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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)
November 2¢ May 30,

2010 2010
(Unaudited) Q)
ASSETS
Current Assets
Cash and cash equivalel $ 54471 $ 27,817
Marketable securitie 39,59: 20,42:
Accounts receivable, less allowance for doubtfalbants of $250 and $189 at November 28, 2010
May 30, 2010, respective 24,67( 18,631
Accounts receivable, related pa 461 72¢
Income taxes receivah 64z 73¢
Inventories, ne 19,74« 16,10"
Notes and advances receiva 1,16¢ 241
Deferred taxe 1,365 1,26:
Prepaid expenses and other current assets 1,45¢ 2,98¢
Total Current Asset 94,54¢ 88,94:
Property, plant and equipment, | 51,13( 50,16:
Goodwill, net 41,18¢ 41,15¢
Trademarks/tradenames, | 12,42¢ 12,42¢
Customer relationships, n 3,51¢ 3,674
Other assets 4,214 3,83¢
Total Assets $ 207,02¢ $ 200,19’
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current Liabilities:
Accounts payabl $ 18,92¢ $ 14,35¢
Related party accounts paya 122 34¢
Accrued compensatic 2,147 2,04:
Other accrued liabilitie 2,90¢ 3,271
Deferred revenu 2,241 3,391
Current portion of long-term debt 4,32¢ 4,521
Total Current Liabilities 30,67¢ 27,93t
Long-term debt 17,50: 19,24¢
Deferred revenu — 1,00(
Deferred taxe 9,63¢ 8,801
Other non-current liabilities 11,24( 10,73;
Total Liabilities 69,05¢ 67,72:
Stockholder Equity:
Common stock, $0.001 par value; 50,000,000 shar®azed; 26,329,841 and 26,490,259 shares
issued and outstanding at November 28, 2010 and3@ag010, respective 27 27
Additional paic-in capital 119,15« 117,73(
Accumulated other comprehensive | (331 179
Retained earnings 17,56¢ 13,20¢
Total Stockholder Equity 136,41! 130,78«
Noncontrolling interest 1,557 1,691
Total Equity 137,97. 132,47!
Total Liabilities and Stockholders’ Equity $ 207,02¢ $ 200,19°

(1) Derived from audited financial statements.
See accompanying notes.
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LANDEC CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

(In thousands, except per share amounts)

Revenues

Product sale

Services revenue, related pa

License fee:

Research, development and royalty revenues
Total revenue

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

Total cost of revenu
Gross profit

Operating costs and expens

Research and developmt

Selling, general and administrative
Total operating costs and expenses
Operating incom:

Interest incom:

Interest expens

Other expense

Net income before taxe

Income tax expense

Consolidated net inconr

Noncontrolling interes

Net income available to common stockholc

Basic net income per share
Diluted net income per share
Shares used in per share computal

Basic
Diluted

Three Months Ende

Six Months Ende

November 2¢ November 2¢

November 2¢

November 2¢

2010 2009 2010 2009
$ 67,72 $ 58,49 $ 12998 $ 116,88
986 914 2,051 2,08(

1,35 1,35 2,70 2,70

112 17¢ 38¢ 217

70,16¢ 60,03 135,12( 121,87
56,47 52,00 107,20; 102,11

96C 75¢ 2,52z 1,82

g7¢c 752 1,72t 1,65¢

58,31 53,51¢ 111,444 105,58
11,85¢ 7,417 23,67 16,28’
2,25¢ 942 4,481 1,881

6,07 4,187 11,72t 8,75:

8,321 5,121 16,21, 10,63

3,52¢ 2,20: 7,45¢ 5,65

117 26€ 224 554

(209) @) (435) ()

(44) _ (102) _

3,30: 2,55 7,14¢ 6,20-
(1,209 (895) (2,56)) (2,176)
2,18: 1,66 2,58¢ 2,021

(12§) (126) (226) (309)

$ 2,055 $ 153, $ 435¢ $ 3,71¢
$ 0.0 $ 0.06 $ 017 $ 0.14
$ 0.0¢ $ 0.06 $ 0.1€ $ 0.14
26,32 26,36( 26,41 26,35t
26,56( 26,67 26,63 26,67

See accompanying notes.
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LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activitie
Net income applicable to Common Stockholc

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

Depreciation and amortizatic
Stocl-based compensation expel
Tax benefit from stoc-based compensation expel
Increase in lon-term receivablt
Noncontrolling interes
Deferred taxe
Changes in current assets and current liabili
Accounts receivable, n
Accounts receivable, related pa
Income taxes receivab
Inventories, ne
Issuance of notes and advances receiv
Collection of notes and advances receivi
Prepaid expenses and other current a:
Accounts payabl
Related party accounts paya
Income taxes payab
Accrued compensatic
Other accrued liabilitie
Deferred revenue

Net cash provided by operating activit

Cash flows from investing activitie

Purchases of property and equipm

Purchase of marketable securit

Proceeds from maturities and sales of marketalolersies

Net cash used in investing activit|

Cash flows from financing activitie

Repurchase of outstanding common st

Taxes paid by Company for stock swaps to coverstaxeRSU:
Proceeds from sale of common st

Tax benefit from stoc-based compensatic
Payments on lor-term debt

Decrease in other ass:

Payments to minority interest holders

Net cash (used in) provided by financing activi

Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental schedule of noncash operating aetv
Income tax expense not paya

Long-term receivable from Monsanto for guaranteed teatiom
Unrealized loss from interest rate sv

See accompanying notes .

(Unaudited)

fee
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Six Months Ende

November 2¢

November 2¢

2010 2009
$ 4,35¢ $ 3,71¢
2,60z 1,541
962 412
(1,585) (1,341)
(400) (400)
227 30¢
737 474
(6,039 (1,409)
26¢ 264
1,687 —
(3,637) (952)
(1,565) (1,369
637 33z
1,53( 364
4,57 3,31(
(227) (230)
— 1,421
104 (52)
17) 23C
(2,150) (2,420)
2,06¢ 4,20¢
(3,450) (3,159
(41,789 (60,49%)
22,61 17,23¢
(22,627) (46,420)
(1,182 —
(49) (53)
10¢ 17
1,58F 1,341
(1,940) —
24 —
(361) (330)
(1,816) 97t
(22,370) (41,23))
27,81 43,45¢
$ 5447 $ 2,22z
$ 1,588 $ 1,341
$ 40C $ 40¢
$ 15z % —




LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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

Landec Corporation and its subsidiaries (“Landacthe “Company”) design, develop, manufacture aidpolymer products for
food and agricultural products, medical devices lesshsed partner applications that incorporatedeafs patented polymer technologies.
Company has two proprietary polymer technologyfotats: 1) Intelimer® polymers, and 2) hyaluronaHA") biopolymers. The Company’
proprietary polymer technologies are the foundatéord a key differentiating advantage, upon whiahdec has built its business. The
Company sells specialty packaged fresh-cut vegetadnid whole produce to retailers and club stprésarily in the United States and Asia
through its Apio, Inc. (“Apio”) subsidiary, Hyalunan-based biomaterials through its Lifecore Bioroakliinc. (“Lifecore”) subsidiary, and
Intellicoat® coated seed products through its Lantlg LLC (“Landec Ag”) subsidiary.

Basis of Presentation

The accompanying unaudited consolidated finant@éments of Landec have been prepared in accadeitit accounting
principles generally accepted in the United Stéde#terim 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 accrulads/e been made which are necessary
to present fairly the financial position at NovemB8, 2010 and the results of operations and dasisffor all periods presented. Although
Landec believes that the disclosures in these diahrtatements are adequate to make the informptiesented not misleading, certain
information normally included in financial statenteand related footnotes prepared in accordandeagitounting principles generally
accepted in the United States have been condensaditbed per the rules and regulations of the 8tes and Exchange Commission. The
accompanying financial data should be reviewedimjunction with the audited financial statementd ancompanying notes included in
Landec's Annual Report on Form 10-K for the fisgedr ended May 30, 2010.

The results of operations for the six months erfdedember 28, 2010 are not necessarily indicatihefresults that may be
expected for an entire fiscal year due to someosesity in Apio’s food business, particularly, AfsdExport business.

Basis of Consolidation

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

The Company follows accounting guidance which askl¥e the consolidation of variable interest estiti¢IEs"). Under the
accounting guidance, arrangements that are notatteat through voting or similar rights are accaahfor as VIEs. An enterprise is required
to consolidate a VIE if it is the primary benefigiaf the VIE.

Under accounting guidance, a VIE is created whethé equity investment at risk is not sufficiemfpermit the entity to finance its
activities without additional subordinated finangapport from other parties, or (ii) the entitgguity holders as a group either: (a) lack direct
or indirect ability to make decisions about thatgrthrough voting or similar rights, (b) are ndiligated to absorb expected losses of the
entity if they occur, or (c) do not have the rightreceive expected residual returns of the eiftityey occur. If an entity is deemed to be a
VIE, the enterprise that is deemed to absorb arnibajuf the expected losses or receive a majoritgxpected residual returns of the VIE is
considered the primary beneficiary and must codatdi the VIE.

Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresplequires management to
make certain estimates and judgments that affecatmounts reported in the financial statementsaaodmpanying notes. The accounting
estimates that require management’s most significkfificult and subjective judgments include reuenrecognition; sales returns and
allowances; recognition and measurement of cuamdtdeferred income tax assets and liabilitiesasessment of recoverability of long-
lived assets; the valuation of intangible assetsiaventory; the valuation and nature of impairnsesitinvestments; and the valuation and
recognition of stock-based compensation.




These estimates involve the consideration of coxifaletors and require management to make judgmé&hesanalysis of historical
and future trends, can require extended periodisnefto resolve, and are subject to change fronogeo period. The actual results may di
from management’s estimates.

Cash, Cash Equivalents and Marketable Securities

The Company records all highly liquid securitieshathree months or less from date of purchase tonityaas cash equivalents.
These securities consist mainly of certificate epaiits (CDs), money market funds and U.S. TreasuBhort-term marketable securities
consist of CDs that are FDIC insured and single Aeiter rated municipal bonds with original maies of more than three months at the
date of purchase regardless of the maturity dateea€ompany views its portfolio as available feeun its current operations . The aggregate
amount of CDs included in marketable securitield@atember 28, 2010 and May 30, 2010 was $755,00@Garwmillion, respectively. The
Company classifies all debt securities with readdéyermined market values as “available for sal@ie contractual maturities of the
Company's marketable securities that are due @nthes one year represent $28.8 million of its ratalile securities and those due in one to
two years represent the remaining $10.8 milliothef Company’s marketable securities as of Nover@Be2010. These investments are
classified as marketable securities on the coragiibalance sheet as of November 28, 2010 and3®a3010 and are carried at fair market
value. Unrealized gains and losses are reportaccamponent of stockholders’ equity. The cost dftdecurities is adjusted for amortization
of premiums and discounts to maturity. This amatitn is recorded to interest income. Realizedgjaimd losses on the sale of available-for-
sale securities are also recorded to interest iecama were not significant for the three and sixthe ended November 28, 2010 and
November 29, 2009. During the three and six moatfted November 28, 2010, the Company received edsoef $5.0 million and $9.
million, respectively, from the sale of marketabézurities. The cost of securities sold is basetherspecific identification method.

Financial Instruments

The Company'’s financial instruments are primardynposed of marketable debt securities, commereiat-trade payables, grower
advances, and notes receivable, as well as longfietes receivables and debt instruments. For-¢éert instruments, the historical carrying
amount is a reasonable estimate of fair value.\rdires for long-term financial instruments notdisamarketable are estimated based upon
discounted future cash flows at prevailing markétriest rates. Based on these assumptions, manaigeetieves the fair market values of
Company'’s financial instruments are not materidlfferent from their recorded amounts as of Noven#&; 2010.

Investment in Non-Public Company

The Company’s investment in Aesthetic Sciences @atpn (“Aesthetic Sciences”), a medical devicenpany, is carried at cost
and adjusted for impairment losses. Since theme ieadily available market value information, @empany periodically reviews this
investment to determine if any other than tempodaglines in value have occurred based on the dinhstability and viability of Aesthetic
Sciences. Aesthetic Sciences sold the rights ®ritartfil™ Injector System on July 16, 2010. Lantas evaluated its cost method
investment for impairment, using a discounted dlsh analysis which included the terms of the pash agreement. Based on the terms of
the agreement, the Company had determined thatgstment in Aesthetic Sciences was other thapaeanily impaired and therefore
recorded an impairment loss of $1.0 million as @y\80, 2010. The Company’s carrying value of itestment in Aesthetic Sciences of
$792,000 at November 28, 2010 is reported as a eoemt of other non current assets.

Fair Value Measurements

The Company adopted fair value measurement acewugtiidance on May 26, 2008 for financial assetslabilities and for
financial instruments and certain other items &tfalue. The Company did not elect the fair vadgpgion for any of its eligible financial ass
or liabilities.

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




Level 1- observable inputs such as quoted priceisiémtical instruments in active markets.

Level 2— inputs other than quoted prices in aatiagkets that are observable either directly orawdly through corroboration with
observable market data.

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

As of November 28, 2010, the Company held certagets that are required to be measured at faie i recurring basis. These
included the Company’s cash equivalents and masketecurities for which the fair value is deteraetirbased on observable inputs that are
readily available in public markets or can be dedisrom information available in publicly quoted rikets. Therefore, the Company has
categorized its cash equivalents and marketableities as Level 1. As of November 28, 2010, thenPany recorded to Other
Comprehensive Loss on the Consolidated BalancetSheeunrealized loss of $331,000, net of taxek2dD,000, as a result of an interest
swap agreement entered into during fiscal year 208 unrealized loss was based on a Level 2 loieydor fair value measurements. If the
interest rate swap is terminated or the debt baetbis paid off prior to April 30, 2015, the amowhtunrealized loss or gain included in Other
Comprehensive Income (Loss) would be reclassifiegbtrnings. The Company has no intentions of teatimg the interest rate swap or
prepaying the debt in the next twelve months. Tlerest rate swap liability is included in othenrrurrent liabilities as of November 28,
2010 and May 30, 2010. The Company has no othanfilal assets or liabilities for which fair valueasurement has been adopted.

New Accounting Pronouncements

Recently Adopted Pronouncements

Variable Interest Entities

In June 2009, the FASB issued new guidance whictndsithe evaluation criteria to identify the prignbeneficiary of a VIE.
Additionally, the new guidance requires ongoingseagsments of whether an enterprise is the pribengficiary of the VIE. The Company
adopted the new guidance on May 31, 2010 and simptian did not have an impact on the Company’slte®f operations or financial
position for the three and six months ended NoveriBe2010.

Revenue Recognitic

In October 2009, the FASB issued new guidancelatiom to "Multiple-Deliverable Revenue Arrangem&niThe new standard
changes the requirements for establishing sepangit® of accounting in a multiple element arrangetaad requires the allocation of
arrangement consideration to each deliverable foelsed on the relative selling price. The Compaly @dopted these standards as of May
31, 2010. There have been no materially modifie@@ments since the adoption of the standard. Topgtiat did not have an impact on the
Company’s results of operations or financial positior the three and six months ended Novembe2@80.

2. Acquisition of Lifecore Biomedical, Inc.

On April 30, 2010 (the “Acquisition Date”), the Cpany acquired all of the common stock of LifecoierBedical, Inc. (“Lifecore”)
under a Stock Purchase Agreement (“Purchase Agreénire order to expand its product offerings amdeg into new markets. Located in
Chaska, Minnesota, Lifecore was a privately-heldllgonan-based biomaterials company located in kzh&dinnesota. Lifecore is
principally involved in the development and mantiiae of products utilizing hyaluronan, a naturaltcurring polysaccharide that is widely
distributed in the extracellular matrix of conngettissues in both animals and humans. In additidacore has licensed a sodium
hyaluronate cross-linking technology from The Clawe Clinic Foundation designed to provide a degelent vehicle for a product platform
to introduce new products for the existing medssgments, as well as potentially new market seggnéntthermore, Lifecore is pursuing
other development activities to utilize its fermegtian and aseptic filling capabilities for non-hyadnan based products.
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Under the Purchase Agreement, the aggregate coasadepayable by the Company to the former Lifecstockholder at closing
consisted of $40.0 million in cash, which includggl6 million that is held in an escrow accountdowse the indemnification rights of Landec
and other indemnities with respect to certain msttecluding breaches of representations, wararagnd covenants included in the Purchase
Agreement. The escrow account is in the name oféller and Landec’s right under the escrow agre¢cmnsist solely of its ability to file a
claim against the escrovin addition, the Company may be required to pagaish up to an additional $10.0 million in earncagments in th
event that Lifecore achieves certain revenue tarigetalendar years 2011 and 2012.

The acquisition date fair value of the total coesidion transferred was $49.65 million, which cetesi of the following (in
thousands):

Cash $ 40,00(
Contingent consideration 9,65(
Total $ 49,65(

The assets and liabilities of Lifecore were recdrdetheir respective estimated fair values as@fdate of the acquisition using
generally accepted accounting principles for bussraombinations. The excess of the purchase pvieetbe fair value of the net identifiable
assets acquired has been allocated to goodwilld@itiaepresents a substantial portion of the asitjon proceeds because the Lifecore trade
name provides the Company with entry into the gngwhigher margin hyaluronan product market. Mansay® believes that there is further
growth potential by extending Lifecore’s productds into new channels.

The following table summarizes the estimated falugs of Lifecore’s assets acquired and liabiliissumed and related deferred
income taxes, effective April 30, 2010, the date @ompany obtained control of Lifecore (in thousgnd

Cash and cash equivalel $ 31¢
Accounts receivable, n 1,86(
Inventories, ne 9,00¢
Property and equipme 25,52¢
Other tangible asse 1,45¢
Intangible assets 7,90(
Total identifiable assets acquir 46,07
Accounts payable and other liabiliti (2,989
Long-term debt (4,157
Deferred taxes (3,109
Total liabilities assumed (10,249
Net identifiable assets acquir 35,82:
Goodwill 13,82¢
Net assets acquired $ 49,65(

The Company used a combination of the market astiajgproaches to estimate the fair values of tfexbie assets acquired and
liabilities assumed.

Inventory

A step-up in the value of inventory of $523,000 wexsorded in the allocation of the purchase praseld on valuation estimates.
During the three and six months ended Novembe2@80, $132,000 and $294,000, respectively, ofdtep-up was charged to cost of
products sold as the inventory was sold. As of Maver 28, 2010, $137,000 of the step-up remainéavientory.

I ntangible Assets

The Company identified two intangible assets innemtion with the Lifecore acquisition: trade nanaakied at $4.2 million, which
is considered to be an indefinite life asset amdetore will not be amortized; and customer baseedhat $3.7 million with a twelve year
useful life. The trade name intangible asset wasedbusing the relief from royalty valuation methartd the customer relationship intangible
asset was valued using the multi-period excessregrmethod.




Goodwill

The excess of the consideration transferred owefain values assigned to the assets acquiredaitities assumed was $13.8
million, which represents the goodwill amount réisigl from the acquisition which can be attributataiéts long history and future prospects.
None of the goodwill is expected to be deductibleificome tax purposes. The Company will test gabdior impairment on an annual bas
or sooner, if deemed necessary. As of Novembe?@8), there were no changes in the recognized anodgoodwill resulting from the
acquisition of Lifecore.

Liability for Contingent Consideration

In addition to the cash consideration paid to trener shareholder of Lifecore, the Company mayeogiired to pay up to an
additional $10.0 million in earnout payments based.ifecore achieving certain revenue targets leragar years 2011 and 2012. The fair
value of the liability for the contingent considéoa recognized on the acquisition date was $9.#komand $9.65 million, as of November
28, 2010 and May 30, 2010, respectively, and issifi@d as a non current liability in the ConsolethBalance Sheets. The Company
determined the fair value of the liability for thentingent consideration based on a probabilitygivieid discounted cash flow analysis. This
fair value measurement is based on significanttsipot observed in the market and thus represdmsel 3 measurement. The Company
projects that it will pay the entire $10 millionraaout during the third quarter of fiscal year 2012

3. License Agreement with Monsanto Compan'

On December 1, 2006, Landec sold its direct mangedind sales seed company, Fielder’'s Choice DffEED"), which included the

Fielder's Choice Direct and Heartland Hybri@ brands, to American Seeds, Inc., a wholly ownedislidry of Monsanto Company
(“Monsanto”). The acquisition price for FCD was $%dlion in cash paid at the close. During fiscaby 2007, Landec recorded income from
the sale, net of direct expenses and bonuses 2ot $allion. The income that was recorded is eqadhe difference between the fair value of
FCD of $40 million and its net book value, lessdirselling expenses and bonuses. In accordanbegesiterally accepted accounting
principles, the portion of the $50 million of prews in excess of the fair value of FCD, or $10iomll was allocated to the technology license
agreement described below and is being recogngeev@nue ratably over the five year term of tiochelogy license agreement or $2
million per year beginning December 1, 2006. Thevalue was determined by management.

On December 1, 2006, Landec also entered intoeayar co-exclusive technology license and polysopply agreement (“the
Monsanto Agreement”) with Monsanto for the use ahtlec’s Intellicoat polymer seed coating technolddiyder the terms of the Monsanto
Agreement, Monsanto agreed to pay Landec Ag $2lemper year. The Monsanto Agreement was ameim&bvember 2009. Under the
terms of the amended Monsanto Agreement, Monsamttinzies to have an exclusive license to use Lasdieiellicoat polymer technology
for specific seed treatment applications. Overémaining two-year term of the amended MonsanteAgrent, Monsanto will investigate
uses of Landec’s Intellicoat technology in a variaft seed categories in the field exclusively lised to Monsanto.

Along with regaining the use of the Intellicoatheology outside of the specific applications liaeth$o Monsanto under the amen
Monsanto Agreement, Landec has assumed respotysibiliLandec Ags operating expenses and realizes all the reveameeprofits from th
sales of existing and new Intellicoat seed coapirmglucts.

The Monsanto Agreement also provides for a fee lgay@ Landec Ag of $4 million if Monsanto eleatstérminate the Monsanto
Agreement or $10 million if Monsanto elects to hase the rights to the exclusive field. If the hage option is exercised before December
2011, or if Monsanto elects to terminate the Mots#greement, all annual license fees and supphyneats that have not been paid to
Landec Ag will become due upon the purchase oritextion. If Monsanto does not exercise its purchagen by December 2011 Landec
Ag will receive the termination fee and all rightsthe Intellicoat seed coating technology willeemo Landec. Accordingly, we will receive
aggregate minimum guaranteed payments of $17 mifbo license fees and polymer supply payments fiveryears or $23 million in
aggregate maximum payments if Monsanto elects tohaise the rights to the exclusive field. The mimmguaranteed payments and the
deferred gain of $2 million per year described @l result in Landec recognizing revenue andrapeg income of $5.4 million per year
for fiscal years 2008 through 2011 and $2.7 millg@n year for fiscal years 2007 and 2012. The mergal $6 million to be received in the
event Monsanto exercises the purchase option leasdeferred and will be recognized upon the exemitshe purchase option. The fair ve
of the purchase option was determined by managetoédm less than the amount of the deferred revenue
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If Monsanto elects to purchase the rights to theusive field, a gain or loss on the sale will beagnized at the time of purchase. If
Monsanto exercises its purchase option, we expeatter into a new long-term supply agreement Witinsanto pursuant to which Landec
would continue to be the exclusive supplier of lliteat polymer materials to Monsanto.

For each of the three and six months ended NoveB®&)e2010 and November 29, 2009, Landec recogize2b million and $2.7
million, respectively, in revenues from the MonsaAgreement.

4, Other License Agreements

In December 2005, Landec entered into an excllsigasing agreement with Aesthetic Sciences whefasthetic Sciences paid
Landec an upfront license fee of $250,000 for th@usive rights to use Landec's Inteliniématerials technology for the development of
dermal fillers worldwide under the agreement. Landeuld also receive royalties on the sale of potglincorporating Landec’s technology.
In addition, the Company received shares of pretestock originally valued at $1.3 million whictpresented a 19.9% ownership interest in
Aesthetic Sciences as of December 2005.

As part of the original agreement with Aesthetite8ces, Landec was to receive additional shares tippcompletion of a specific
milestone. In November 2006, that milestone wasandtas a result Landec received an additionalDB00shares of preferred stock origin
valued at $481,000. The receipt of the additio@,800 preferred shares did not change Landec®d ®wnership interest in Aesthetic
Sciences. During fiscal year 2009, Aesthetic Sa@sreompleted a second preferred stock offeringhiichivLandec did not participate and as a
result Landec’s ownership interest in AestheticeSces was 17.3% as of November 28, 2010 and Ma3(3M. Aesthetic Sciences sold the
rights to its Smartfil™ Injector System on July 2610. Landec has evaluated its investment in AgistiSciences for impairment, utilizing a
discounted cash flow analysis under the terms@ptirchase agreement. Based on the terms of thetreale, the Company had determined
that its investment was other than temporarily imgzhand therefore recorded an impairment chargid df million as of May 30, 2010. The
Company'’s carrying value of its investment in Aesih Sciences of $792,000 is included in other cunment assets.

In March 2006, Landec entered into an exclusivense and research and development agreement wiBréducts and Chemicals,
Inc. ("Air Products”). Landec will provide researahd development support to Air Products for thyesrs with a mutual option for two
additional years. The license fees were recograzditense revenue over a three year period begjriviarch 2006. In addition, in
accordance with the agreement, Landec receivescf@Pe gross profit generated from the sale of potslby Air Products occurring after
April 1, 2007, that incorporate Landec’s Intelinmeaterials.

In September 2007, the Company amended its licgrasid supply agreement with Chiquita Brands Intiwnal, Inc. (“Chiquita”).
Under the terms of the amendment, the licensednabas was expanded to include additional excliids using Landec’s BreatheWay®
packaging technology, and a new exclusive licerae added for the sale and marketing of avocadosnamgjos using Landec’s BreatheWay
packaging technology. The agreement with Chiquitaich terminates in December 2011 (Chiquita haseayfear renewal option), requires
Chiquita to pay annual gross profit minimums to denin order for Chiquita to maintain its exclusiwense for bananas, avocados and

mangos. Under the terms of the agreement, Chiquitst notify Landec before Decembet df each year whether it is going to maintain its
exclusive license for the following calendar yeiad éhus agree to pay the minimums for that yeandea was notified by Chiquita in
November 2010 that Chiquita wanted to maintaimxslusive license for calendar year 2011 and tiguseal at that time to pay the minimi
gross profit for calendar year 2011.

In June 2010, Apio entered into an exclusive lieesgreement with Windset Farms (“Windset”) for W4atito utilize Landec’s
proprietary breathable packaging to extend thef §feebf greenhouse grown cucumbers, peppers amétoes (“exclusive products”). In
accordance with the agreement, Apio receive d aodrded a one-time upfront research and developfeertdf $100,000 and will receive
license fees equal to 3% of net revenue of theusiat products utilizing the proprietary breathgtdekaging technology, with or without the
BreatheWay® trademark. The ongoing license feesuagct to annual minimums of $150,000 for eacthefthree types of exclusive
product as each is added to the agreement. Aswémber 28, 2010 only one product has been addie tagreement and the first year
minimum payment period ends June 2011.
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5. Stock-Based Compensatiot

In the three and six months ended November 28, 26 Company recognized stock-based compensatipense of $457 ,000 and
$ 962,000 or $0.02 and $0.04 per basic and dilsitetle, respectively, which included $210 , 000 $464 ,000 for restricted stock unit
awards and $247,000 and $508 ,000 for stock ogfiants, respectively. In the three and six monttted November 29, 2003he Compan
recognized stock-based compensation expense of EI®and $412,000 or $0.01 and $0.02 per basidéuted share, respectively, which
included $83,000 and $202 ,000 for restricted stodkawards and $109,000 and $210 ,000 for stptiom grants, respectively.

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

Three Months Three Months  Six Months Six Months

Ended Ended Ended Ended
November 28 November 29 November 28 November 29

2010 2009 2010 2009
Research and developme $ 108,000 $ 45,000 $ 228,000 $ 94,00(
Selling, general and administrative $ 349,000 $ 147,000 $ 734,000 $ 318,00(
Total stocl-based compensation expel $ 457,00( $ 192,000 $ 962,00 $ 412,00(

As of November 28, 2010, there was $3.8 milliotiatél unrecognized compensation expense relatadvtested equity
compensation awards granted under the Companyésiiive stock plans. Total expense is expected tet@gnized over the weighted-
average period of 2.3 years for stock options a@d/@ars for restricted stock unit awards.

6. Net Income Per Diluted Share

The following table sets forth the computation dfiéd net income per share (in thousands, excepsipare amounts):
Three Month  Three Month Six Months Six Months

Ended Ended Ended Ended
November 2¢ November 2¢ November 2¢ November 2¢
2010 2009 2010 2009
Numerator:
Net income available to common stockholc $ 2,058 % 1532 % 4,35¢ $ 3,71¢
Denominator
Weighted average shares for basic net income pee 26,32« 26,36( 26,41: 26,35¢
Effect of dilutive securities
Stock options and restricted stock units 23€ 31€ 227 31k
Weighted average shares for diluted net incomesipaire 26,56( 26,67¢ 26,63¢ 26,67(
Diluted net income per sha $ 0.0¢ $ 0.06 $ 0.1¢ $ 0.14
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For the three months ended November 28, 2010 ardriloer 29, 2009, the computation of the dilutedimeime per share excluc
the impact of options to purchase 1.1 million skamad 1.1 million shares of Common Stock, respelstias such impacts would be
antidilutive for these periods.

For the six months ended November 28, 2010 and ikbee 29, 2009, the computation of the diluted nebine per share excludes
the impact of options to purchase 2.0 million skamaed 1.1 million shares of Common Stock, respelstias such impacts would be
antidilutive for these periods.

7. Income Taxes

The estimated annual effective tax rate for figeslr 2011 is currently expected to be approximad@hs. The provision for income
taxes for the three and six months ended Novente2®L0 was $1.2 million and $2.6 million, respeely.

As of May 30, 2010, the Company had unrecognizedémefits of approximately $868,000. Includedhie balance of unrecogniz
tax benefits as of May 30, 2010 is approximatel9&@00 of tax benefits that, if recognized, wowgdult in an adjustment to the Company’s
effective tax rate. The Company does not expectttieaamounts of unrecognized tax benefits willngeasignificantly within the next twelve
months.

In accordance with accounting guidance, the Compasydecided to classify interest and penaltiegadlto uncertain tax positions
as a component of its provision for income taxése Company did not accrue interest and penakiesimg to the income tax on the
unrecognized tax benefits as of November 28, 2@tOMay 30, 2010 as the amounts were not significant

Due to tax attribute carryforwards, the Companguibject to examination for tax years 1994 forwandU.S. tax purposes. The
Company was also subject to examination in vargtate jurisdictions for tax years 1998 forward, @oif which were individually significar

8. Gooduwill and Other Intangibles

The Company'’s intangible assets are comprised stboer relationships with an estimated usefuldifevelve years and
trademarks/trade names and goodwill with indefitiites (collectively, “intangible assets”), whidhmet Company recognized in accordance
with accounting guidance (i) upon the acquisitiéhiéecore in April 2010, our HAbased Biomaterials reporting unit, (ii) upon theuisition
of Apio in December 1999, which consists of our ##&woducts Technology and Export reporting units @if) from the repurchase of all n
controlling interests in the common stock of Landecin December 2006. Accounting guidance defgpasdwill as the excess of the cost
an acquired entity over the net of the estimat&dvidues of the assets acquired and the liabslidissumed at date of acquisition.” All
intangible assets, including goodwill, associatéith whe acquisitions of Lifecore and Apio were alited to our HA-based Biomaterials
reporting unit and our Food Products Technologprepg unit, respectively, pursuant to accountimgfdgnce based upon the allocation of
assets and liabilities acquired and consideratad for each reporting unit. The consideratiordgar the Export reporting unit approxima
its fair market value at the time of acquisitiondaherefore no intangible assets were recordednmection with the Company’s acquisition
of this reporting unit. Goodwill associated wittetTechnology Licensing reporting unit consistsrehyt of goodwill resulting from the
repurchase of the Landec Ag non controlling interes

The Company tests its intangible assets for impaitat least annually, in accordance with accogrgimdance. When evaluating
indefinite-lived intangible assets for impairmeatcounting guidance requires the Company to conmtparéir value of the asset to its
carrying value to determine if there is an impaintriess. When evaluating goodwill for impairmerdcaunting guidance requires the
Company to first compare the fair value of the répg unit to its carrying value to determine ittle is an impairment loss. If the fair value
of the reporting unit exceeds its carrying valuggdywill is not considered impaired; thus applicataf the second step of the two-step
approach under accounting guidance is not requifgzplication of the intangible assets impairmezst$ requires significant judgment by
management, including identification of reportingjts, assignment of assets and liabilities to repgunits, assignment of intangible asse
reporting units, and the determination of the Yailue of each indefinite-lived intangible asset agbrting unit based upon projections of
future net cash flows, discount rates and markeétiphes, which judgments and projections are inh#yeuncertain.
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Property, plant and equipment and finite-lived ingfible assets are reviewed for possible impairmdrenever events or changes in
circumstances occur that indicate that the carrgimgunt of an asset (or asset group) may not luwveeable. The Company’s impairment
review requires significant management judgmeriuiliog estimating the future success of produadjrfuture sales volumes, revenue and
expense growth rates, alternative uses for thasaasd estimated proceeds from the disposal adigbets. The Company conducts quarterly
reviews of idle and underutilized equipment, andaws business plans for possible impairment irtdisa Impairment occurs when the
carrying amount of the asset (or asset group) ebsciée estimated future undiscounted cash flowsthadmpairment is viewed as other than
temporary. When impairment is indicated, an impaintrcharge is recorded for the difference betwberatses book value and its estimat
fair value. Depending on the asset, estimated/édire may be determined either by use of a disezlcésh flow model or by reference to
estimated selling values of assets in similar ciorali The use of different assumptions would inseear decrease the estimated fair value of
assets and would increase or decrease any impdimeasurement.

The Company tested its indefinite-lived intangisets and goodwill for impairment as of July Z8,®and determined that no
adjustments to the carrying values of the intamgéssets were necessary as of that date. As ailmer 28, 2010, there were no impairment
indicators identified by the Company in its anadysi impairment associated with the acquired indefilived intangible assets. On a
quarterly basis, the Company considers the neagdate its most recent annual tests for possibpairment of its intangible assets, based on
management’s assessment of changes in its busindssther economic factors since the most recentarevaluation. Such changes, if
significant or material, could indicate a need polate the most recent annual tests for impairmititecintangible assets during the current
period. The results of these tests could leadritevdowns of the carrying values of the intangid$sets in the current period.

The Company uses the discounted cash flow (“DCpf)y@ach to develop an estimate of fair value. D& approach recognizes
that current value is premised on the expectedpecéfuture economic benefits. Indications ofumare developed by discounting projected
future net cash flows to their present value aita that reflects both the current return requirgmsef the market and the risks inherent in the
specific investment. The market approach was setlio value the Food Products Technology, Hyahmdrased Biomaterials and
Technology Licensing reporting units (the “Repagtldnits”) because insufficient market comparables exist &bknthe Company to devel
a reasonable fair value of its intangible assetstduhe unique nature of each of the Company’oRigg Units.

The DCF approach requires the Company to exeradggnjent in determining future business and findrioi@casts and the related
estimates of future net cash flows. Future net fasés depend primarily on future product salesjclitare inherently difficult to predict.
These net cash flows are discounted at a ratedfiatts both the current return requirements efrttarket and the risks inherent in the
specific investment.

The DCF associated with the Technology Licensimpgring unit is based on the Monsanto Agreemertt WMibnsanto. Under the
Monsanto Agreement, Monsanto has agreed to paydcaAd a license fee of $2.6 million in cash pemyfeafive years beginning in
December 2006, and a fee of $4.0 million if Monsagliects to terminate the Agreement, or $10.0 omillf Monsanto elects to purchase the
rights to the exclusive field. If the purchaseioptis exercised before December 2011, or if Mottsatects to terminate the Monsanto
Agreement, all annual license fees that have nen Ipaid to Landec Ag will become due upon the pasetor termination.

The DCF associated with the Food Products Techgalggorting unit is based on management’s five-yeajection of revenues,
gross profits and operating profits by fiscal yaad assumes a 37% effective tax rate for each yanagement takes into account the
historical trends of Apio and the industry categsiin which Apio operates along with inflationaagtors, current economic conditions, new
product introductions, cost of sales, operatinge@spes, capital requirements and other relevantvala@a developing its projection.

The fair value of indefinite and finite-lived intgible assets associated with our acquisition aédafe on April 30, 2010, was
determined using a DCF model based on managenfamtgear projections of revenues, gross profitd aperating profits by fiscal year and
assumes a 33% effective tax rate for each yeamalflament takes into account the historical trefd$f@core and the industry categories in
which Lifecore operates along with inflationarytiars, current economic conditions, new producbidtictions, cost of sales, operating
expenses, capital requirements and other relexaatwhen developing its projection. The trade namangible asset was valued using the
relief from royalty valuation method and the cuséomrelationship intangible asset was valued udiegnulti-period excess earnings method.
The fair value of goodwill was calculated as theess of consideration paid, including the fair eadd contingent consideration under the
terms of the purchase agreement, over the failevafiihe tangible and intangible assets acquireslllebilities assumed. The Company
updated its analysis of the fair value of the im&f-lived intangible assets and goodwill as efahnual impairment analysis date, concluding
that the fair value of the Hyaluronan-based Biomal® reporting unit, as determined by the DCF apph, exceeded its book value, and
therefore, no intangible asset impairment was deemexist.
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9. Inventories
Inventories are stated at the lower of cost (finsfirst-out method) or market and consisted &f fbllowing (in thousands):

November 2¢ May 30,

2010 2010
Raw materials $ 7,33¢ $ 6,86¢
Work in progres: 3,52¢ 2,01
Finished goods 8,881  7,22¢
Total $ 19,74¢ $ 16,107

10. Debt

On April 30, 2010 in conjunction with the acquisitiof Lifecore, Lifecore entered into a new $20limil Credit Agreement with
Wells Fargo Bank N.A. (“Wells Fargo”) with a fiveegir term that provides for equal monthly principayments plus interest. All of
Lifecore’s assets, valued at approximately $81liamlas of November 28, 2010, have been pledgeddars the debt incurred pursuant to the
Credit Agreement. Landec is the guarantor of #iat.d

On August 19, 2004, Lifecore issued variable ratistrial revenue bonds (“IRB”). These bonds vasgumed by Landec in the
acquisition of Lifecore (see Note 2). The bondsaollateralized by a bank letter of credit whislsécured by a first mortgage on the
Company'’s facility in Chaska, Minnesota. In atit the Company pays an annual remarketing fealéq.125% and an annual letter of
credit fee of 0.50%.

The Credit Agreement and the IRB contain certastrigtive covenants, which require Lifecore to meatain financial tests,
including minimum levels of net income, minimum ckiratio, minimum fixed coverage ratio and maximecapital expenditures.

On August 9, 2010 and September 14, 2010, the Coyngrmended its Credit Agreement with Wells Fargmtwlify certain
financial covenants. As of November 28, 2010,Gloenpany was in compliance with all covenants.

Long-term debt consists of the following (in thonds):

November 2¢ May 30,
2010 2010

Credit agreement with Wells Fargo; due in monttdympents of $333,333 through

April 30, 2015 with interest payable monthly at aitplus 2% per annui $ 18,00( $ 19,66
Industrial revenue bond issued by Lifecore; duarinual payments through 2020 v

interest at a variable rate set weekly by the rentgarketing agent (0.48% and

2.56% at November 28, 2010 and May 30, 2010, reisedo) 3,83( 4,10:
Total 21,83( 23,77(
Less current portion (4,329 (4,527)
Long-term portion $ 17,507 $ 19,24¢

The maturities on the IRB are held in a sinkingdf@atcount, recorded in Prepaid expenses and athemt assets in the
accompanying Consolidated Balance Sheets anddsopaieach year on Septembet .1
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11. Derivative Financial Instruments

The Company is exposed to interest rate risks pifiyrtarough borrowings under its Credit Agreemaiith Wells Fargo (see Note
10). Interest on all of the Company’s borrowingsler its Credit Agreement is based upon varialikrést rates. As of November 28, 2010,
the Company had borrowings of $18.0 million outdtag under its Credit Agreement which bear inteag¢st rate equal to the one-month
LIBOR plus 2%. As of November 28, 2010, the ing¢mate on borrowings under the Credit Agreemerst &xruing at 2.375%.

In May 2010, the Company entered into a five-yaterest rate swap agreement under the Companytit@greement which
expires on April 30, 2015. The interest rate swag designated as a cash flow hedge of futureastt@ayments of LIBOR and has a notic
amount of $20 million. As a result of the intereste swap transaction, the Company fixed for ajigar period the interest rate at 4.24%
subject to market based interest rate risk on $Hl®mof borrowings under its Credit AgreementhéfCompany’s obligations under the
interest rate swap transaction as to the scheghalgihents were guaranteed and secured on the saimseabas its obligations under the Credit
Agreement. As of November 28, 2010, the Compangnded to Other Comprehensive Loss on the CordetidBBalance Sheets an
unrealized loss of $331,000, net of taxes of $21M,@s a result of the interest rate swap. Thealized loss was based on Level 2 hierarchy
for fair value measurements. If the interest satap is terminated or the debt borrowed is paiguaéir to April 30, 2015, the amount of
unrealized loss or gain included in Other Comprehe&nincome (Loss) would be reclassified to earsinfhe Company has no intentions of
terminating the interest rate swap or prepayingitat in the next twelve months. The interest satap liability is included in other non
current liabilities as of November 28, 2010 and N3y 2010.

12. Related Party

Apio provides cooling and distributing services famms in which the Chairman of Apio (the “Apio Ghman”) has a financial
interest and purchases produce from those farnpéo @so purchases produce from Beachside Produ€efdr sale to third
parties. Beachside Produce is owned by a groentities and persons, including the Apio Chairntaat supply produce to Apio. Revenues
and the resulting accounts receivable and costaafyet sales and the resulting accounts payablelassified as related party items in the
accompanying financial statements as of Novembg2@80 and May 30, 2010 and for the three and sirths ended November 28, 2010
and November 29, 2009.

Apio's domestic commodity vegetable business whistedBeachside Produce in 2003. The Apio Chairimsan12.5% owner in
Beachside Produce. During the three and six mamded November 28, 2010, the Company recognizeshues of $173,000 and $356,0
respectively, from the sale of products to Beaah§icbduce. During the three and six months endra@idber 29, 2009, the Company
recognized revenues of $213,000 and $422,000, céeply, from the sale of products to BeachsidedBo®. The related accounts receivable
from Beachside Produce are classified as relatdgl pathe accompanying financial statements ad@fember 28, 2010 and May 30, 2010.

All related party transactions are monitored qubrtiey the Company and approved by the Audit Corteribf the Board of
Directors.

13. Comprehensive Income (Loss

Comprehensive income (loss) consists of net incanteother comprehensive income which for Landeludes changes in
unrealized gains and losses on marketable secugitié changes in unrealized gains and losses imtdtest rate swap with Wells Fargo
Bank, N.A. Accumulated other comprehensive losgj®rted as a component of stockholders’ equiepr the three and six months ended
November 28, 2010, the net comprehensive loss fhenunrealized loss on the interest rate swap i@md @inrealized gains on marketa
securities, net of income taxes, was a net log9afnd $331,000, respectively. For both the threksix months ended November 29, 2009,
the comprehensive income from unrealized gains arketable securities, net of income taxes, wasOR@2, Accumulated other
comprehensive income is reported as a componetboikholders’ equity.
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14. Stockholders Equity

During the three and six months ended Novembe2@80, 37,747 and 55,266 shares of Common Stogbectsely, were issued
upon the vesting of RSUs and upon the exercis@tidmms under the Company’s equity plans.

During the three and six months ended Novembe2@80, the Company granted options to purchase @&08 36,000 shares,
respectively, of common stock and 8,667 and 12,68pectively, of restricted stock unit awards.

As of November 28, 2010 the Company has resen&chBlion shares of Common Stock for future issianader its current and
former equity plans.

On July 14, 2010, the Company announced that tleedBaf Directors of the Company had approved thebéishment of a stock
repurchase plan which allows for the repurchaagdd $10 million of the Company’s Common Stockhe Company may repurchase its
common stock from time to time in open market pasgs or in privately negotiated transactions. tirheg and actual number of shares
repurchased is at the discretion of managemeiteo€bmpany and will depend on a variety of factrdpding stock price, corporate and
regulatory requirements, market conditions, thathet attractiveness of other capital deploymemtoofunities and other corporate
priorities. The stock repurchase program doeohlgate Landec to acquire any amount of its comstook and the program may be
modified, suspended or terminated at any timeeatbmpany's discretion without prior notice. Dgrthe three and six months ended
November 28, 2010, the Company repurchased onptiie market 150,000 and 216,000 shares, respegtofalg Common Stock fc
$822,000 and $1.2 million, respectively.

15. Business Segment Reportin

Landec operates in four business segments: the Faatlicts Technology segment, the Export segmentiA-based Biomaterials
segment and the Technology Licensing segment. Folee Products Technology segment markets and paedalty packaged whole and
fresh-cut vegetables that incorporate the Breathe$gacialty packaging for the retail grocery, cibre and food services industry. In
addition, the Food Products Technology segmerd BetatheWay packaging to partners for non-vegetatdducts. The Export segment
consists of revenues generated from the purchakeade of primarily whole commodity fruit and veaglele products to Asia. The HA-based
Biomaterials segment sells products utilizing hyahan, a naturally occurring polysaccharide thatigely distributed in the extracellular
matrix of connective tissues in both animals anch&ims for medical use in the ophthalmic, orthopedit veterinary markets. The
Technology Licensing segment licenses Landec’snpadielntellicoat seed coatings to the farming induand licenses the Company’s
Intelimer polymers for personal care products atheindustrial products. Corporate includes caapogeneral and administrative expenses,
non Food Products Technology interest income andpgamy-wide income tax expenses. All of the assktise Company are located within
the United States of America. The Company’s iradaomal sales are primarily to Europe, Canada, @ajindonesia, China and
Japan. Operations and identifiable assets by essisegment consisted of the following (in thousgnd
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Three Months Ended November 28, Food Produc HA-based Technology

2010 Technology Export Biomaterials Licensing Corporate TOTAL
Net sales $ 40,64¢ $ 19,63t % 8,42: $ 1,46z $ — 3 70,16¢
International sale $ 4,166 $ 19,57 % 6,32t % o $ o $ 30,06:
Gross profi $ 3,75. $ 1,23C $ 5411 $ 1,46z $ — 3 11,85¢
Net income (loss $ 852 $ 607 $ 2,841 $ 544 $ 2,790 $ 2,05t
Depreciation and amortizatic $ 77T % 2 % 47¢  $ 38 % — 3 1,29t
Interest incomt $ 45 $ — $ I — $ SIS 117
Interest expens $ — 3 — $ 20¢ $ — % — 20¢
Income tax expens $ — $ — $ — $ — $ 1,20¢ $ 1,20¢
Three Months Ended November 29,

2009

Net sales $ 42,32t $ 17,07 $ — $ 153 $ — $ 60,93:
International sale $ 3,571 $ 16,48( $ — 3 o $ o $ 20,05
Gross profit $ 4,75 $ 1,12¢ % — 8 153t $ — 3 7,415
Net income (loss $ 1,98: $ 47¢  $ — $ 89¢ $ (1,820 $ 1,53¢
Depreciation and amortizatic $ 73t $ 4 $ — $ 40 $ — 3 77¢
Interest incom $ 63 $ — 3 — $ — 3 205 $ 26€
Interest expens $ 4 $ — 3 — $ — 3 — $ 4
Income tax expens $ — — — ¢ — 89t $ 89t
Six Months Ended November 28,

2010

Net sales $ 81,207 $ 36,11¢ $ 14,80¢ $ 298¢ $ — % 135,12(
International sale $ 8,771 $ 36,017 $ 10,75¢ $ o $ o $ 55,54¢
Gross profit $ 10,11 $ 2,161 $ 8,40¢ $ 298¢ $ — 3 23,67
Net income (loss $ 4,45¢ $ 984 $ 353t % 1,11¢ $ (5,732 $ 4,35¢
Depreciation and amortizatic $ 1561 $ 4 $ 962z $ 7% — 3 2,60z
Interest incomt $ 74 % — 3 62 $ — 3 88 $ 224
Interest expens $ 2 $ — 3 VSIS — 3 — 3 43t
Income tax expens $ — 3 — 3 — 3 — 3 2,561 $ 2,561
Six Months Ended November 29,

2009

Net sales $ 84,18. $ 34,77¢  $ — 3 291¢ $ — $ 121,87!
International sale $ 7,007 $ 32,43 $ — $ o $ o $ 39,43¢
Gross profi $ 11,13¢  $ 2,23 $ — $ 2,91t $ — 3 16,28
Net income (loss $ 5381 $ 1,057 $ — $ 1,63t $ (4,35¢) $ 3,71¢
Depreciation and amortizatic $ 1452 % 7 $ — 8 82 $ — 3 1,541
Interest incomt $ 95 $ —  $ — 3 — 45¢  $ 554
Interest expens $ 5 % — 3 — 8 — $ — 3 5
Income tax expens $ — 3 — 3 — 3 — 3 2,17¢ $ 2,17¢

During the six months ended November 28, 2010 amekehber 29, 2009, sales to the Company’s top fissammers accounted for
43% and 47%, respectively, of revenues with the @amy’s top customer from the Food Products Teclgyosegment, Costco Wholesale
Corp., accounting for 15% and 19% for the six merghded November 28, 2010 and November 29, 2068ectvely. The Company
expects that, for the foreseeable future, a limiechber of customers may continue to account Bigaificant portion of its net revenues.
13. Subsequent Events

The Company has evaluated and disclosed subseenmmis through the date of the issuance of thadiahstatements.
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Item 2. Management'’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion should be read in conjiorctvith the unaudited consolidated financial stegats and accompanying notes
included in Part I-Item 1 of this Form 10-Q and ¢helited consolidated financial statements andrapeaying notes and Management'’s
Discussion and Analysis of Financial Condition &®bults of Operations included in Landec’s Annugp&t on Form 10-K for the fiscal
year ended May 30, 201

Except for the historical information containeddiar the matters discussed in this report are faii@oking statements within the
meaning of Section 21E of the Securities ExchanceoA1934. These forward-looking statements imgalertain risks and uncertainties that
could cause actual results to differ materiallynfrthose in the forward-looking statements. Po#énigks and uncertainties include, without
limitation, those mentioned in this Form 10-Q andse mentioned in Landec’s Annual Report on ForAK X6r the fiscal year ended May !
2010. Landec undertakes no obligation to updatevase any forward-looking statements in ordereftect 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 includeuti alescribed in the Form 10-
for the fiscal year ended May 30, 2010 filed while Securities and Exchange Commission on Augu2am).

The Company

Landec Corporation and its subsidiaries (“Landacthe “Company”) design, develop, manufacture aidpolymer products for
food and agricultural products, medical devices lazahsed partner applications that incorporatedears patented polymer
technologies. The Company has two proprietarymelytechnology platforms: 1) Intelimer® polymeasad 2) Hyaluronan (“HA”")
biopolymers. The Company'’s proprietary polymehtemogies are the foundation, and a key differéintigadvantage, upon which Landec
has built its business.

After the acquisition of Lifecore Biomedical, In¢Lifecore”) on April 30, 2010, Landec now has fozore businesses — Food
Products Technology, Export, HA-based Biomatemad Technology Licensing, each of which is desctibelow.

Our wholly-owned subsidiary, Apio, operates our ¢c&woducts Technology business, combining Landadprietary food
packaging technology with the capabilities of @éanational food supplier and value-added producegssor. In Apio’s value-added

operations, produce is processed by trimming, washmixing, and packaging into bags and traysiti@irporate Landec’s Breathewgy
membrane technology. The BreatheWay membraneaseseshelf life and reduces shrink (waste) foileessand, for certain products,
eliminates the need for ice during the distributdgule and helps to ensure that consumers recedgh produce by the time the product m:

its way through the supply chain. Apio also licesthe BreatheWay technology to ChiquBaands International, Inc. (“Chiquita”) for
packaging and distribution of bananas and avocaddso Windset Farms for packaging of greenhouseigicucumbers, peppers and
tomatoes.

Apio also operates the Export business througBaisEx Trading Company (“Cal-Ex”). The Export husss purchases and sells
whole fruit and vegetable products to predominaAsian markets.

Our newly acquired wholly-owned subsidiary, Lifeepoperates our HA-based Biomaterials businesssaprihcipally involved in
the development and manufacture of products utiifiyaluronan, a naturally occurring polysacchatiid is widely distributed in the
extracellular matrix of connective tissues in battimals and humans. Lifecore’s products are pilynsold to three medical segments: (1)
Ophthalmic, (2) Orthopedic and (3) Veterinary. ddbre also supplies hyaluronan to customers pugsithrer medical applications, such as
aesthetic surgery, medical device coatings, tissiggneering and pharmaceuticals. Lifecore levesdtgeproprietary fermentation process to
manufacture premium, pharmaceutical-grade hyalurosad its proprietary aseptic filling capabilitiesdeliver HA finished goods to its
customers. Lifecore also manufactures and ssliswih HA-based finished goods. Lifecore is knowthie medical segments as a premium
supplier of HA. Its name recognition allows Lifeedo acquire new customers and sell new produitksamly a small marketing or sales
capability.
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Landec’s Technology Licensing business developprietary polymer technologies and applies themvide range of applications
including seed coatings and treatments, temperatdieators, controlled release systems, drug defivpressure sensitive adhesives and
personal care products. These applications arenewnialized through partnerships with third partiesulting in licensing and royalty
revenues. For example, Monsanto Company (“Monsahts an exclusive license to our Intellicoat®deeating technology for specific
seed treatment applications, Air Products and Coalsyilinc. (“Air Products”) has an exclusive licerie our Intelimer polymers for personal
care products and Nitta Corporation (“Nitta”) lis&s Landec’s proprietary pressure sensitive adee$&ir use in the manufacture of
electronic components by their customers.

Landec was incorporated on October 31, 1986. Wepteted our initial public offering in 1996 and ddommon Stock is listed on
The NASDAQ Global Select Market under the symbdifC.” Our principal executive offices are located8&03 Haven Avenue, Menlo
Park, California 94025 and our telephone numb&3¢) 306-1650.

Description of Core Business

Landec participates in four core business segmef#o, Inc. with the Food Products Technology &xgbort businesses, Lifecore
Biomedical, Inc., with Hyaluronan-based Biomateriblisiness and Landec’s Technology Licensing bssine

Landec Corporation

[

Proprietary Polvmer Sclence Technology

Food Products Export Hyalurenan-based Technology Licensing
Technology Biomatarials

Food Products Technology Business

The Company began marketing its proprietary Intetiibased BreatheWay® membranes in 1996 for udeeifrésh-cut produce
packaging market, one of the fastest growing seggriarthe produce industry. Landec’s proprietargdheWay packaging technology
when combined with fresh-cut or whole produce nssal packaged produce with increased shelf lifg r@aluced shrink (waste) without the
need for ice during the distribution cycle. Theuléing products are referred to as “value-addedtipcts. During the fiscal year ended May
30, 2010, Apio shipped nearly seventeen millionares of produce to leading supermarket retailehmlesalers, foodservice suppliers and
club stores throughout the United States and iatemally, primarily in Canada.

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

Value-Added Supplier: Apio has structured its business as a marketeselhet of fresh-cut and whole value-added produtes
focused on selling products under its Eat Smargtrand other brands for its fresh-cut and wholeeradded products. As retalil
grocery and club store chains consolidate, Apiga8 positioned as a single source of a broad rarfigreoducts.

Reduced Farming Risks: Apio reduces its farming risk by not taking owstap of farmland, and instead, contracts with gnexer
produce. The year-round sourcing of produce isyadomponent to the fresh-cut and whole value-agdecessing business.
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Lower Cost Structure: Apio has strategically invested in the rapidly gimogvfresh-cut and whole value-added business. '4{i86,000
square foot value-added processing plant is autnaith state-of-the-art vegetable processing eqaig. Virtually all of Apio’s
value-added products utilize Apio’s proprietary &freeWay packagingtechnology. Apio’s strategy is to operate onedargntral
processing facility in one of California’s largelstwest cost growing regions (Santa Maria Valleyl ase packaging technology to
allow for the nationwide delivery of fresh prodym®ducts.

Expanded Product Line Using TechnologyApio, through the use of its BreatheWay packagiteghnology, is introducing on average
fifteen new value-added products each year. Theseproduct offerings range from various sizesedlfi-cut bagged products, to
vegetable trays, to whole produce, to vegetabkdsadnd snack packs. During the last twelve moAibi® has introduced 10 new
products.

Apio established its Apio Packaging division in 8G0 advance the sales of BreatheWay packagingodatyy for shelflife sensitive
vegetables and fruit. The Company’s specialty paicigafor case liner products extends the shelfdifeertain produce commodities up to
50%. This shelf life extension can enable thezatilon of alternative distribution strategies tmrgefficiencies or reach new markets while
maintaining product quality to the end customer.

Apio Packaging'’s first program has concentratedamanas and was formally consummated when Apigezhteto an agreement to
supply Chiquita with its proprietary banana packggechnology on a worldwide basis for the ripenitanservation and shelf-life extension
of bananas for most applications on an exclusigistend for other applications on a non-exclusagi$ In addition, Apio provides Chiquita
with ongoing research and development and proeessblogy support for the BreatheWay membranesagd, and technical service
support throughout the customer chain in ordesstisain the development and market acceptandeedethnology.

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

In fiscal year 2008, the Company expanded the tige BreatheWay technology to include avocadosmadgos under an expanded
licensing agreement with Chiquita. Commercial saleavocados packaged in Landec’s BreatheWay gaukanto the food service industry
began late in fiscal year 2008 and commercial Irstdés began in fiscal year 2010.

In June 2008, Apio entered into a collaboratioreagrent with Seminis Vegetable Seeds, Inc., a wimllged subsidiary of
Monsanto, to develop novel broccoli and cauliflowesducts for the exclusive sale by Apio in the tRgkmerican market. These novel
products will be packaged in Landec’s proprietargadheWay packaging and will be sold to retail grgchains, club stores and the food
service industry. Field trials for the initial ¢t varieties began in the Fall of 2008 and wKktaeveral years to develop and initial
commercial test markets are scheduled to begindrsSpring of 2011.

In June 2010, Apio entered into an exclusive lieemgreement with Windset Farms for Windset toagtiliandec’s proprietary
breathable packaging to extend the shelf life eeghouse grown cucumbers, peppers and tomatoes.

Export Business

Export revenues consist of revenues generatedtfiepurchase and sale of primarily whole commoilitit and vegetable products
to Asia through Apio’s export company, Cal-Ex. TExport business is a buy/sell business that resbzcommission-based margin on
average in the 6-7% range.

Hyaluronan-based Biomaterials Business

Our HA-based Biomaterials business, operated thrawg Lifecore subsidiary, was acquired by Landedpril 30, 2010.
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Lifecore intends to use its proprietary fermentajoocess and aseptic formulation and filling ekperto be a leader in the
development of HA-based products for multiple agations and to take advantage of non-HA devicedang opportunities which leverage
our expertise in HA manufacture and syringe filloapabilities. Elements of Lifecore’s strategylinke the following:

° Establish strategic relationships with market leggde Lifecore will continue to develop applications faroducts with
partners who have strong marketing, sales andllisibn capabilities to end-user markets. Lifectm®ugh its strong reputation and history
of providing premium HA products has been ablestaglish long-term relationships with the markeidieg companies such as Alcon and
Abbott Medical Optics in ophthalmology, and Mus@Keletal Transplant Foundation (MTF) and Novart i orthopedics.

° Expand medical applications for hyaluronarbue to the growing knowledge of the unique cbemstics of HA and the
role it plays in normal physiology, Lifecore cont#s to identify and pursue further uses for HAtimeo medical applications, such as wound
care, aesthetic surgery, adhesion prevention, deligery, device coatings and pharmaceuticals.Heurapplications may involve expanding
process development activity and/or additionalrgiag of technology.

° Utilize manufacturing infrastructure to pursue catt aseptic filling and fermentation opportunitieifecore will
continue to evaluate providing contract servicefgportunities that are suited for the capital &amwility investment related to aseptic filling
equipment, fermentation and purification.

° Maintain flexibility in product development and plyprelationships. Lifecore’s vertically integrated development and
manufacturing capabilities allow it to establishagiety of relationships with global corporate parts. Lifecore’s role in these relationships
extends from supplying HA raw materials to manufaog of aseptically-packaged, finished steriledarcts to developing and manufacturing
its own proprietary products.

Technology Licensing Businesses
The Technology and Market Opportunity: Intellicoat Seed Coatings

Following the sale of FCD, Landec Ag’s strategy haen to work closely with Monsanto to further depeour patented, functional
polymer coating technology for sale and/or licegdimthe seed industry. In accordance with itsrge and supply agreement with Monsanto,
Landec Ag is currently focused on commercializingducts for the seed corn market and then plabsaaden the technology to other seed
crop applications.

Landec's Intellicoat seed coating applicationsdasgned to control seed germination timing, inseeerop yields, reduce risks and
extend crop-planting windows. These coatings areeatly available on hybrid corn, soybeans and nrddeed corn used for seed
production. In fiscal year 2000, Landec Ag laurtthie first commercial product, Pollinator Pl@scoatings, which is a coating application
used by seed companies as a method for spreadiiagion to increase yields and reduce risk inpheduction of hybrid seed corn. There
are approximately 650,000 acres of seed produdtitimee United States and in 2010 Pollinator Plus wsed by 10 seed companies on
approximately 18% of the seed corn production aicréise U.S.

Monsanto announced in 2008 that it had formed almesiness called the Seed Treatment Business wiilichllow Monsanto to
develop its seed treatment requirements interndllye concept of seed treatments is to place atticgde or fungicide directly onto the seed
surface in order to protect the seed and the sepd$ it emerges. Landec’s Intellicoat seed cgagnhnology could be an integral and
proprietary part of Monsanto’s commitment to builglia major position in seed treatments worldwideidipg Landec’s seed coatings as a
“carrier” of insecticides/fungicides which can bepmknsed at the appropriate time based on timeilotesnperature. During fiscal year 2010
we amended our agreement with Monsanto and asith oes development activities are focused on &ifipgechnology of interest to
Monsanto.
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The Technology and Market Opportunity: Intelimer Polymer Applications

We believe our technology has commercial poteimial wide range of industrial, consumer and medipalications beyond those
identified in our other segments. For example,amre patented technology, Intelimer materials, lmanised to trigger release of catalysts,
insecticides or fragrances just by changing theperature of the Intelimer materials or to activadbesives through controlled temperature
change. In order to exploit these opportunities have entered into and will enter into licensing aollaborative corporate agreements for
product development and/or distribution in cerfiééfds. However, given the infrequency and unpetadiility of when the Company may
enter into any such licensing and research andaewent arrangements, the Company is unable téodisdts financial expectations in
advance of entering into such arrangements.

Industrial Materials and Adhesivt

Landec’s industrial product development stratedyp i®cus on coatings, catalysts, resins, additaresadhesives in the polymer
materials market. During the product developméades, the Company identifies corporate partnessipport the ongoing development and
testing of these products, with the ultimate gddloensing the applications at the appropriateetim
Intelimer Latent Catalyst Polymer Syste

Landec has developed latent catalysts useful ienetihg pot-life, extending shelf life, reducing weaand improving thermoset cure
methods. Some of these latent catalysts are dlyrisging distributed by Akzo-Nobel Chemicals Bt¥rough our licensing agreement with
Air Products. The rights to develop and sell Larisiéatent catalysts and personal care technolagés licensed to Air Products in March
2006.
Personal Care and Cosmetic Applicatic

Landec’s personal care and cosmetic applicationsesly is focused on supplying Intelimer materialindustry leaders for use in
lotions and creams, as well as color cosmeticstitiks and hair care. The Company's partner, Ade&cts, is currently shipping products to
L'Oreal, The Mentholatum Company and other compsfae use in lotions and creams. The rights teetigvand sell Landec’s polymers for
personal care products were licensed to Air Pradimciarch 2006 along with the latent catalyst tigh
Intelimer Drug Delivery Polymet

Landec has been developing both biodegradable amdiodegradable polymers for use in drug delivagplications targeting the
use of its highly crystalline polymers and the tlegphysical properties to minimize or eliminatediyextend drug release profiles and
deliver novel valuable properties to the pharmast.
Results of Operations

Revenuegin thousands):

Threemonths  Three months Six months Six months
ended 11/28/10 ended 11/29/09  Change ended 11/28/10 ended 11/29/09  Change
Apio Value Added $ 40,17¢ $ 41,73: 4% $ 79,82¢ $ 83,02 (4)%
Apio Packaging 47C 593 (21)% 1,38: 1,157 20%
Technology Subtotal 40,64¢ 42,32¢ (4)% 81,201 84,18: (4)%
Apio Export 19,63t 17,07« 15% 36,11¢ 34,77¢ 4%
Total Apio 60,28 59,40( 1% 117,32¢ 118,95 (1)%
HA 8,42 — N/M 14,80¢ — N/M
Tech. Licensing 1,462 1,53¢ (5)% 2,98¢ 2,91¢ 2%
Total Revenues $ 70,16¢ $ 60,93: 15% $ 135,12( $ 121,87! 11%

Apio Value Added

Apio’s value-added revenues consist of revenuesrgéed from the sale of specialty packaged frestaied whole value-added
processed vegetable products that are washed akdgeal in our proprietary packaging and sold uAgeo’s Eat Smart brand and various
private labels. In addition, value-added reverinelide the revenues generated from Apio Coolirg), & vegetable cooling operation in
which Apio is the general partner with a 60% owhgrgosition.

The decrease in Apio’s value-added revenues fothifee and six months ended November 28, 2010 cada the same periods

last year was primarily due to a decrease in vatlded unit sales volumes of 10% and 9%, respegtipalttially offset by a year over year
mix change to greater sales of higher priced tragycts from lower priced bag products comparethéssame periods last year.
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Apio Packaging

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

The decrease in Apio packaging revenues for treethronths ended November 28, 2010 compared t@the period last year and
the increase in Apio packaging revenues for therinths ended November 28, 2010 compared to the panod last year was primarily d
to the timing of the sale of BreatheWay membrane&stiquita for use on avocado applications. Chépurchased a sizable quantity of
BreatheWay membranes during the first quartersafali year 2011 and therefore purchased less dtimingecond quarter of fiscal year 2011.
Apio Export

Apio export revenues consist of revenues genefadedthe purchase and sale of primarily whole corditydfruit and vegetable
products to Asia by Cal-Ex. Apio records revengeas to the sale price to third parties becautak@s title to the product while in transit.

The increase in revenues in Apio’s export busifesthe three and six months ended November 2B) 20mpared to the same
periods last year was primarily due to an 18% &d respectively, increase in export sales volunses i@sult of an increased supply of fruit
to export.

Hyaluronan-based (“HA”) Biomaterials

The Company'’s Lifecore subsidiary principally geates revenue through the sale of products contaiif. Lifecore was acquired
on April 30, 2010.

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

The change in Technology Licensing revenues fothihee and six months ended November 28, 2010 c@upa the same periods
of the prior year was not significant to consolatht. andec revenues.

Gross Profit (in thousands):

Threemonths  Three months Six months Six months
ended 11/28/10 ended 11/29/09  Change ended 11/28/10 ended 11/29/09  Change
Apio Value Added $ 3,341 $ 4,25( D% $ 8,95: $ 10,11¢ AD)%
Apio Packaging 411 50& (19)% 1,16: 1,021 14%
Technology Subtotal 3,752 4,75k (21)% 10,11¢ 11,13¢ (9)%
Apio Export 1,23( 1,12¢ 9% 2,161 2,23¢ (3)%
Total Apio 4,982 5,88¢ (19)% 12,27¢ 13,36¢ (8)%
HA 5,411 — N/M 8,40¢ — N/M
Tech. Licensing 1,462 1,53: (5)% 2,98¢ 2,91¢ 2%
Total Gross Profit $ 11,85 $ 7,417 60% $ 23,671 % 16,28’ 45%

General

There are numerous factors that can influence gnadg including product mix, customer mix, manciiaring costs, volume, sale
discounts and charges for excess or obsolete iomerib name a few. Many of these factors inflleeoc are interrelated with other
factors. Therefore, it is difficult to preciselyantify the impact of each item individually. TBempany includes in cost of sales all of the
costs related to the sale of products in accordaiitbeU.S. generally accepted accounting principl€sese costs include the following: raw
materials (including produce, casein, seeds anklagatg), direct labor, overhead (including indirkatior, depreciation, and facility related
costs) and shipping and shipping related cost® fotowing discussion surrounding gross profitliies management’s best estimates of the
reasons for the changes for the three and six marttled November 28, 2010 compared to the sanmdpdaist year as outlined in the table
above.
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Apio Value-Added

The decrease in gross profit for Apio’s value-adgpécialty packaging vegetable business for theethnd six months ended
November 28, 2010 compared to the same periodgdastwas primarily due to (1) the decrease inmaes for both periods, (2) shortage:
produce due to cold and wet weather in Californierd) November which resulted in the Company buyingduce on the open market at
prices above contracted prices coupled with pradoghefficiencies. These decreases were partidfiset by a year over year mix change to
greater sales of higher margin tray products fromelr margin bag products compared to the sameq=slast year.

Apio Packaging

The decrease in Apio packaging gross profits ferttitee months ended November 28, 2010 compairtheé ame period last year
and the increase in Apio packaging gross profitgHe six months ended November 28, 2010 compartitetsame period last year was
primarily due to the timing of the sale of Breath@y\membranes to Chiquita for use on avocado apijgita Chiquita purchased a sizable
guantity of BreatheWay membranes during the fitgtrter of fiscal year 2011 and therefore purchdseslduring the second quarter of fiscal
year 2011

Apio Export

Apio’s export business is a buy/sell business ithalizes a commission-based margin in the 6-7%eafde increase in gross profit
for Apio’s Export business during the three morghded November 28, 2010 compared to the same pdasbgear was due to a 15%
increase in revenues in lower margin fruit expoitbe decrease in gross profit for Apio’s Exporsiness during the six months ended
November 28, 2010 compared to the same periogéastwas due to a decrease in average margin® dhighter sales volumes which tenc
lower the margins on commissioned-based products.

HA-based Biomaterials

Lifecore was acquired on April 30, 2010.

Technology Licensing

The decrease in Technology Licensing gross profitie three and six months ended November 28, 20d&(pared to the same
periods of the prior year was not significant tosaolidated Landec revenues.

Operating Expensegqin thousands):

Threemonths  Three months Six months Six months
ended 11/28/10 ended 11/29/09 Change  ended 11/28/10 ended 11/29/09 Change

Research and Development:

Apio $ 24¢ $ 307 (20% $ 46¢ $ 601 (22)%
HA 1,091 $ — N/M 2,14t $ — N/M
Tech. Licensing 91¢ 63¢ 45% 1,87¢ 1,28( 46%
Total R&D $ 2,258 $ 942 13¢% $ 4,487 $ 1,881 13%%
Selling, General and Administrative:

Apio $ 3,19C $ 3,04¢ 5% $ 6,211 $ 6,111 2%
HA 1,26 $ — N/M 2,252 $ — N/M
Corporate 1,61¢ 1,13¢ 43% 3,26 2,641 24%
Total S,G&A $ 6,072 $ 4,18z 45% $ 11,72 $ 8,752 34%
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Research and Development

Landec’s research and development expenses consigrily of expenses involved in product developimend commercialization
initiatives. Research and development efforts@bAre focused on the Company’s proprietary Be\athy membranes used for packaging
produce, with recent focus on extending the siifeliof bananas and other shelf-life sensitive valglets and fruit. In the HA business, the
research and development efforts are focused orpnegucts and applications for HA-based biomatsridh the Technology Licensing
business, the research and development efforf@emsed on uses for the proprietary Intelimer paysroutside of food and HA.

The increase in research and development expemsti®efthree and six months ended November 28, 206ifpared to the same
periods last year was primarily due to the reseanthdevelopment expenses from Lifecore and froimeease in scientific staff at
Corporate to support the development of new prodpptications.

Selling, General and Administrative

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

The increase in selling, general and administragxgenses for the three and six months ended Noxed# 2010 compared to the
same periods last year was primarily due to thengelgeneral and administrative expenses for lafec

Other (in thousands):

Threemonths  Three months Six months Six months

ended 11/28/10 ended 11/29/09  Change ended 11/28/10 ended 11/29/09  Change
I nterest | ncome $ 117 $ 26€ 56)% $ 224 $ 554 (60)%
I nterest Expense $ (209 $ 4 NM  $ (435 $ (5) N/M
Other Expense $ (44) $ — NM  $ (102) $ — N/M
Income Taxes $ (1,209 $ (895) 35% $ (2,560) $ (2,17¢) 18%
Noncontrolling I nterest $ (228 $ (12€) 2% $ (22¢) $ (309 27)%

Interest Income

The decrease in interest income for the three enthenths ended November 28, 2010 compared toahmee periods last year was
primarily due to less cash to invest because ot#sh used to acquire Lifecore and from lower weld investments due to declines in
interest rates.

Interest Expense

The increase in interest expense during the thrdesix months ended November 28, 2010 compardteteame periods last year
was due to payments in connection with the facéityered into on April 30, 2010 in conjunction wille acquisition of Lifecore.

Other Expenses
The other expense is for the amortization of tlsealint on Lifecore’s earnout obligation (see Ngte 2
Income Taxes

The increase in the income tax expense for the thnel six months ended November 28, 2010 is dae38% and 15% increase,
respectively, in net income before taxes compavdgld same periods last year.

Noncontrolling Interest

The noncontrolling interest consists of the limifgdtners’ equity interest in the net income of @@iooling, LP.
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The increase in the noncontrolling interest forttiree and six months ended November 28, 2010 cadpa the same periods last
year was not significan

Liquidity and Capital Resources

As of November 28, 2010, the Company had cash asl equivalents of $5.4 million, a net decreask¥2@t4 million from $27.8
million at May 30, 2010.

Cash Flow from Operating Activities

Landec generated $2.1 million of cash flow frommapieg activities during the six months ended Nobenm28, 2010 compared to
generating $4.2 million of cash flow from operatidfivities for the six months ended November Z®® The primary sources of cash fr
operating activities during the six months endedéber 28, 2010 were from generating $4.4 millibnet income and non-cash related net
expenses of $2.5 million, partially offset by a detrease of $4.8 million in working capital. Tgvémary changes in working capital were (a)
a $5.8 million increase in accounts receivabletduan increase in accounts receivable at Lifecera @esult of the timing of shipments during
the quarter of which over half occurred in Noveméed an increase in accounts receivable at Apidauecreased export sales during the
month of November, (b) a $3.6 million increasennentories due to an increase in inventories abApadvance of its busy holiday season
and an increase in inventories at Lifecore dudédauild up of inventory for new expected busindising the second half of fiscal year 2011,
(c) a $1.5 million decrease in prepaid expensesgrily due to amortization of prepaid insurance tnes and collection of our advances on
produce, (d) a $4.6 million increase in accountsapée resulting from the timing of payments anditieease in cost of sales due to produce
shortages during November 2010, and (e) a $2.2omitlecrease in deferred revenue primarily duetognizing $2.3 million of revenue
associated with deferred revenue from the Monsliceasing agreement during the first six monthéisifal year 2011.

Cash Flow from Investing Activities

Net cash used in investing activities for the sontins ended November 28, 2010 was $22.6 millionpaoed to $46.4 million for tt
same period last year. The primary uses of castvesting activities during the first six montfisfiscal year 2011 were from the purchase of
$3.5 million of property, plant and equipment prithyafor the further expansion of Apio’s value-adberocessing facility and the further
automation of Apio’s value-added processing fac#ihd the purchase of equipment at Lifecore to stighe addition of new customers and
from the net purchase of $19.2 million of marke¢adécurities.

Cash Flow from Financing Activities

Net cash used in financing activities for the siantins ended November 28, 2010 was $1.8 companeet iwash provided by
financing activities of $1.0 million for the samerjod last year. The use of cash from financirtg/aies during the first six months of fiscal
year 2011 was primarily from $1.9 million of Ic-term debt payments and the repurchase of $1.milif the Company’s outstanding
Common Stock, partially offset by the tax bengfinh stock-based compensation of $1.6 million.

Capital Expenditures

During the six months ended November 28, 2010, karmmtntinued its expansion of Apio’s value-addestpssing facility and
purchased vegetable processing equipment to sujhgoftirther automation of Apio’s value added pesieg facility and it purchased
equipment to support the addition of new custoraétdfecore. These expenditures represented therityeof the $3.5 million of capital
expenditures.

Debt

On April 30, 2010 in conjunction with the acquisitiof Lifecore, Lifecore entered into a $20 milli@nedit Agreement with Wells
Fargo Bank N.A. (“Wells Fargo”) with a five yearre that provides for equal monthly principal payitsaplus interest. The Credit
Agreement contains certain restrictive covenantsclvrequire Lifecore to meet certain financiaksecluding minimum levels of net
income, minimum quick ratio, minimum fixed coverag¢io and maximum capital expenditures. All ofelcore’s assets have been pledge
secure the debt incurred pursuant to the Credieédgent. Landec is the guarantor of the debt. Qguat 9, 2010 and September 14, 2010,
the Company amended its Credit Agreement with Wedigjo to amend certain financial covenants. Ada@fember 28, 2010, $18 million
was outstanding under the Credit Agreement. Thegamy was in compliance with all financial coversaas of November 28, 2010.
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On May 4, 2010, the Company entered into an inteats swap agreement that has the economic effecbdifying the variable
interest obligations associated with the $20 mill@redit Agreement so that the interest payabdéfectively fixed at a rate of 4.24% (see
Note 11).

On August 19, 2004, Lifecore issued variable ratistrial revenue bonds (“IRB”). These bonds vamgumed by Landec in the
acquisition of Lifecore (see Note 2). The bondsaollateralized by a bank letter of credit whistsécured by a first mortgage on the
Company'’s facility in Chaska, Minnesota. In atit the Company pays an annual remarketing fealéq.125% and an annual letter of
credit fee of 0.50%.

Landec is not a party to any agreements with, arradments to, any special purpose entities thatldvoanstitute material off-
balance sheet financing other than the operatmgeleommitments.

Landec’s future capital requirements will depenchamerous factors, including the progress of iseaech and development
programs; the continued development of marketiatgssand distribution capabilities; the abilitylandec to establish and maintain new
collaborative and licensing arrangements; any d@ti® pursue additional acquisition opportunitiegather conditions that can affect the
supply and price of produce, the timing and amaifiaiyy, of payments received under licensing awtarch and development agreements;
the costs involved in preparing, filing, prosecgtidefending and enforcing intellectual properghts; the ability to comply with regulatory
requirements; the emergence of competitive teclyyodmd market forces; the effectiveness of prodantmercialization activities and
arrangements; and other factors. If Landexirrently available funds, together with theiinédly generated cash flow from operations are
sufficient to satisfy its capital needs, Landec lddue required to seek additional funding througieo arrangements with collaborative
partners, additional bank borrowings and publiprivate sales of its securities. There can bessarance that additional funds, if required,
will be available to Landec on favorable termstifll.

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

ltem 3.  Quantitative and Qualitative Disclosures about Market Risk

None.
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ltem 4. Controlsand 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 etttaegberiod covered by this Quarterly Report omi-&é0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial 0#r 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, praxssummarized and reported within the
time periods specified by the Securities and Exgeabommission, and are effective in providing reasbe assurance that information
required to be disclosed by the Company in sucbrtsjis accumulated and communicated to the Conipamgnagement, including its Chief
Executive Officer and Chief Financial Officer, gmpeopriate to allow timely decisions regarding riegd disclosure.

Changes in Internal Control over Financial Repaortin

There were no changes in our internal controls &xancial reporting during the quarter ended Nolen?28, 2010 that have
materially affected, or are reasonably likely tatenally affect, our internal controls over finaatreporting.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings
The Company is involved in litigation arising inetimormal course of business. The Company is cilyrant a party to any leg
proceedings which management believes could résulte payment of any amounts that would be mdtésighe business or financ
condition of the Company.

Item 1A. Risk Factors

There have been no material changes to the Congoaslyfactors which are included and describeithénForm 10-K for the fiscal
year ended May 30, 2010 filed with the Securitied Exchange Commission on August 12, 2(

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
(c) The following table contains the Company’sc&teepurchases of equity securities for the secadter of the fiscal year 2011
Issuer Purchases of Equity Securities
(©) (d)

Total Number of Maximum Number (or
Shares (or Units) Approximate Dollar

€) (b) Purchased as Pai  Value) of Shares (or
Total Number of  Average Price of Publicly Units) that May Yet
Shares (or Units Paid per Share (o Announced Plans Be Purchased Under
Period (1) Purchased Unit) or Programs  the Plans or Programs
Month #1
August 30, 2010 to September 26, 2! 149,24 $ 5.4¢ 149,24t $ 8,818,001
Month #2
September 27, 2010 to October 24, 2 40C $ 5.5C 40C $ 8,816,00!
Month #3
October 25, 2010 to November 28, 2010 -0- -0- -0- $ 8,816,00!
TOTAL 149,64 $ 5.5C 149,64¢ $ 8,816,00i

(1) The reported periods conform to the Compafigtzal calendar composed of thirteen weeks undewaek, 4 week and 5 week structure.
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On July 14, 2010, the Company announced that tleedBaf Directors of the Company had approved thabéishment of a stock
repurchase plan which allows for the repurchaagdb $10 million of the Company’s Common StockheTCompany may repurchase its
Common Stock from time to time in open market pas#s or in privately negotiated transactions. tirhing and actual number of shares
purchased is at the discretion of management o€trapany and will depend on a variety of factams|uding stock price, corporate and
regulatory requirements, market conditions, thatiet attractiveness of other capital deploymemptoofunities and other corporate
priorities. The stock repurchase program doe®hligate Landec to acquire any amount of its Com@&tmtk and the program may be
modified, suspended or terminated at any timeatthmpany’s discretion without prior notice.

Item 3. Defaults Upon Senior Securities

None.

Item 4. {Removed and Reserved
Item 5. Other Information
None.

Iltem 6. Exhibits

Exhibit

Number Exhibit Title:

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

+  Filed herewith.
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SIGNATURES

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

LANDEC CORPORATION

By: /s/ Gregory S. Skin

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

Date:  January 6, 2011
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E xhibit 31.1
CERTIFICATION

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

2. Based on my knowledge, this quartexport does not conta in any untrue statemeatrofterial 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 rep o rt;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this quarterly report, fairly present in
all material respects the financial condition, ssaf operations and cash flows of the registeemof, and for, the periods presented in this
quarterly report;

4, The registrant's other certifyindicdr and | are respon5|ble for establishing anthtaaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd i nternal control over financial reportifag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f))for the registrant and have:

€)) designed such disclosure controets@ocedures, or caused such disclosure contndlpecedures to be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this quarterly report is beingpgared ;

(b) designed such internal control dirsncial reporting, or caused such internal carawer financial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the prepara tion of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) evaluated the effectiveness ofrtgastrant's disclosure controls and proceduregpasskented in this quarterly report our
conclusions about the effectiveness of the disclosure cantiotl procedures, as of the end of the period edvgy this quarterly report bas
on such evaluation, and

(d) disclosed in this quarterly repamiy change in the registrant ' s internal condradr f inancial reporting that occurred
during the registrant * s most recent fiscal qua(ttee registrant * s fourth quarter in the casamfnnual report) that has materially affected,
or is reasonably likely to materially affect, thegistrant ’ s internal con t rol over financial ogfing; and

5. The registrant's other certifyingicg#r and | have disclosed, based on our most teseluation of internal control over financial
reporting, to the registrant's auditors and thatauainmittee of the registrant ’ s board of dirgst¢or persons performing the equivalent
functions):

(@) all significant deficiencies andteréal weaknesses in the design or operation efiiratl control over financial reporting
which are reasonably likely to adversely affectbgistrant's ability to record, process, summaaize report financial information; and

(b) any fraud, whether or not matetilagt involves management or other employees wkie haignificant role in the
registrant's internal control over financial repugt

Date: January 6,201 1

/s| Gary T. Steel

Gary T. Steelt
Chief Executive Office




Exhibit 31.z
CERTIFICATION

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

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

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this quarterly report, fairly present in
all material respects the financial condition, itssaf o perations and cash flows of the registeanof, and for, the periods presented in this
quarterly report;

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

€)) designed such disclosure contrets@ocedures, or caused such di sclosure cornalgprocedures to be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is made known to us by
others within those entities, particularly durithg period in which this quarterly report is beprgpared;

(b) designed such internal control owearicial reporting, or caused such internal coraxar financial reporting to be
designed under our supervision, to provide readerasurance r egarding the reliability of finahoggporting and the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles ;

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

(d) disclosed in this quarter ly refpanmy change in the registrant ’ s internal contnadr financial reporting that occurred
during the registrant * s most recent fiscal qua(ttee registrant * s fourth quarter in the casamfnnual report) that has materially affected,
or is reaso n ably likely to materially affect, tlegistrant ’ s internal control over financial cgfing; and

5. The registrant's other certifyingicg#r and | have disclosed, based on our most teseluation of internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant ’ s board of dirgst¢or persons performing the equivalent
functions):

(@) all significant deficiencies andteréal weaknesses in the design or operation efiia control over financia | reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaize report financial information; and

(b) any fraud, whether or not matetilat involves management or other employees wkie hasign ificant role in the
registrant's internal control over financial repugt

Date: January 6,201 1

/s/ Gregory S. Skinng

Gregory S. Skinne
Chief Financial Officel




Exhibit 32.1

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

In connection with the Quarterly Report of Landawribration (the “Company”) on Form 10-Q for theipdrending November 28,
2010 as filed with the Securities and Exchange C@sion on the date hereof (the “Report”), |, GarySteele, Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. 8 1350, as adopted pursuant to 8 906 ofahgaBes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finan@aldition and result of operations of 1
Company.

Date: January 6, 2011

/s| Gary T. Steel

Gary T. Steelt

Chief Executive Officer and Preside
(Principal Executive Officer

The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-Oxleyof2002 (subsections
(a) and (b) of Section 1350, Chapter 63 of Title UBited States Code) and is not being filed as gfathe Form 10-Q or as
a separate disclosure docume




Exhibit 32.z

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 Landamrfbration (the “Company”) on Form 10-Q for theipdrending November 28, 2010 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Gregory S.rdler, Vice President of Finance and
Adminstration and Chief Financial Officer of the @pany, certify, pursuant to 18 U.S.C. § 1350, amgptatl pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and result of operations of 1
Company.

Date: January 6, 2011

/s/ Gregory S. Skinng

Gregory S. Skinne

Vice President and Chief Financial Offic
(Principal Accounting Officer

* The foregoing certification is being furnished $pleursuant to Section 906 of the Sarbanes-Oxleyof2002 (subsections
(a) and (b) of Section 1350, Chapter 63 of Title UBited States Code) and is not being filed as gfathe Form 10-Q or as
a separate disclosure docume




