology Business

Based in Guadalupe, California, Apio’s primary lmesis is fresh-cut and whole value-added produatsapity packaged in our
proprietary BreatheWay packaging. The fresh-cuterldded products business markets a variety gliftat and whole vegetables to the top
retail grocery chains, club stores and food sergfperators. During the fiscal year ended May 2832@pio shipped approximately twenty-
eight million cartons of produce to its customén®ughout North America, primarily in the Uniteda&is.

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

Value-Added Supplier: Apio has structured its business as a marketesealher of branded and private label fresh-cut ahdlevvalue-
added produce. It is focused on selling productieuits Eat Smart and GreenLine brands and priabt brands for its fresh-cut
and whole value-added products. As retail groclaijrts, club stores and food service operators diolas®, Apio is well positioned
as a single source of a broad range of products.

Reduced Farming Risks:Apio reduces its farming risk by not taking ownepsbf farmland, and instead, contracts with growfers
produce and during certain times of the year ernit¢ogoint ventures with growers for produce. Near-round sourcing of produce
is a key component to the fresh-cut and whole valiged processing business.

Access to Customer BaseApio has strategically invested in the rapidly ginogvfresh-cut and whole value-added business. Apialue-
added processing plant in Guadalupe, CA, is autednatth state-of-the-art vegetable processing eqaig. Apio operates one large
central processing facility in one of the lowesstogrowing regions in California, the Santa Marial®y, and for the majority of its
non-green bean vegetable business, use its pagkeginnology for nationwide delivery. With the aisifion of GreenLine, Apio
now has three East Coast processing facilitiesfimadeast Coast distribution centers for nationwitidivery of green beans and
recently Apio began processing non-green bean ptedin one of our East Coast processing facilibemeet the next day delivery



needs of customers.

Expanded Product Line Using Technology and Unique Bnds: Apio, through the use of its BreatheWay packageuphology, is
introducing new value-added products each yearsd hew product offerings range from various sifdgesh-cut bagged products,
to vegetable trays, to whole produce, to vegetsblads and snack packs. During the last twelve Imsoitpio has introduced eleven
new unique products.
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Products Currently in 80% of U.S. Retail Grocery Sbres: With the acquisition of GreenLine, Apio now hasduots in approximately
80% of all U.S. retail grocery stores. This givgadthe opportunity to cross sell Eat Smart valddeal products to GreenLine
customers and GreenLine value-added products t&iBatt customers.

Apio established its Apio Packaging division in 8G0 advance the sales of BreatheWay packagingodatyy for shelflife sensitive
vegetables and fruit to third party partners o@sifiApio’s core value-added business. The Comgaspecialty packaging for case liner
products extends the shelf life of certain prodom@modities up to 50%. This shelf life extension eaable the utilization of alternative
distribution strategies to gain efficiencies orate@mew markets while maintaining product qualitgtte end customer.

Apio Packaging'’s first program has concentratedhamanas and was formally consummated when Apigezhtato an agreement to
supply Chiquita with its proprietary banana packggiechnology. This global agreement applies taifening, conservation and shelf-life
extension of bananas. The BreatheWay packagingadmdpy extends the shelf-life of bananas by appnately ten days.

In June 2008, Apio entered into a collaboratioreagrent with Seminis Vegetable Seeds, Inc., a wimllged subsidiary of
Monsanto Company (“Monsanto”), to develop noveldeali and cauliflower products for the exclusivéeday Apio in the North American
market. These novel products are packaged in Lamgeaprietary BreatheWay packaging and commesadlds started in 2012 under
Monsanto’s Beneforte® brand to retail grocery alut store chains.

In June 2010, Apio entered into an exclusive lieemgreement with Windset for Windset to utilize dao's proprietary breathable
packaging to extend the shelf life of greenhoussvgrcucumbers, peppers and tomatoes. Commercés sbWindset peppers in
BreatheWay packaging have recently begun.

On February 15, 2011, Apio entered into a sharelase agreement (the “Purchase Agreement”) withd¥éin Pursuant to the
Purchase Agreement, Apio purchased 150,000 seréterped shares for $15 million and 201 commoneshéor $201 (the “Purchased
Shares”). The Company’s common shares represehtl&dnterest in Windset. The non-voting seniofgnred shares yield a cash dividend
of 7.5% annually. The dividend is payable withind#ys of each anniversary of the execution of tnelitase Agreement. The Purchase
Agreement includes a put and call option, which lsarexercised on the sixth anniversary of the Ragel\greement whereby Apio can
exercise the put to sell its Purchased Shares mul¥®t, or Windset can exercise the call to purcttes®urchased Shares from Apio, in either
case, at a price equal to 20.1% of the appreciatitime fair market value of Windset from the datéhe Company’s investment through the
put/call date, plus the purchase price of the Fagetl Shares. Under the terms of the arrangemdniViiidset, the Company is entitled to
designate one of five members on the Board of Borswmf Windset.

Food Export Business

Food Export revenues consist of revenues genefiatedthe purchase and sale of primarily whole corditydruit and vegetable
products primarily to Asia through Apio’s exportnepany, Cal-Ex. The Food Export business is a biiydssiness that realizes a margin on
average in the 5-8% range.

Hyaluronan-based Biomaterials Business
Our HA-based Biomaterials business, operated thrawg Lifecore subsidiary, was acquired by Landedpril 30, 2010.

Lifecore uses its fermentation process and asépticulation and filling expertise to be a leadethie development of HA-based
products for multiple applications and to take adage of non-HA device and drug opportunities whelerage its expertise in
manufacturing and aseptic syringe filling capaieitit Elements of Lifecore’s strategy include thiéofeing:

» Establish strategic relationships with market leexd&ifecore will continue to develop applications fmoducts with partners
who have strong marketing, sales and distributapabilities to end-user markets. Through its stn@pyitation and history of providing
premium HA products, Lifecore has been able toldistalong-term relationships with the market lemgdophthalmology and orthopedics
companies.

» Expand medical applications for HADue to the growing knowledge of the unique chiatastics of HA, and the role it plays in
normal physiology, Lifecore continues to identifydgpursue further uses for HA in other medical &mgions, such as wound care, aesthetic
surgery, drug delivery, device coatings and phasuticals. Further applications may involve expaggnocess development activity and/or
additional licensing of technology.
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»  Utilize manufacturing infrastructure to pursue c@tt aseptic filling and fermentation opportunitiésfecore is currently
utilizing its manufacturing capabilities to providentract services for customers related to speelaseptic filling, fermentation and
purification and continues to seek new opportusif@ contract services.

* Maintain flexibility in product developmentdasupply relationshipd.ifecore’s vertically integrated development and
manufacturing capabilities allow it to establishaaiety of contractual relationships with globatpaorate partners. Lifecore’s role in these
relationships extends from supplying HA raw matsrta manufacturing of aseptically-packaged, fiedisterile products to developing and
manufacturing its own proprietary products.

Other Non-Core Businesses
Seeds Business — Intellicoat Seed Coatings

Landec developed Intellicoat seed coating appticatiare designed to control seed germination timimggease crop yields, reduce
risks and extend crop-planting windows. Pollind®tus® coatings, commercialized by Landec over ade@go, are currently available on
male inbred corn used by seed companies as a migthspreading pollination to increase yields aaduce risk in the production of hybrid
seed corn. This business was sold to INCOTEC ie 2012.

Industrial Materials and Adhesivt

Landec’s industrial product development strategyfes on coatings, catalysts, resins, additivesdhdsives in the polymer
materials market. During the product developmeagestthe Company identifies corporate partnersippart the ongoing development and
testing of these products, with the ultimate gddicensing the applications at the appropriateetifihe Company licensed it proprietary
pressure sensitive adhesives to Nitta for useédmthnufacturing of electronic components by thegtemers and the Company has licensed
its latent thermoset catalysts technology to AodRicts and Chemicals, Inc. for use in thermosemnéstees such as epoxy, polyurethane, and
unsaturated polyester.

Personal Care and Cosmetic Applicatic

Landec’s personal care and cosmetic applicatiogasesfy is focused on supplying Intelimer materialsdustry leaders for use in
lotions and creams, as well as color cosmeticstitiks and hair care. The Company's exclusive ntiadk@artner, Air Products, is currently
shipping products to L'Oreal, Mentholatum, Louisdiier, Aris Cosmetics and other companies for usetions and creams. The rights to
develop and sell Landec’s polymers for persona paoducts were licensed to Air Products in Mar@B&along with the latent catalyst
rights. The Company’s Intelimer polymers are cutlgeim over 50 personal care products worldwide.

Results of Operations

Revenuegin thousands):

Three months Three months
ended 8/25/13 ended 8/26/12 Change
Food Products Technology 79,43¢ 68,63: 16%
Food Export 21,39¢ 25,35¢ (1€%)
Total Apio 100,83 93,98¢ 7%
HA-based Biomaterials 8,587 7,97 8%
Corporate 58 112 (48%)
Total Revenues $ 109,47¢ $ 102,07: 7%

Food Products Technology (Apio)

Apio’s value-added revenues consist of revenuesrgéed from the sale of specialty packaged frestaed whole value-added
processed vegetable products that are washed akdgeal in our proprietary packaging and sold udgego’s Eat Smart and GreenLine
brands and various private labels. In additionygeddded revenues include the revenues generatedpio Cooling, LP, a vegetable
cooling operation in which Apio is the general partwith a 60% ownership position and from the sélBreatheWay packaging to license
partners.
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The increase in Apio’s value-added revenues foththee months ended August 25, 2013 compared tirgheuarter of last year
was primarily due to a 13% increase in unit volwsakes resulting primarily from expanded producenffgs and an 11% unit volume incre
in the fresh-cut vegetable category coupled with peoduct introductions which typically have a héglprice per unit than older offerings.

Food Export (Apio)

Apio export revenues consist of revenues genefadetthe purchase and sale of primarily whole corditydfruit and vegetable
products to Asia by Cal-Ex. Apio records revenueagto the sale price to third parties becausskies title to the product while in transit.

The decrease in revenues in Agi@xport business for the three months ended A$y2013 compared to the same period last
was due to an 8% decrease in unit volume salesaphinas a result of new Indonesian import quotagrait and less favorable pricing for
export products during the first quarter of fisgahr 2014 compared to the same period last yemapity due to mix changes to lower priced
export products.

HA-based Biomaterials (Lifecore)

Lifecore principally generates revenue throughsale of products containing HA. Lifecore primamsiglls products to customers in
three medical areas: (1) Ophthalmic, which repreegsbapproximately 70% of Lifecore’s revenues icdisyear 2013, (2) Orthopedic, which
represented approximately 20% of Lifecore’s revarindiscal year 2013 and (3) Veterinary/Other.

The increase in Lifecore’s revenues for the threatims ended August 25, 2013 compared to the sanmpast year was due to a
42% increase in revenues in Lifecore’s aseptimlbusiness from the timing of increased salesxtsting customers partially offset by a
39% decrease in revenues in Lifecore’s fermentdiiginess for Ophthalmic products due to the tinmhghipments within fiscal year 2014
compared to fiscal year 2013.

Corporate

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

The decrease in Corporate revenues for the thre¢hmended August 25, 2013 compared to the sanmdpafrthe prior year was
not significant.

Gross Profit (in thousands):

Three months Three months
ended 8/25/13 ended 8/26/12 Change
Food Products Technology 8,881 9,947 (11%)
Food Export 1,20¢ 1,34¢ (10%)
Total Apio 10,08¢ 11,28¢ (11%)
HA-based Biomaterials 2,38¢ 2,36¢ 1%
Corporate 58 112 (48%)
Total Gross Profit $ 12,53: $ 13,76: (9%)

General

There are numerous factors that can influence gnad# including product mix, customer mix, manciiaring costs, volume, sale
discounts and charges for excess or obsolete ionerb name a few. Many of these factors influeocare interrelated with other factors.
The Company includes in cost of sales all of thetscelated to the sale of products in accordanteWsS. generally accepted accounting
principles. These costs include the following: raaterials (including produce, seeds, packagingnggs and fermentation and purification
supplies), direct labor, overhead (including indirabor, depreciation, and facility related costs)l shipping and shipping-related costs. The
following are the primary reasons for the changegross profit for the three months ended Augus?®33 compared to the same period last
year as outlined in the table abo
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Food Products Technology (Apio)

The decrease in gross profit for Apio’s value-addegdetable business for the three months endedsa@fiy 2013 compared to the
same period last year was primarily due to a seatidrease in lower margin food service sales duttie quarter and higher than expected
raw produce sourcing cost from lower yields dubeavy rains in the Midwest and along the East Caadtcooler than normal temperatures
in California which reduced Apio’s gross profit Bpproximately $2.0 million, partially offset by tlgeoss profit generated from the 11%
increase in revenues.

Food Export (Apio)

Apio’s export business is a buy/sell business tthalizes a commission-based margin in the 5-8%eahige decrease in gross profit
for Apio’s export business during the three momhded August 25, 2013 compared to the same persdbgéar was due to the 15% decrease
in revenues. The 15% decrease in revenues wasrhigdrethe decrease in gross profit because ditblifavorable product mix changes to
higher margin products which resulted in a higheisg margin during the first quarter of fiscal y8@d4 of 5.6% compared to a gross margin
of 5.3% during the first quarter of fiscal year 301

HA-based Biomaterials (Lifecore)

The increase in gross profit during the three meetided August 25, 2013 compared to the same pasbgear was due to the 8%
increase in revenue partially offset by a produist change to greater sales of lower margin asdptitidled products compared to higher
margin fermentation products.

Corporate

The decrease in Corporate gross profit for theetimenths ended August 25, 2013 compared to the parra of the prior year was
not significant.

Operating Expensegin thousands):

Three months Three months
ended 8/25/13 ended 8/26/12 Change
Research and Development:
Apio $ 27t % 32¢ (1€%)
Lifecore 1,30¢ 1,14¢ 14%
Corporate 34¢ 727 (52%)
Total R&D $ 1,92¢ $ 2,20¢ (12%)
Selling, General and Administrative:
Apio $ 525¢ § 5,48¢ (4%)
Lifecore 1,09t 1,27z (14%)
Corporate 2,28z 1,79¢ 27 %
Total S;G&A $ 8,63C $ 8,55¢ 1%

Research and Development (R&D)

Landec’s research and development consisted pfinedrproduct development and commercializatiotiatives. Research and
development efforts at Apio are focused on the Gaomyfs proprietary BreatheWay membranes used fdkgmang produce, with a focus on
extending the shelf-life of sensitive vegetabled fnit. In the Lifecore business, the research dexklopment efforts are focused on new
products and applications for HA-based biomateriads Corporate, the research and developmentigffioe primarily focused on supporting
the development and commercialization of new prtsland new technologies in our food and HA busiegss

The decrease in R&D expenses for the three momithsceAugust 25, 2013 compared to the same persbgdmr was primarily due
to a decrease in Corporate R&D because of the Coynpansitioning away from R&D and licensing coltethtions to focusing R&D efforts

on its core Apio and Lifecore businesses.

Selling, General and Administrative



Selling, general and administrative (“*S,G&A") exges consist primarily of sales and marketing expeassociated with Landec’s
product sales and services, business developmpathsas and staff and administrative expenses.
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The increase in S,G&A expenses for the three maerhed August 25, 2013 compared to the same pasbgiear was not
significant.

Other (in thousands):

Three months Three months

ended 8/25/13 ended 8/26/12 Change
Dividend Income $ 281 $ 281 —
Interest Income $ 60 $ 26 131%
Interest Expense $ (431 $ (547) (20%)
Other Income $ 5,400 $ 4,25¢ 27%
Income Taxes $ (2,475 $ (2,56%) (4%)
Non-controlling interest $ 59 $ (97) (39%)

Dividend Income

Dividend income is derived from the dividends aectwn our $15 million preferred stock investmeriimdset which yields a cash
dividend of 7.5% annually. There was no changeviddnd income for the three months ended Augus2P33 compared to the same period
last year.

Interest Income

The decrease in interest income for the three nsoerkled August 25, 2013 compared to the same dasbyear was not significa

Interest Expense

The decrease in interest expense during the thosths ended August 25, 2013 compared to the sanmlpast year was due to the
Company paying down its debt by $13.5 million sittee end of the first quarter of fiscal year 2013.

Other Income (Expense)

The increase in other income is due to the incraatfee fair market value of our Windset investment

Income Taxes

The decrease in the income tax expense is due teffibctive tax rate decreasing to 34% during itts¢ quarter of fiscal year 2014
compared to 37% during the first quarter of lastrygartially offset by a 4% increase in net incdméore taxes during the three months er
August 25, 2013 compared to the same period last ye

Non-controlling Interest

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

The decrease in the non-controlling interest ferttiree months ended August 25, 2013 comparecktiirth quarter of last year was
not significant.

Liquidity and Capital Resources

As of August 25, 2013, the Company had cash and egsivalents of $8.9 million, a net decrease o8%dillion from $13.7 million
at May 26, 2013.

Cash Flow from Operating Activities

Landec generated $4.5 million of cash from opegagictivities during the three months ended Augbs2®13, compared to $5.1
million for the three months ended August 26, 20li% primary sources of cash from operating aéiwitiuring the three months ended
August 25, 2013 were from (1) generating $4.8 onillof net income, (2) $2.1 million of depreciatimmlortization and stock based
compensation expenses and (3) a $2.3 million meease in deferred tax liabilities, and (4) a reztrdase of $658,000 in working capital.



These sources of cash were partially offset bybthé million of non-cash income generated fromfiemarket value change of the
Companys investment in Windset. The primary factors widelecreased working capital during the first quaofdiscal year 2013 were a $:
million decrease in receivables primarily due te iming of receipts at Apio and from August 20&8enues for Apio being $2.0 million

lower than Apio’s May 2013 revenues partially offeg a $2.4 million decrease in accounts payaldaltieg primarily from the timing of
payments at Apio.
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Cash Flow from Investing Activities

Net cash used in investing activities for the thremnths ended August 25, 2013 was $4.1 million caneqb to $2.8 million for the
same period last year. The primary uses of casivesting activities during the first quarter asdal year 2014 were for the purchase of $4.3
million of equipment primarily to support the grdwaf the Apio value-added and Lifecore businesses.

Cash Flow from Financing Activities

Net cash used in financing activities for the thmenths ended August 25, 2013 was $5.3 million cameqh to $14.4 million for the
same period last year. The net cash used in fingragtivities during the first quarter of fiscalaye2014 was primarily due to the $4.3 million
of payments on the Company’s lines of credit amajiterm debt. The primary use of cash from finag@ntivities during the first quarter of
last year was from a $10 million earn out paymemtfthe Lifecore acquisition, $9.7 million of whighas recorded as a contingent liability
the time of the acquisition and was therefore diagsksas a financing activity.

Capital Expenditures

During the three months ended August 25, 2013, eapadirchased equipment to support the growth oAfhie value-added and
Lifecore businesses. These expenditures represtm@edajority of the $4.3 million of capital expéiudes.

Debt

On August 19, 2004, Lifecore issued variable ratRistrial revenue bonds (“IRBs”) which were assutmgdlandec in the
acquisition of Lifecore. The IRBs are collateratizgy a bank letter of credit which is secured biysa mortgage on the Lifecore facility in
Chaska, Minnesota. In addition, Lifecore pays amiahremarketing fee equal to 0.125% and an arlattal of credit fee of 0.75%.

On April 23, 2012 in connection with the acquisitiof GreenLine, Apio entered into three loan agreetsmwith General Electric
Capital Corporation and/or its affiliates (“GE Ciafii), (collectively the “Apio Loan Agreements”):

1) A five-year, $25.0 million asset-based workgapital revolving line of credit, with an intereate of LIBOR plus 2%, with
availability based on the monthly combination o gligible accounts receivable and inventory bataraf Apio and its subsidiaries.
Apio’s revolving line of credit has an unused fé®®75% per annum. At August 25, 2013, Apio had $tillion outstanding under
its revolving line of credit.

2) A $12.7 million capital equipment loan whichtongs in seven years payable in monthly principal iaterest payments of $175,356
with interest based on a fixed rate of 4.39% peuan

3) A $19.2 million real estate loan, $1.2 million ohish was paid in April 2013, and the remainder matuin ten years. The real est
loan has a fifteen year amortization period duamanthly principal and interest payments of $141,@@2 interest based on a fixed
rate of 4.02% per annum. The principal balance neimg at the end of the ten year term is due inlang sum on May 1, 2022.

The obligations of Apio and its subsidiaries agsirom the Apio Loan Agreements are secured bysl@mall of the property of Ap
and its subsidiaries. The Apio Loan Agreementsaiartustomary events of default under which obiaryet could be accelerated or increa
Landec is guarantying all obligations of Apio atgldubsidiaries to GE Capital under the loans de=tiin clauses (2) and (3) above and has
pledged its equity interest in Apio as collatenadler the loan described in (1) above. The Apio LAgreements contain customary covens
such as limitations on the ability to (1) incur édedness or grant liens or negative pledges oo’'s\pssets; (2) make loans or other
investments; (3) pay dividends or repurchase sboakher securities; (4) sell assets; (5) engagedrgers; (6) enter into sale and leaseback
transactions; (7) adopt certain benefit plans; @)danake changes in Apio’s corporate structureaddition, Apio must maintain a minimum
fixed charge coverage ratio of 1.10 to 1.0. Apiswacompliance with all financial covenants ag\afust 25, 2013. Unamortized loan
origination fees for the GE Debt Agreements werd $illion and $1.2 million at August 25, 2013 dvdy 26, 2013, respectively, and are
included in other assets in the Consolidated Bal@tweets. Amortization of loan origination feesorded to interest expense for the three
months ended August 25, 2013 and August 26, 2012 $47,000 and $46,000, respectively.
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On May 23, 2012, Lifecore entered into two finagcagreements with BMO Harris Bank N.A. and/or ffdiates (“BMO Harris”),
collectively (the “Lifecore Loan Agreements”):

(1) A Credit and Security Agreement (the “Credgréement”) which includes (a) a one-year, $10.0ionilasset-based working capital
revolving line of credit, with an interest rateldBOR plus 1.85%, with availability based on therdmination of Lifecore’s eligible
accounts receivable and inventory balances (avkijalvas $8.0 million at August 25, 2013) and witb unused fee (at August 25,
2013 and May 26, 2013, no amounts were outstandidgr the line of credit) and (b) a $12.0 millienrh loan which matures in four
years due in monthly payments of $250,000 withregepayable monthly based on a variable inteegstof LIBOR plus 2% (th
“Term Loan”).

(2) A Reimbursement Agreement pursuant to whichBMiarris caused its affiliate, Bank of Montrealjteue an irrevocable letter of
credit in the amount of $3.5 million (the “Lettefr@redit”) which is securing the IRBs described a0

The obligations of Lifecore under the Lifecore Lodgreements are secured by liens on all of thegntgpof Lifecore. The Lifecore
Loan Agreements contain customary covenants, ssiiméations on the ability to (1) incimdebtedness or grant liens or negative pledge
Lifecore’s assets; (2) make loans or other inveats€3) pay dividends or repurchase stock or adbeurities; (4) sell assets; (5) engage in
mergers; (6) enter into sale and leaseback transac(7) adopt certain benefit plans; and (8) metk@nges in Lifecore’s corporate structure.
In addition, under the Credit Agreement, Lifeconesthmaintain (a) a minimum fixed charge coveragie & 1.10 to 1.0 and a minimum
quick ratio of 1.25 to 1.00, both of which mustdadisfied as of the end of each fiscal quarter cenaimg with the fiscal quarter ending
August 26, 2012 and (b) a minimum tangible net tvoit$29,000,000, measured as of May 26, 2013 aaraf the end of each fiscal year
thereafter. Lifecore was in compliance with alldintial covenants as of August 25, 2013. Unamortiaad origination fees for the Lifecore
Loan Agreements were $136,000 and $149,000 at A5 2013 and May 26, 2013, respectively, andrarleded in other assets in the
Consolidated Balance Sheets. Amortization of lodgirmation fees recorded to interest expense feribth the three months ended Augus
2013 and August 26, 2012 was $13,000.

The Term Loan was used to repay the Lifecore’s &ranedit facility with Wells Fargo Bank, N.A. (“ls Fargo”). The Letter of
Credit (which replaces a letter of credit previgystovided by Wells Fargo) provides liquidity anedit support for the IRBs.

In May 2010, the Company entered into a five-yaserest rate swap agreement under the credit agreesith Wells Fargo, which
expires on April 30, 2015. The interest rate swas designated as a cash flow hedge of future sttpeyments of LIBOR and had a notional
amount of $20 million. As a result of the intereste swap transaction, the Company fixed for a-jiear period the interest rate at 4.24%
subject to market based interest rate risk on $#llomof borrowings under the credit agreementhai¥ells Fargo. The Company’s
obligations under the interest rate swap transactfoto the scheduled payments were guaranteeskeanded on the same basis as its
obligations under the credit agreement with We#lsge at the time the agreement was consummated &ltering into the new Term Loan
with BMO Harris, the Company used the proceeds filwah loan to pay off the Wells Fargo credit fagiliThe swap with Wells Fargo was 1
terminated upon the extinguishment of the debt Wils Fargo. As a result of extinguishing the delth Wells Fargo as of May 23, 2012,
the swap was no longer an effective hedge andftrerehe fair value of the swap at the time thbtdeas extinguished of $347,000 was
reversed from other comprehensive income and redardother expense during fiscal year 2012. Thevédue of the swap arrangement a
August 25, 2013 and May 26, 2013 was $123,000 468 500, respectively, and is included in otheraed liabilities in the accompanying
Consolidated Balance Sheets.

Landec believes that its cash from operations,galith existing cash, cash equivalents and markedxurities will be sufficient 1
finance its operational and capital requirementsafdeast the next twelve months.

ltem 3.  Quantitative and Qualitative Disclosures about Market Risk

There have been no material changes to the Congpanayket risk during the first quarter of fiscahy@014.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management evaluated, with participation of@hief Executive Officer and our Chief Financiaffioér, the effectiveness of o
disclosure controls and procedures as of the ettiegberiod covered by this Quarterly Report omi&0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial i0#fr have concluded that our disclosure controts@ocedures are effective in ensuring
that information required to be disclosed in repdited under the Exchange Act is recorded, praxbssummarized and reported within the
time periods specified by the Securities and Exgeadommission, and are effective in providing reatte assurance that information
required to be disclosed by the Company in suchrtsfis accumulated and communicated to the Compamgnagement, including its Chief
Executive Officer and Chief Financial Officer, ggeopriate to allow timely decisions regarding riega disclosure.

Changes in Internal Control over Financial Repagrtin

There were no changes in our internal controls émancial reporting during the fiscal quarter eddaigust 25, 2013 that have
materially affected, or are reasonably likely tatenally affect, our internal controls over finaatreporting.
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PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings
As of the date of this report, the Company is npagy to any legal proceedings.
Item 1A. Risk Factors

Except as set forth below, there have been nofgignt changes to the Company's risk factors whighincluded and described in
the Form 10-K for the fiscal year ended May 26,26fkd with the Securities and Exchange Comiaissn August 6, 2013.

Item 2.  Unregistered Sales of Equity Securitieand Use of Proceeds

There were no unregistered sales of equity séesiigr shares repurchased by the Company durinfijstted quarter ended on Aug!
25, 2013.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures
Not applicable

Item 5.  Other Information
None.

Item 6.  Exhibits

Exhibit
Number Exhibit Title:

31.1+ CEO Certification pursuant to section 302hef Sarbanes-Oxley Act of 2002.
31.2+ CFO Certification pursuant to section 302hef Sarbanes-Oxley Act of 2002.
32.1+ CEO Certification pursuant to section 906hef Sarbanes-Oxley Act of 2002.
32.2+ CFO Certification pursuant to section 90éhef Sarbanes-Oxley Act of 2002.
101.INS** XBRL Instance
101.SCH**XBRL Taxonomy Extension Schema
101.CAL*XBRL Taxonomy Extension Calculation
101.DEF**XBRL Taxonomy Extension Definition
101.LAB** XBRL Taxonomy Extension Labels
101.PRE*XBRL Taxonomy Extension Presentation

+ Filed herewith.

** Information is furnished and not filed or a pafta registration statement or prospectus for psep of sections 11 or 12 of the

Securities Act of 1933, as amended, is deemedlerdtfbr purposes of section 18 of the SecuritigsHange Act of 1934, as
amended, and otherwise is not subject to liabiliiger these sections
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SIGNATURES

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

LANDEC CORPORATION

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

Date: September 26, 2013
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Exhibit 31.1
CERTIFICATION

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

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

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

4, The registrant's other certifying offi and | are responsible for establishing and taimiimg disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f))for the registrant and have:

€) designed such disclosure controls andgulures, or caused such disclosure controls mueg@ures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by others
within those entities, particularly during the metiin which this quarterly report is being prepared

(b) designed such internal control overfiicial reporting, or caused such internal contr@rdinancial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) evaluated the effectiveness of thestegnt's disclosure controls and procedures arskpted in this quarterly report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by this quarterly report based
on such evaluation; and

(d) disclosed in this quarterly report aimaiege in the registrant’s internal control oveafinial reporting that occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth quarter in the case of an anmepbrt) that has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant's other certifying offi and | have disclosed, based on our most resahtation of internal control over financial
reporting, to the registrant's auditors and thdataumnmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

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

(b) any fraud, whether or not materialt thaolves management or other employees who haignéficant role in the
registrant's internal control over financial repugt

Date: September 26, 2013
/s| Gary T. Steele

Gary T. Steelt
Chief Executive Office




Exhibit 31.Z
CERTIFICATION

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

2. Based on my knowledge, this quartegport does not contain any untrue statementoéizrial fact or omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this quarterly report;

3. Based on my knowledge, the finansiatements, and other financial information inctli@ethis quarterly report, fairly present in
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report;

4, The registrant's other certifyingicéf and | are responsible for establishing anchiaaiing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f))for the registrant and have:

€) designed such disclosure controls andgulures, or caused such disclosure controls mueg@ures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by others
within those entities, particularly during the metiin which this quarterly report is being prepared

(b) designed such internal control overfiicial reporting, or caused such internal contr@rdinancial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles ;

(c) evaluated the effectiveness of thestegnt's disclosure controls and procedures arskpted in this quarterly report our
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thegeovered by this quarterly report based
on such evaluation; and

(d) disclosed in this quarterly report aimaiege in the registrant’s internal control oveafinial reporting that occurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth quarter in the case of an anmepbrt) that has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant's other certifyingicdf and | have disclosed, based on our most resattiation of internal control over financial
reporting, to the registrant's auditors and thdatanmnmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

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

(b) any fraud, whether or not materialt thaolves management or other employees who haignéficant role in the
registrant's internal control over financial repugt

Date: September 26, 2013

/sl Gregory S. Skinne
Gregory S. Skinne
Chief Financial Officer




Exhibit 32.1
CERTIFICATION PURSUANT TO

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

In connection with the Quarterly Report of Landewrfidration (the “Company”) on Form 10-Q for theipdrending August 25,
2013 as filed with the Securities and Exchange Cwsion on the date hereof (the “Report”), |, GarySleele, Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. § 1350, as adopted pursuant to § 906 ofaheaBes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirenmreenf section 13(a) or 15(d) of the Securities ExgfegaAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finarmaldition and result of operations of
the Company.

Date: September 26, 2013

/s] Gary T. Steele

Gary T. Steele
Chief Executive Officer and Preside
(Principal Executive Officer)

*

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-OxleyoA2002 (subsections (a)

and (b) of Section 1350, Chapter 63 of Title 18jteth States Code) and is not being filed as path®form 10-Q or as a separate
disclosure document.



Exhibit 32.2
CERTIFICATION PURSUANT TO

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

In connection with the Quarterly Report of Landearfidration (the “Company”) on Form 10-Q for theipdrending August 25, 2013
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), |, Gregong&inner, Vice President of Finance and

Adminstration and Chief Financial Officer of ther@pany, certify, pursuant to 18 U.S.C. § 1350, agpsetl pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with thejuerements of section 13(a) or 15(d) of the SemsiExchange Act of 1934; and
(2) The information contained in the Refgairly presents, in all material respects, timafficial condition and result of operations of the
Company.

Date: September 26, 2013

Is/ Gregory S. Skinner

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

*

The foregoing certification is being furnishealaly pursuant to Section 906 of the Sarbanes-OAletyof 2002 (subsections (a) and
(b) of Section 1350, Chapter 63 of Title 18, Uniftdtes Code) and is not being filed as part ofFthren 10-Q or as a separate
disclosure document.



