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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DHE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Quarter Ended February 24, 2008 or

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

For the Transition period from to

Commission file numbe0-27446

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

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

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

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

Indicate by check mark whether the registrant @b filed all reports required to be filed by Seeti or 15(d) of the Securiti
Exchange Act of 1934 during the preceding 12 mofdh$or such shorter period that the registrans wexquired to file such report
and (2) has been subject to such filing requiremtotat least the past 90 days.

Yes_X No

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-axxcelerated filer or a smal
reporting company. See definition of “large accafed filer” and “accelerated filer” and “smallepoeting company” in Rule 12B-
of the Exchange Act.

Large Accelerated Filer Accelerate@=X
Non Accelerated Filer Smaller Reportingrpany _

Indicate by check mark whether the registrantsell company (as defined in Rule 12b-2 of the Exge Act).
Yes No_X_

As of March 21, 2008, there were 26,153,318 shafr€ommon Stock outstanding.
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

CONSOLIDATED BALANCE SHEETS

ASSETS
Current Assets:

Cash and cash equivalents

Accounts receivable, less allowance for doubtfalbants of $173 and $206 at February 24,

2008 and May 27, 2007
Accounts receivable, related party
Inventories, net
Notes and advances receivable
Prepaid expenses and other current assets

Total Current Assets

Property, plant and equipment, net
Goodwill, net

Trademarks, net

Notes receivabl

Other assets

Total Assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:

Accounts payable

Related party accounts payable
Income taxes payable

Accrued compensation

Other accrued liabilities
Related party note payable
Deferred revenue

Total Current Liabilities

Related party note payable
Deferred revenue
Minority interest

Total Liabilities

Shareholders’ Equity:

Common stock and additional paid in capital, $0.p8d value; 50,000,000 shares authorizec
26,153,318 and 25,891,168 shares issued and alitsgeat February 24, 2008 and May 27,

2007, respectively
Accumulated deficit

Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

LANDEC CORPORATION

(In thousands)

See accompanying notes.

February 24, May 27,
2008 2007
(Unaudited)
55,26t $ 62,55¢
14,90¢ 17,63
36¢ 554
6,314 6,80(
67€ 282
1,714 1,31¢
79,24¢ 89,13¢
20,36 20,27(
22,56¢ 21,40:
8,22¢ 8,22¢
— 96
2,83¢ 2,23:
133,23t $ 141,36¢
11,57¢ $ 13,70t
46 17t
612 45¢
1,76C 3,12¢
1,657 1,34C
86 —
4,11¢ 3,491
19,85¢ 22,29t
76 —
5,50( 7,00(
1,42: 1,84t
26,851 31,14(
131,36¢ 129,56(
(24,98)) (19,33))
106,38: 110,22¢
133,23¢ $ 141,36¢







LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(In thousands, except per share amounts)

Three Months Ended Nine Months Ended

February 24, February 25, February 24, February 25,
2008 2007 2008 2007

Revenues:

Product sales $ 56,901 50,14¢ $ 172,98. $ 153,77¢

Services revenue, related party 737 82¢ 2,721 2,50(

License fees 1,72( 1,55( 4,851 2,431

Research, development and royalty revenues 243 69 642 19C

Royalty revenues, related party _ 362 32 397
Total revenues 59,60 52,95¢ 181,22 159,29°
Cost of revenue:

Cost of product sales 48,08 43,01% 148,45 131,86:

Cost of product sales, related party 15C 20C 1,932 2,42z

Cost of services revenue 625 64¢ 2,261 2,09(
Total cost of revenue 48,86( 43,86¢ 152,65( 136,37«
Gross profit 10,747 9,09( 28,577 22,92
Operating costs and expenses:

Research and development 80z 663 2,411 2,281

Selling, general and administrative 4,82 4,83¢ 13,60¢ 17,03(

Income from sale of FCD — (22,690) — (22,690)
Total operating costs and expenses 5,62 (17,189 16,01¢ (3,379
Operating income 5,122 26,27¢ 12,55¢ 26,29¢
Interest income 527 662 1,91¢ 1,07¢
Interest expense (5) (57) (18) (24¢)
Minority interest (121 (137) (350 (252)
Other expense (37 — (37 2
Net income before taxe 5,48¢ 26,74¢ 14,06¢ 26,86¢
Income tax expense (1,520) (2,100 (3,900 (2,100
Net Income $ 3,96¢ 24,64t % 10,16¢ $ 24,76¢
Basic net income per share $ 0.1fF 097 $ 03¢ $ 0.9¢
Diluted net income per share $ 0.1fF 09z $ 03¢ $ 0.92
Shares used in per share computation:
Basic 26,10¢ 25,317 26,03¢ 25,09¢
Diluted 26,93¢ 26,62" 26,96 26,43:

See accompanying notes.




LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands)

Nine Months Ended

February 24, February 25,

Cash flows from operating activities: 2008 2007

Net income $ 10,16¢ $ 24,76¢

Adjustments to reconcile net income to net caskigeal by (used in) operating activities:

Depreciation and amortization 2,272 2,54z
Income tax expense not payable 3,67¢ —
Stock-based compensation expense 68¢€ 504
Minority interest 35C 252
Increase in long-term receivable (600) (200
Income from sale of FCD — (24,609
Loss on sale of property and equipment — 38
Investment in unconsolidated business — (481)

Changes in current assets and current liabilities:
Accounts receivable, net 2,72% 972
Accounts receivable, related party 18€ —
Inventories, net 48€ (7,752)
Issuance of notes and advances receivable (2,286 (1,999
Collection of notes and advances receivable 1,88: 1,62¢
Prepaid expenses and other current assets (399) (597)
Accounts payable (2,127 (6,889
Related party accounts payable (129) (415
Income taxes payable 154 2,09(
Accrued compensation (1,366 (117)
Other accrued liabilities 317 (57¢)
Deferred revenue (872) 3,64¢

Net cash provided by (used in) operating activi 15,12« (7,189

Cash flows from investing activities:

Purchases of property, plant and equipment (2,369 (5,959

Issuance of notes and advances receivable (20 (29

Collection of notes and advances receivable 11€ 262

Net proceeds from sale of FCD (Note — 49,46:

Acquisition of business and earnout payments (86) (1,219

Net cash (used in) provided by investing activi (2,349 42 52¢

Cash flows from financing activities:

Proceeds from sale of common stock 1,12C 2,672

Proceeds from the exercise of subsidiary options — 10

Repurchase of subsidiary’s common stock and options (20,837 (7,377

(Increase) decrease in other assets (5) 70

Payment on related party note payable (Note 11) (66) —

Borrowings on lines of credit — 9,33¢

Payments on long term debt — (1,989

Distributions to minority interest (289) (29¢)

Net cash (used in) provided by financing activi (20,077 2,431

Net (decrease) increase in cash and cash equis (7,297 37,77¢



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

Supplemental schedule of noncash operating aetsv
Preferred stock received from investment in unchadated business

See accompanying notes .

62,55¢ 20,51¢
$ 55,26t $ 58,29¢
$ — $ 481




LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Basis of Presentation

Landec Corporation and its subsidiaries ("Landecthe "Company") design, develop, manufacture, seltitemperaturactivate
and other specialty polymer products for a varighfood products, agricultural products, and liceghpartner applications. The Comp
develops Intellicoat® coated seed products thromighiandec Ag, Inc. (“Landec Ag”) subsidiary andisespecialty packaged fresd
vegetables and whole produce to retailers andstlutes, primarily in the United States and Asiagtigh its Apio, Inc. (“*Apio”) subsidiary.

The accompanying unaudited consolidated finandialements of Landec have been prepared in accardaith accountin
principles generally accepted in the United St&tesnterim financial information and with the imgttions for Form 1 and Article 10 ¢
Regulation SX. In the opinion of management, all adjustmentnéisting of normal recurring accruals) have beadenwhich are necess
to present fairly the financial position of the Quamy at February 24, 200hd the results of operations and cash flows fbpaiiod:s
presented. Although Landec believes that the discls in these financial statements are adequateake the information presented
misleading, certain information normally included financial statements and related footnotes pespam accordance with account
principles generally accepted in the United Sthtese been condensed or omitted per the rules gudatens of the Securities and Excha
Commission. The accompanying financial data shaadeviewed in conjunction with the audited finah@tatements and accompany
notes included in Landec's Annual Report on ForrKX0r the fiscal year ended May 27, 2007.

The results of operations for the three and ninathmended February 24, 208& not necessarily indicative of the results thay
be expected for an entire fiscal year due to saasmality in Apio’s food business.

Use of Estimates

The preparation of financial statements in confeymiith U.S. generally accepted accounting prirgsptequires managemen
make certain estimates and assumptions that atiecteported amounts of assets and liabilities disdlosures of contingent assets
liabilities at the date of the financial statemeatsl the reported results of operations duringréperting period. Actual results could dil
materially from those estimates.

For instance, the carrying value of notes and atksneceivable, are impacted by current markeesgfior the related crops, weal
conditions and the fair value of the underlyingwséyg obtained by the Company, such as, liens apgry and crops. The Comp:
recognizes losses when it estimates that the &hirevof the related crops or security is insuffiti® cover the advance or note receivable.

Investments

Equity investments in nopublic companies with no readily available markaiue are carried on the balance sheet at costjastea
for impairment losses, if any. If reductions in tharket value of the investments to an amountithbelow cost are deemed by manage!
to be other than temporary, the reduction in mavkdtie will be realized, with the resulting lossnrarket value reflected on the incc
statement.

Recent Accounting Pronouncements

In June 2006, FASB’'s EITF reached a consensus suelfNo. 06-3, Mow Taxes Collected from Customers and Remitte
Governmental Authorities Should be Presented inlttteme Statement”. EITF Issue B6provides accounting guidance regarding
presentation of taxes assessed by a governmertkadréiy on a revenue producing transaction betweeeeller and a customer such as ¢
and use taxes. EITF Issue Bévas effective for fiscal years beginning aftecBaber 15, 2006. The adoption did not have a nadhteffiect ol
the Company’s consolidated financial position @utts of operations.




In July 2006, FASB issued FIN 48 “Accounting for ¢émtainty in Income Taxes—an Interpretation of FASB&tement No. 109”
which prescribes a recognition threshold and memsent process for recording in the financial stateis uncertain tax positions taker
expected to be taken in a tax return. FIN 48 reguihat a company recognize the financial statemi@etts of a tax position when there
likelihood of more than 50 percent, based on tlehrigal merits, that the position will be sustainggbn examination. It also provic
guidance on the derecognition, classification,rggeand penalties, accounting in interim periatisclosure and transition requirements
uncertain tax positions. The accounting provisioh&IN 48 was effective for the Company beginniaguary 1, 2007. The adoption of f
48 did not have a material effect on the Compangissolidated financial position or results of opierss.

In September 2006, FASB issued SFAS No. 157, “Falue MeasurementsSFAS No. 157 defines fair value, establishes a €
work for measuring fair value and expands disclesabout fair value measurements. SFAS No. 157 doésequire new fair vall
measurements but provides guidance on how to medsir value by providing a fair value hierarchyedsto classify the source
information. SFAS No. 157 is effective for fiscalars beginning after November 15, 2007. Howevefaruary 12, 2008, the FASB iss
FASB Staff (“FSP”) FAS No. 157-2 which delays tHéeetive date for all noriinancial assets and liabilities except those #ratrecognize
or disclosed at fair value in the financial statetseon a recurring basis (at least annually). FSP 2 defers the effective date of SFAS
157 to fiscal years beginning after November 13)&0and interim periods within the fiscal years fi@ms within the scope of this F¢
Effective for 2008, the Company will adopt SFAS N&7, except as it applies to those non-financgakts and nofinancial liabilities a
noted in FSP FAS 152Z- The Company does not expect it to have a magdfict on its consolidated financial positionsuéts of operatior
or cash flows.

In February 2007, the FASB issued SFAS No. 159¢"Fhir Value Option for Financial Assets and Finaniciabilities— Including
an amendment of FASB Statement No. 1E-AS No. 159 permits entities to choose to measamgy financial instruments and certain o
items at fair value that are not currently requitecdbe measured at fair value. Subsequent measuoterfee the financial instruments ¢
liabilities an entity elects to fair value will becognized in earnings. SFAS No. 159 also estasigtditional disclosure requirements. S
No. 159 is effective for fiscal years beginningeafiNovember 15, 2007, with early adoption permittealvided the entity also elects to af
the provisions of SFAS No. 157. The Company dodssRrpect its adoption to have a material effecttertonsolidated financial position
results of operations.

The FASB issued SFAS No. 141R (revised 2007), “Bess Combinationswhich significantly changes the financial accougtiamc
reporting of business combination transactions. Sf. 141R requires the acquiring entity in a bestncombination to recognize all (i
only) the assets acquired and liabilities assumetie transaction and establishes the acquisitte fir value as the measurement obje
for all assets acquired and liabilities assumed business combination. Certain provisions of stisdard will, among other things, img
the determination of acquisiticstate fair value of consideration paid in a busingssbination (including contingent consideratioerlude
transaction costs from acquisition accounting; ahdnge accounting practices for acquired contingsn@acquisitiorrelated restructurir
costs, inprocess research and development, indemnificatisets, and tax benefits. For the Company, SFASIMaR is effective fc
business combinations occurring after December2808. The Company is currently evaluating the fitumpacts and disclosures of 1
standard.

In December 2007, the FASB issued Statement ofnEinh Accounting Standards (“SFAS”) No. 16M0dncontrolling Interests
Consolidated Financial Statements.” SFAS No. 16Cerata Accounting Research Bulletin (“ARB”) No. 51Cdnsolidated Financi
Statements”and establishes accounting and reporting standardshe noncontrolling interest (minority interest) a subsidiary. Th
statement requires the reporting of all noncoritrglinterests as a separate component of stockisdldguity, the reporting of consolida
net income (loss) as the amount attributable th bioé parent and the noncontrolling interests &edseparate disclosure of net income (
attributable to the parent and to the noncontrgliimterests. In addition, this statement providesoanting and reporting guidance relate
changes in noncontrolling ownership interests. Othan the reporting requirements described abdvielwrequire retrospective applicati
the provisions of SFAS No. 160 are to be appliegspectively in the first annual reporting periodyin@ing on or after December 15, 2C
As of December 31, 2007 and 2006, the Company badoncontrolling interests on its consolidated fiicial statements. The Compan'
currently evaluating the impact of this standarnd,weould not expect it to have a material impacttsrconsolidated financial statements.
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In December 2007, the FASB ratified the EITF cossson EITF Issue No. 07-1, “Accounting for Collediive Arrangementstha
discusses how parties to a collaborative arrangetfvdrnich does not establish a legal entity withircts arrangement) should account
various activities. The consensus indicates thstisdocurred and revenues generated from transaatigh third parties (i.e. parties outsids
the collaborative arrangement) should be reponethé collaborators on the respective line itemtheir income statements pursuant to E
Issue No. 99-19, “Reporting Revenue Gross as acipahVersus Net as an AgentAdditionally, the consensus provides that inc
statement characterization of payments betweemdncipants in a collaborative arrangement shdiddbased upon existing authorita
pronouncements; analogy to such pronouncementstifmvthin their scope; or a reasonable, rational] aonsistently applied account
policy election. For the Company, EITF Issue N0:.10% effective beginning January 1, 2009 and ise@pplied retrospectively to all perit
presented for collaborative arrangements existigfahe date of adoption. The Company is curreetigluating the impact of this stand
on its consolidated financial statements.

Reclassifications
Certain reclassifications have been made to peaod financial statements to conform to the curpariod presentation.
2. License Agreement with Chiquita Brands Irgrnational, Inc.

On September 19, 2007, the Company amended itasliig and supply agreement with Chiquita Branderitional, Inc
(“Chiquita”). Under the terms of the amendment, the license #orabas has been expanded to include additionalisixel fields usin
Landec’s BreatheWay®ackaging technology, and a new exclusive liceres tbeen added for the sale and marketing of avecasiog
Landecs BreatheWay packaging technology. In exchangexXpanding the exclusive fields for bananas andraddinew exclusive field f
avocados, the minimum gross profits to be recelwetiandec from the sale of BreatheWay packaginGhmuita for bananas and avoca
will increase to $2.9 million in fiscal year 2008@rfually all of which is being recognized duriniget second half of fiscal year 2008) an
$2.2 million in fiscal year 2009. In addition, th@nimum gross profits the Company is to receive aaleulated and payable on a cale
quarter basis per the terms of the amended agreéehesordingly, the minimum amounts under the ansshdgreement will be calcula
each calendar quarter and thus will be due atrideoéMarch, June, September and December of ezah y

3. License Agreement with Monsanto Company

On December 1, 2006, Landec sold its direct mangedind sales seed company, Fielder's Choice Dfe€&D”), which included th
Fielder's Choice Direc® and Heartland Hybrid® brands, to American Seeds, Inc., a wholly ownedsisligry of Monsanto Compa
(“Monsanto”). The acquisition price for FCD was $50 million insbgpaid at the close. During fiscal year 2007, leancccorded income frc
the sale, net of direct expenses and bonuses,20f $Zillion. The income that was recorded is eqodhe difference between the fair valu
FCD of $40 million and its net book value, lessedirselling expenses and bonuses. In accordantegeiterally accepted account
principles, the portion of the $50 million of precks in excess of the fair value of FCD, or $10iomll will be allocated to the technolc
license agreement described below and will be neized as revenue ratably over the five year tertheftechnology license agreement o
million per year beginning December 1, 2006. Thevalue was determined by management.

On December 1, 2006, Landec also entered into exy®@ar coexclusive technology license and polymer supplyeegrent (th
“Agreement”) with Monsanto for the use of Landetrgellicoat polymer seed coating technology. Under the termshef Agreemen
Monsanto will pay Landec $2.6 million per year itkange for (1) a co-exclusive right to use Lansiéatellicoat temperature activated s¢
coating technology worldwide during the licenseiqer (2) the right to be the exclusive global sadesl marketing agent for the Intellic
seed coating technology, and (3) the right to paselthe technology any time during the five yeantef the Agreement. Monsanto will a
fund all operating costs, including all Intellicoa¢search and development, product development amdeplacement capital costs during
five year agreement period. For the three and miaths ended February 24, 2008, Landec recognize®b $million and $4.05 millio
respectively, in revenues and operating income fiteenAgreement.




The Agreement also provides for a fee payable tulka of $4 million if Monsanto elects to termingtie Agreement or $8 million
Monsanto elects to purchase the technology. Iptivehase option is exercised before the fifth aensiary of the Agreement, or if Monsa
elects to terminate the Agreement, all annual Beefees and supply payments that have not beengéaiandec will become due upon
purchase or early termination. If Monsanto doesaxefcise its purchase option by the fifth anniagrof the Agreement, Landec will rece
the termination fee and all rights to the Intellitoseed coating technology will revert to Landec. Adaagly, Landec will receive minimu
guaranteed payments of $17 million, or $3.4 millger year, for license fees and polymer supply paymover five years or $21 million
maximum payments if Monsanto elects to purchasaléamig. If Monsanto exercises its purchase opti@mdec and Monsanto will en
into a new longerm supply agreement in which Landec will continoebe the exclusive supplier of Intellicoat polynraaterials t
Monsanto.

Excluding the $1.35 million in revenues and opagincome from the Agreement for the three and nioaths ended February
2007, Landec Ag revenues for the three and ninetimsaended February 25, 2007 were $0 and $131,66pectively and operating losses
the three and nine months ended February 25, 208, $404,000 and $5.8 million, respectively.

4, Stock-Based Compensation

The Company adopted SFAS 123R using the modifiedgactive transition method, which requires thdieation of the accountir
standard to (i) all stock-based awards issued oafter May 29, 2006 and (ii) any outstanding stbelked awards that were issued bu
vested as of May 29, 2006. In the three and ninethsoended February 24, 2008, the Company recagisipekbased compensation expe
of $182,000 and $688,000 or $0.01 and $0.03 pec lasl diluted share, respectively, which inclué&d,000 and $224,000 for restric
stock unit awards and $101,000 and $464,000 faksiption grants, respectivelyln the three and nine months ended February 25],206¢€
Company recognized stodlased compensation expense of $122,000 and $504/0(D.01 and $0.02 per basic and diluted s
respectively, which included $42,000 and $117,000 réstricted stock unit awards and $80,000 and7$@® for stock option gran
respectively.

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

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended
February 24, February 25, February 24, February 25,
2008 2007 2008 2007
Research and development $ 39,00 $ 20,000 $ 109,00 $ 62,00(
Selling, general and administrative $ 143,000 $ 102,000 $ 579,000 $ 442,00(
Total stock-based compensation expense $ 182,000 $ 122,000 $ 688,000 $ 504,00(

As of February 24, 2008, there was $1.0 millionadél unrecognized compensation expense relataduested equity compensation
awards granted under the Company’s incentive gitaohks. Total expense is expected to be recognizedtbe weighted-average period of
1.35 years.

During the nine months ended February 24, 2008 Citvpany granted options to purchase 104,500 sludiresmmon stock ar
34,835 restricted stock unit awards.

As of February 24, 2008, the Company has reservednllion shares of common stock for future isst@mnder its current a
former stock plans.




5. Income Taxes

The estimated annual effective tax rate for fi08 is currently expected to be approximately 28&e primary difference betwe
the estimated annual effective tax rate of 28% thedfederal statutory tax rate relates to the ptep elimination of the deferred income
valuation allowance. The provision for income tak@sthe three and nine months ended February @48 2vas approximately $1.5 milli
and $3.9 million, respectively.

In June 2006, the Financial Accounting Standardar@¢FASB) issued Interpretation No. 4&ctounting for Uncertainty in Incon
Taxes” (“FIN 48"). FIN 48 clarifies the accountirfgr uncertainty in income taxes recognized in ategmises financial statements
accordance with Statement of Financial Accountitgn8ards No. 109, “Accounting for Income Taxes” A$ 109”). This interpretatio
prescribes a recognition threshold and measureatgiiiute for the financial statement recognitiond aneasurement of a tax position take
expected to be taken in a tax return. FIN 48 atseiges guidance on derecognition of tax benefisssification on the balance sheet, inte
and penalties, accounting in interim periods, disete, and transition.

The Company adopted FIN 48 effective May 28, 2@0¥a result of the implementation of FIN 48, then@any did not recognize
cumulative adjustment to the May 28, 2007 balarfeetained earnings as the amount was deemed imalate

As of May 28, 2007, the Company had unrecognizedémefits of approximately $277,000. Includedha balance of unrecogniz
tax benefits as of May 28, 2007 is approximatel$%a00 of tax benefits that, if recognized, wowgdult in an adjustment to the Company’
effective tax rate.

In accordance with FIN 48, paragraph 19, the Comes decided to classify interest and penaltikda® to uncertain tax positic
as a component of its provision for income taxese B the Compang’historical taxable loss position, the Companyritiaccrue intere
and penaltieselating to the income tax on the unrecognizediterefits as of May 27, 2007 and February 24, 2@0&a amounts we
immaterial. Accordingly, the amount of interest gmehalties included as a component of provisioniioome taxes irthe three and nii
months ended February 24, 2008 is immaterial.

Due to tax attribute carryforwards, the Compangubject to examination for tax years 1991 forwaryd U.S. tax purposes. T
Company was also subject to examination in vargiage jurisdictions for tax years 1996 forward, @a@f which were individually material

The Company does not expect that the amounts etognized tax benefits will change significantlythin the next twelve months.
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6. Net Income Per Diluted Share

The following table sets forth the computation dfigd net income for the periods with minorityengést income of subsidiaries (
Note 8) (in thousands, except per share amot
Three Months  Three Months Nine Months Nine Months

Ended Ended Ended Ended
February 24, February 25, February 24, February 25,
2008 2007 2008 2007
Numerator:
Net income $ 3,966 $ 24,64 $ 10,16¢ $ 24,76¢
Less: Minority interest in income of subsidiary — (235) (23) (575)
Net income for diluted net income per sh $ 3,966 $ 24,410 $ 10,05¢ $ 24,197
Denominator:
Weighted average shares for basic net income faee sh 26,10¢ 25,31" 26,03¢ 25,09¢
Effect of dilutive securities:
Stock Options 827 1,31( 922 1,33¢
Weighted average shares for diluted net incomesipaire 26,93¢ 26,627 26,96 26,43
Diluted net income per share $ 0.1t $ 09z $ 03¢ $ 0.92

For the three months ended February 24, 2008 abdi&ey 25, 2007, the computation of the dilutedinebme per share excluc
the impact of options to purchase 104,500 shards8arlL77 shares of Common Stock, respectivelyuals snpacts would be antidilutive -
these periods.

For the nine months ended February 24, 2008 andi&gb25, 2007, the computation of the dilutedinebme per share excludes
impact of options to purchase 92,634 shares atf'9'&hares of Common Stock, respectively, as supadts would be antidilutive for the
periods.

7. Debt

Apio has a $7.0 million revolving line of creditthiWells Fargo Bank N.A. (“Wells Fargo"®n September 1, 2007, Apio amen
its revolving line of credit with Wells Fargo bytexding the term of the line to August 31, 2009adidition, the interest rate on the revoh
line of credit was reduced to either prime les&%7or the LIBOR adjusted rate plus 1.50%he revolving line of credit with Wells Far
contains certain restrictive covenants, which regéipio to meet certain financial tests, includimgnimum levels of net income, maximi
leverage ratio, minimum net worth and maximum ea@kpenditures. Landec has pledged substantithlbf the assets of Apio to secure
line of credit with Wells Fargo. At February 22008, no amounts were outstanding under the revolvimg of credit. Apio has been
compliance with all loan covenants during the nimenths ended February 24, 2008.

8. Repurchase of Subsidiary Common Stock ar@ptions

On August 7, 2007, Landec repurchased all of thstanding common stock and options of Apio not atvbg Landec at the f:
market value of each share as if all options haehtexercised on that date. The fair market valparghase price for all of Apie’commol
stock and options not owned by Landec was $20.8omil After the repurchase, Apio became a whollyned subsidiary of Landec.
accordance with SFAS 123R, this repurchase didesatlt in additional compensation expense to th@@my as all of the common stock
options repurchased were fully vested at the tifiéh@® repurchase and the consideration paid waaléquhe fair value. The repurchast
Apio options for $19.7 million was recorded as duetion to equity.
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9. Gooduwill and Other Intangibles

The Company is required under SFAS 142 to revieadgdll and indefinite lived intangible assets adeannually or when an ev
occurs or circumstances change such that it isonsddy possible that an impairment may exist. Trem@any completed its ann
impairment review on July 1, 2007. The review cstssof estimating the fair value of each reportimit and comparing those estimated
values with the carrying values of the reportingsjrwhich includes the allocated goodwill. If tfer value is less than the carrying value
amount of impairment must be computed by deterrgiain implied fair value of goodwill. The impliedifavalue of goodwill is the residc
fair value derived by deducting the fair value afeporting units assets and liabilities from its estimated faiugaThe impairment char
represents the excess of the carrying amount ofgiperting units goodwill over the implied fair value of its gooitlwThe determination ¢
fair value is based on estimated future discourtegh flows related to the reporting units. The alistt rate used was based on the
associated with the reporting units. The deternonatf fair value was performed by management. fEvéew concluded that the fair value
the reporting units exceeded the carrying valutheif net assets. As of February 24, 2008, no impait charge was warranted. As a rest
the repurchase of Apis’outstanding common stock (see Note 8), goodnditdased $1.1 million during the first nine montiisiscal yea
2008 in the Food Products Technology segment.

10. Inventories
Inventories are stated at the lower of cost (finsfirst-out method) or market and consisted &f thllowing (in thousands):

February2¢  May 27,

2008 2007
Raw materials $ 4,39 $ 4,527
Finished goods 1,91¢ 2,27:
Total $ 6,31¢ $ 6,80(

11. Related Party

Apio provides cooling and distributing services farms in which the Chairman of Apio (the “Apio Glman”) has a financi
interestand purchases produce from those farms. Apio alsthpses produce from Beachside Produce LLC fertsahird parties. Beachsi
Produce is owned by a group of entities and persoat supply produce to Apio. One of the ownersBehchside Produce is the A
Chairman. Revenues and the resulting accountsvieddeiand cost of product sales and the resuliogunts payable are classified as rel
party items in the accompanying financial statemers of February 24, 2008 and May 27, 2@@d for the three and nine months er
February 24, 2008 and February 25, 2007.

Apio leases, for approximately $300,000 on an ahbaais, agricultural land that is owned by the dA@hairman. Apio, in tur
subleases that land at cost to growers who argaiblil to deliver product from that land to Apio f@due added products. There is gene
no net statement of operations impact to Apio essalt of these leasing activities but Apio creaegiaranteed source of supply for the v
added business. Apio has loss exposure on thengpastivity to the extent that it is unable to s#lsle the land. For the three and nine m
ended February 24, 2008 the Company subleased thié dand leased from the Apio Chairman and resgtisublease income of $76,000
$265,000, respectively, which is equal to the anhtlum Company paid to lease that land for the plerio

Apio's domestic commodity vegetable business wéd teoBeachside Producgeeffective June 30, 2003. The Apio Chairman
12.5% owner in Beachside Produce. During the tle@& nine months ended February 24, 2008, the Compesognized revenues
$410,000 and $1.2 million, respectively, from tladesof products to Beachside Produce. For the miaeths ended February 24, 2008,
Company recognized royalty revenue of $32,000 ftbenuse by Beachside Produce of Apitrademarks. The related accounts recei
from Beachside Produce are classified as relatdgl pathe accompanying financial statements aSedfruary 24, 2008 and May 27, 2007.
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At May 27, 2007, the Apio Chairman held a 6% owhgrsnterest in Apio Cooling LP (“Apio Cooling™a limited partnership
which Apio is the general partner and majority omwnéth a 60% ownership interest. During the firstagter of fiscal year 2008, the A|
Chairman withdrew from Apio Cooling. In accordangigh the partnership agreement, the Apio Chairmaninority interest will be paid
three annual installments with the first paymentitng been made in the second quarter of fiscal 2888. The amounts due are classified
related party note payable as of February 24, 20@Be accompanying financial statements. As of M@y 2007, the $227,000 owed to
Apio Chairman was included in the minority interkability as the Apio Chairman did not withdrawofn Apio Cooling until the first quart
of fiscal year 2008.

All related party transactions are monitored qulrtdy the Company and approved by the Audit Corteritof the Board
Directors.

12. Comprehensive Income (Loss)
The comprehensive net income of Landec is the santlee net income.
13. Shareholders’ Equity

During the three and nine months ended Februarp@d8, 66,884 and 262,150 shares of Common Steskgectively, were issu
upon the vesting of RSUs and upon the exercis@ibdms under the Comparsystock option plans. The Company received $33%0@051..
million upon the exercise of options for the thaeel nine months ended February 24, 2008, resphctive

14. Business Segment Reporting

Landec operates in two business segments: the Fammtlicts Technology segment and the Technologynking segment. The Fa
Products Technology segment markets and packsadfyggackaged whole and freshit vegetables that incorporate the BreatheWayialpg
packaging for the retail grocery, club store anddfservices industry. In addition, the Food Prosliictchnology segment sells Breathe!
packaging to partners for non-vegetable produdie Technology Licensing segment licenses Larsdpatented Intellicoat seed coating
the farming industry and licenses the Company’slimer® polymers for personal care products and other imdligproducts. Corpora
includes corporate general and administrative es@gnnon Food Products Technology interest inconte @ompanywide income ta
expenses. All of the assets of the Company argddcaithin the United States of America. Prior tecél year 2008, Landex’operatin
segments were Food Products Technology, which bashanged, and Agricultural Seed Technology. Agslt of the sale of FCD
Monsanto (see Note 3), the Company has elimin&ed\gricultural Seed Technology segment and habkstted the Technology Licens
segment. As a result, the segment informationHerthree and nine months ended February 25, 20)Bden reclassified to conform with
current year classification. Included in the Tedbgyg Licensing segment for the three and nine momthded February 25, 2007 are
results of Landec Ag which includes FCD. In additithe licensing activity for non food and Ag cbitaiations is included in the Technolc
Licensing segment whereas in periods prior to figear 2008 it was included in Corporate.
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Operations by Business Segment (in thousands):

Food Products Technology
Three months ended February 24, 2008 Technology Licensing Corporate TOTAL
Net revenue. $ 57,73¢  $ 1871 $ — $ 59,607
International sales $ 8,94t $ o $ o $ 8,94t
Gross profit $ 8,87¢ $ 1,871 $ — 3 10,747
Net income (loss $ 483t $ 1,322 % (2,190 $ 3,96¢
Interest expense $ 5 % — 3 o $ 5
Interest income $ 97 $ — % 43C $ 527
Depreciation and amortization $ 754 $ 51 $ — 3 80¢%
Income tax expense $ — 3 — 3 1,52 $ 1,52(
Three months ended February 25, 2007
Net revenue: $ 51,34: $ 1,612 $ — $ 52,95¢
International sales $ 6,881 $ o $ o $ 6,881
Gross profit $ 745 $ 1,637 $ — 3 9,09(
Net income (loss $ 4,006 $ 23,54:  $ (2,909 $ 24,64
Interest expense $ 3 % 54 % o $ 57
Interest income $ 156 $ — $ 504 $ 662
Depreciation and amortization $ 69€ $ 80 $ — 3 77€
Income tax expense $ — 3 — 3 2,101 $ 2,101
Nine months ended Februg24, 2008
Net revenue. $ 176,02¢ $ 5,19¢ $ — $ 181,22
International sales $ 4547¢ % o $ o $ 45,47¢
Gross profit $ 23,37¢ $ 519¢ $ — 3 28,577
Net income (loss $ 12,05: % 3,69t $ (5,579 $ 10,16¢
Interest expense $ 18 $ — 3 o $ 18
Interest income $ 40¢ $ — $ 1506 $ 1,91t
Depreciation and amortization $ 2,10¢ $ 165 $ — 3 2,27:
Income tax expense $ — 3 — 3 3,900 $ 3,90(
Nine months endeFebruary 25, 2007
Net revenue. $ 156,63¢ $ 2,65¢ $ — $ 159,29°
International sales $ 38,65¢ $ o $ o $ 38,65¢
Gross profit $ 20,44¢ $ 247 $ — 3 22,920
Net income (loss $ 10,45¢ $ 18,08t $ (3,77) $ 24,76¢
Interest expense $ 77 $ 171 $ o $ 24¢
Interest income $ 50 $ — $ 572 $ 1,07t
Depreciation and amortization $ 2,02¢ $ 514 $ — 3 2,54z
Income tax expense $ — 3 — 3 2,101 $ 2,101

During the nine months ended February 24, 2008Feiduary 25, 2007, sales to the Compartgp five customers accounted
approximately 47% and 50%, respectively, of revenwdth the Companyg’ top customer from the Food Products Technologynsat
Costco Wholesale Corp., accounting for approxinyaié€d% and 20%, respectively, of total revenues. Toepany expects that, for -
foreseeable future, a limited number of customeay montinue to account for a significant portionitsf net revenues. The Compasy’
international sales are primarily to Taiwan, Indsineand Japan.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorcivith the unaudited consolidated financial stetats and accompanying nc
included in Part I--Iltem 1 of this Form 10-Q ane thudited consolidated financial statements andrapanying notes and Management’
Discussion and Analysis of Financial Condition @ebkults of Operations included in Landec’s Annuep®&t on Form 10k for the fisca
year ended May 27, 200

Except for the historical information contained diar the matters discussed in this report are foa@oking statements within tl
meaning of Section 21E of the Securities ExchangeoA1934. These forwarboking statements involve certain risks and uraeties the
could cause actual results to differ materiallynfrthose in the forwartboking statements. Potential risks and uncertsnitnclude, withot
limitation, those mentioned in this report andparticular the factors described below undadditional Factors That May Affect Futt
Results,” and those mentioned in Landec’s AnnugbdReon Form 10K for the fiscal year ended May 27, 2007. Landedantakes n
obligation to update or revise any forwdomking statements in order to reflect events ecurnstances that may arise after the date o
report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to the Consparitytal accounting policies which are includedi aescribed in the Form 10-
for the fiscal year ended May 27, 2007 filed while Securities and Exchange Commission on July @¥7.2

The Company

Landec Corporation and its subsidiaries (“Landecthe “Company”) design, develop, manufacture agltltemperaturectivatet
and other specialty polymer products for a varmtyood products, agricultural products, and li@h@artner applications. This propriet
polymer technology is the foundation, and a kejedéntiating advantage, upon which Landec has hsiliusiness.

Landecs core polymer products are based on its patentggriptary Intelimer polymers, which differ fromhar polymers in th
they can be customized to abruptly change theisighY characteristics when heated or cooled thraaughieset temperature switch. F
instance, Intelimer polymers can change withinrdnege of one or two degrees Celsius from a adimesive state to a highly tacky, adhe
state; from an impermeable state to a highly pebfeestate; or from a solid state to a viscous sfalese abrupt changes are repea
reversible and can be tailored by Landec to octwapacific temperatures, thereby offering substhrtbmpetitive advantages in Landec’
target markets.

Subsequent to the sale of Landec’s former direaketing and sales seed corn company, Fietdd€hoice Direct, to Monsanto
fiscal year 2007, Landec now has two core busisesBeod Products Technology and Technology Licengsee note 14).

Our Food Products Technology business is operétedigh a subsidiary, Apio, Inc., and combines awpgetary food packagir
technology with the capabilities of a large natiofteod supplier and value-added produce processgalue-added processing incorpore
Landecs proprietary packaging technology with produce thagprocessed by washing, and in some cases gudtid mixing, resulting
packaged produce to achieve increased shelf Ideretiuced shrink (waste) and to eliminate the fieeite during the distribution cycle.

Our Technology Licensing business includes our petgry Intellicoat seed coating technology which lave licensed to Monsa
and our Intelimer polymer business that licenseBarsupplies products outside of our Food Prodiiethnology business to companies :
as Air Products and Chemicals, Inc. (“Air Produgisid Nitta Corporation (“Nitta”).

Landec was incorporated in California on October1®86. We completed our initial public offeringi896 and our Common Stc
is listed on The NASDAQ Global Select Market undlee symbol “LNDC.” Our principal executive offices are located at 36d&ver
Avenue, Menlo Park, California 94025 and our tetamhnumber is (650) 306-1650.
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Description of Core Business

Landec participates in two core business segméoisd Products Technology and Technology Licensing.

Landec
|
fmtelimer® Tochnology

Food Products Technolagy Licensing
Technology

Food Products Technology Business

The Company began marketing in early 1996 our petgny Intelimer-based specialty packaging for irs¢he fresheut produc
market, one of the fastest growing segments irptbduce industry. Our proprietary BreatheWay patigtechnology, when combined w
produce that is processed by washing, and in s@sesccut and mixed, results in packaged produdeiméteased shelf life, reduced shi
(waste) and without the need for ice during théritistion cycle, which we refer to as our “valuedad” products. In 1999, we acquired A
our largest customer at that time in the Food Fetdliechnology business and one of the natiteading marketers and packers of pro
and specialty packaged fresh-cut vegetables. Agivigles year-round access to produce, utilizeg-stthe-art fresteut produce processi
technology and distributes products to the top Wefail grocery chains, major club stores and t fiodservice industry. The verti
integration of Landec’s BreatheWay technology amdofs packaging and sales capabilities within the FBomtucts Technology busini
gives Landec direct access to the large and grofvesh-cut produce market. T he value-added busimerkets a variety of frestut anc
whole vegetables to the top retail grocery chaing aelub stores. During the fiscal year ended May 2007, Apio shipped more th
seventeen million cartons of produce to leadingesmarket retailers, wholesalers, foodservice sepplnd club stores throughout the Ur
States and internationally, primarily in Asia.

There are five major distinguishing characteristi€sApio that provide competitive advantages in #eod Products Technolo
market:

« Value-Added Supplier: Apio has structured its business as a marketersalier of fresh-cut and whole valaglded produce. It
focused on selling products under its Eat Smart@htrand other brands for its fresh-cut and wholeesadded products. As ret
grocery and club store chains consolidate, Apigd8 positioned as a single source of a broad rarfigreoducts.

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

« Lower Cost Structure: Apio has strategically invested in the rapidly ghogvfresh-cut and whole value-added business. Apio’
96,000 square foot valuedded processing plant, which was expanded inlfigax 2007 from 60,000 square feet, is automait
state-of-the-art vegetable processing equipmemtusly all of Apio’s value-added products utilizZgio’s proprietaryBreatheWa
packaging technology. Apio’s strategy is to operate one largptral processing facility in one of Califorrédargest, lowest cc
growing regions (Santa Maria Valley) and use paiigtechnology to allow for the nationwide delivexfyfresh produce products.

« Export Capability: Apio is uniquely positioned to benefit from the gth in export sales to Asia and Europe over the dexad

with its export business, CalEx. Through CalEx, d\jsi currently one of the largest U.S. exporterbrotcoli to Asia and is selling
iceless products to Asia using proprietary Breathg\Wpackaging technology
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« Expanded Product Line Using Technology:Apio, through the use of its BreatheWay packagingchnology, is introducing ¢
average fifteen new value-added products each ydase new product offerings range from variougssiaf fresheut bagge
products, to vegetable trays, to whole produceyegetable salads and snack packs. During the \Wasti¢é months, Apio hi
introduced 15 new products.

Apio established its Apio Packaging division (fomgeknown as Apio Tech) in 2005 to advance the saleBreatheWay packagi
technology for shelfife sensitive vegetables and fruit. The technolatgo includes unique packaging solutions for poedn large packag
including shipping and pallet-sized containers.

Apio Packagingg first program has concentrated on bananas andowaally consummated when Apio entered into areagrent t
supply Chiquita with its proprietary banana packgdiechnology on a worldwide basis for the ripenicgnservation and shdlfe extensiol
of bananas for most applications on an exclusiwishend for other applications on a rexelusive basis. In addition, Apio provides Chiq
with ongoing research and development and proadmblogy support for the BreatheWay membranestays, and technical serv
support throughout the customer chain in order dsish in the development and market acceptancéeftedchnology.To maintain th
exclusive license, Chiquita must meet annual mimnpurchase thresholds of BreatheWay banana packages

The initial market focus for the BreatheWay banaaakaging technology using Chiquita®and bananas has been comme
outlets that normally do not sell bananas becatifeed short shelf-life outlets such as quick serve restaurants, convenigtoces and coff
chain outlets. Chiquita is currently developing kgaging designs for bananas packaged with Lasd@atheWay technology for sale in re
grocery chains.

The Company recently expanded the use of its Bedd#ty technology to avocados under an expandedslitgragreement wi
Chiquita. Market tests of avocados into the foastise industry are underway.

Technology Licensing Businesses

The Technology and Market Opportunity: Intellicoat Seed Coatings

Following the sale of FCD, our strategy is to woltisely with Monsanto to further develop our pageintfunctional polymer coatil
technology that can be broadly sold and/or licensethe seed industry. In accordance with our Begrsupply and R&D agreement v
Monsanto, we are currently focused on commerciaiziroducts for the seed corn market and then faldoroaden the technology to ot
seed crop applications.

Landec's Intellicoat seed coating applicationsdegigned to control seed germination timing, inseeerop yields, reduce risks
extend cropplanting windows. These coatings are currentlylatsée on hybrid corn, soybeans and male inbred uead for seed productic
In fiscal year 2000, Landec Ag launched its firstnmercial product, Pollinator PI@ coatings, which is a coating application used ksc
companies as a method for spreading pollinationntwease yields and reduce risk in the productibrhybrid seed corn. There
approximately 650,000 acres of seed productionhin Wnited States and in 2007 Pollinator Plus wasdusy 25 seed companies
approximately 15% of the seed corn production aicréise U.S.

In 2003, Landec commercialized Early Pl@torn by selling the product directly to farmersoilgh the Fielder's Choice Diregt
brand. This application allows farmers to planbinbld soils without the risk of chilling injurynd enables farmers to plant as much as
weeks earlier than normal. With this capabilitynfars are able to utilize labor and equipment nedfieiently, provide flexibility during th
critical planting period and avoid yield losses sedi by late planting. In 2007, seven seed compafiesed Intellicoat on their hybrid se
corn offerings.

The Technology and Market Opportunity: Intelimer Polymer Applications

We believe our technology has commercial poteiia wide range of industrial, consumer and medigdlications. For examp
our core patented technology, Intelimer materigds, be used to trigger the release of small madedulgs, catalysts, pesticides or fragra
just by changing the temperature of the Intelimaterials or to activate adhesives through conulasmperature change. In order to ex|
these opportunities, we have entered into andentir into licensing and collaborative agreememt@foduct development and/or distribut
in certain fields. However, given the infrequeneyainpredictability of when the Company may entd¢o iany such licensing and rese:
and development arrangements, the Company is ut@bisclose its financial expectations in advaoicentering into such arrangements.
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Personal Care and Cosmetic Applications

Landecs personal care and cosmetic applications stratefpcused on supplying Intelimer materials to isimy leaders for use
lotions and creams, and potentially hair care pctgjwcolor cosmetics and lipsticks. The Compangttner, Air Products, is currently shipp
products to L'Oreal for use in lotions and creams.

Intelimer Polymer Systems

Landec has developed latent catalysts useful ienelihg potife, extending shelf life, reducing waste and imyng thermoset cu
methods. Some of these latent catalysts are clyreeing distributed by Akz&obel Chemicals B.V. through our licensing agreenveith
Air Products. The rights to develop and sell Landdatent catalysts and personal care technologée licensed to Air Products in Ma
2006.

Medical Applications

On December 23, 2005, Landec entered into an axeldgensing agreement with Aesthetic Sciencesp@ation (‘Aesthetic
Sciences”Yor the exclusive rights to use Landec's Intelimaterials technology for the development of derfitial's worldwide. Landec wi
receive royalties on the sale of products incorpagaLandec$ technology. In addition, the Company has recesletes of preferred stc
valued at $1.8 million which represents a 19.9% enship interest in Aesthetic Sciencés.this time, the Company is unable to predict
ultimate outcome of the collaboration with Aestbeéiciences and the timing or amount of future reesnif any.

Results of Operations

Revenuegin thousands):

Threemonths  Three months Nine months Nine months

ended 2/24/08  ended 2/25/07 Change ended 2/24/08  ended 2/25/07 Change
Apio Value Added $ 46,88¢ $ 43,05t 9% $ 125,54 $ 113,89 10%
Apio Packaging 1,87¢ 1,29¢ 44% 2,20¢ 1,35: 63%
Technology Subtotal 48,76 44,35 10% 127,75( 115,24¢ 11%
Apio Trading 8,97¢ 6,99( 28% 48,27¢ 41,38¢ 17%
Total Apio 57,73¢ 51,34 12% 176,02 156,63 12%
Tech. Licensing 1,871 1,61z 16% 5,19¢ 2,65¢ 95%
Total Revenues $ 59,607 $ 52,95¢ 13% $ 181,22° $ 159,29 14%

Apio Value Added

Apio’s value-added revenues consist of revenueergéed from the sale of specialty packaged freshaod whole valueddet
processed vegetable products that are washed @kedgsal in our proprietary packaging and sold ugeo’s Eat Smart brand and varit
private labels. In addition, value-added revenuedude the revenuegenerated from Apio Cooling, LP, a vegetable caplaperation i
which Apio is the general partner with a 60% owhargosition.

The increase in Apio’s valuadded revenues for the three and nine months erelediary 24, 2008 compared to the same pe
last year is due to increased product offeringsieiased sales to existing customers and the addifimew customers. Overall valaedet
unit sales volume increased 17% and 18% for theethnd nine months ended February 24, 2008, résggctompared to the same peri
of the prior year. The increases in vahaded sales volumes were higher than the incréasesenues due primarily to the introductior
several new valuadded products during the third quarter and finsé months of fiscal year 2008 that have averatgs saices per unit th
are lower than the average sales prices per unittfier value-added products.
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Apio Packaging

Apio Packaging consists of Apio’s packaging tecbgglbusiness using its BreatheWay membrane techyol@he first commerci:
application included in Apio Packaging is our bamaackaging technology.

The increase in revenues from Apio Packaging dutiregthree and nine months ended February 24, 266thared to the sai
periods last year was not material to consolidatatec revenues.

Apio Trading

Apio trading revenues consist of revenues generated the purchase and sale of primarily whole cadity fruit and vegetab
products to Asia through Apio’s export company,-Egland from the purchase and sale of whole commddiit and vegetable produ
domestically to WaMart. The export portion of trading revenues far three and nine months ended February 24, 200&8:8amillion an

$45.5 million, or 100% and 94%, respectively, dhtdrading revenues.

The increase in revenues in Amdrading business for the three and nine montdedfrebruary 24, 2008 compared to the
periods last year was due to a 19% and 14%, ragphtincrease in trading business sales volumes.

Technology Licensing

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

The increase in Technology Licensing revenuesHerthree months ended February 24, 2008 compart teame period last yi
was not material to consolidated Landec revenubs. ificrease in Technology Licensing revenues ferrtime months ended February
2008 compared to the same period of the prior ye®s primarily due to the licensing revenues frorm Monsanto license and sup

agreement entered into on December 1, 2006.

Gross Profit (in thousands):

Threemonths  Three months Nine months Nine months

ended 2/24/08  ended 2/25/07 Change ended 2/24/08  ended 2/25/07 Change
Apio Value Added $ 6,43, $ 5,65¢ 14% $ 18,56¢ $ 16,59: 12%
Apio Packaging 1,852 1,261 47% 2,11¢ 1,281 65%
Technology Subtotal 8,28¢ 6,91¢ 20% 20,68 17,87¢ 16%
Apio Trading 59C 53¢ 10% 2,697 2,57( 5%
Total Apio 8,87¢ 7,45¢ 19% 23,37¢ 20,44¢ 14%
Tech. Licensing 1,871 1,637 14% 5,19¢ 2,47¢ 11C%
Total Gross Profit $ 10,747 $ 9,09( 18% $ 28,577 $ 22,92: 25%

General

There are numerous factors that can influence grosf#ts including product mix, customer mix, maaciuring costs, volume, s
discounts and charges for excess or obsolete iomgrto name a few. Many of these factors influencare interrelated with other factc
Therefore, it is difficult to precisely quantifygiimpact of each item individually. The Companyliides in cost of sales all the costs relate
the sale of products in accordance with U.S. gdiyeecepted accounting principles. These costdude the following: raw materic
(including produce, seeds and packaging), dirdmirlaoverhead (including indirect labor, depreciatiand facility related costs) and shipy
and shipping related costs. The following discusssarrounding gross profit includes managenshgst estimates of the reasons foi
changes for the three and nine months ended Fgh24aP008, compared to the same periods lastasautlined in the table above.
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Apio Value-Added

The increase in gross profit for Apio’s valadded specialty packaging vegetable business &thitee months and nine mor
ended February 24, 2008 compared to the same peldstlyear was primarily due to an increase imneratided sales and resulting fr
favorable produce sourcing during the three and months ended February 24, 2008 compared to the pariods of fiscal year 2007.

Apio Packaging

The increase in gross profit for Apio Packagingtfe three and nine months ended February 24, @0@®ared to the same peri
last year was primarily due to the increase in minn payments received from Chiquita as a resulthefamended Chiquita licens
agreement (see Note 2).

Apio Trading

Apio’s trading business is a buy/sell business thalkizes a commission-based margin in th&4lrange. The increase in Apio trac
gross profit for the three and nine months enddutigry 24, 2008 compared to the same periods &gt was not material to consolide
Landec gross profit.

Technology Licensing

The increase in Technology Licensing gross praiitthe three months ended February 24, 2008 comiptarthe same period of 1
prior year was primarily due to an increase in grpsofit from the Air Products collaboration. Theciease in Technology Licensing gt
profit for the nine months ended February 24, 2008 pared to the same period last year was duestmtinease in gross profit from the

Products collaboration and from an increase ingposfit from the Monsanto licensing agreement raténto on December 1, 2006.

Operating Expensegin thousands):

Threemonths  Three months Nine months Nine months

ended 2/24/08  ended 2/25/07 Change ended 2/24/08  ended 2/25/07  Change
Research and Development:
Apio $ 25% $ 244 1% $ 90¢€ $ 80¢ 12%
Tech. Licensing 54¢ 41¢ 31% 1,50¢ 1,47¢ 2%
Total R&D $ 80z $ 663 21% $ 2,411 $ 2,281 5%
Selling, General and

Administrative:

Apio $ 3,72: $ 3,22¢ 15% $ 10,42¢ $ 9,36: 11%
Corporate 1,101 1,611 (32%) 3,18¢ 7,66¢ (58%)
Total S,G&A $ 4,82: $ 4,83¢ (0%) $ 13,60¢ $ 17,03( (20%)

Research and Devel opment

Landec’s research and development expenses cqrsisarily of expenses involved in the developmentl grocess scaleg
initiatives. Research and development efforts a@b/gpe focused on the Compasyproprietary BreatheWay membranes used for pacg
produce, with recent focus on extending the shédf ¢f bananas and other shéfé sensitive vegetables and fruit. In the Teclogy
Licensing business, the research and developmiemtsefire focused on uses for our proprietary imet polymers outside of food.

The increase in research and development expeasdlef three and nine months ended February 248 26thpared to the sai
periods last year was not material.

20




Slling, General and Administrative

Selling, general and administrative expenses cbpgisarily of sales and marketing expenses assatiaith Landecs product sale
and services, business development expenses dhdrstadministrative expenses.

The decrease in selling, general and administrakpenses for the three months ended February8 2ompared to the sa
period last year was not material. The decreaselimg, general and administrative expenses fernilmne months ended February 24,
was primarily due to the fact that selling, genexatl administrative expenses for Corporate fornine months ended February 25, 2
included $5.6 million in expenses from Landefdrmer direct marketing and sales seed busihessvas sold to Monsanto in December 2
This was patrtially offset by the recording of nedgeeds of $1.5 million from an insurance settlemen

Other (in thousands):

Threemonths  Three months Nine months Nine months

ended 2/24/08  ended 2/25/07 Change ended 2/24/08  ended 2/25/07  Change
I nterest |ncome $ 527 $ 662 (20%) $ 1,91t $ 1,07t 78%
I nterest Expense (5) (57) (91%) (19) (24¢) (93%)
Minority Int. Exp. (221) (137) (12%) (350 (252) 39%
Other Income (Exp.) (37) — N/M (37) 2 N/M

Total Other $ 364 $ 46€ (22%) $ 151C $ 573 164%

Income Taxes $ 152( $ 2,101 (28%) $ 3,90C $ 2,101 86%

Interest Income

The decrease in interest income for the three nsoatided February 24, 2008 compared to the samedpast year was due to
decrease in cash available for investing as atre$uhe repurchase of Apio common stock and ogtiom August 2007. The increase
interest income for the nine months ended FebrR4y2008 compared to the same period last yeamdwado the increase in cash availi
for investing as a result of the cash received fthensale of FCD in December 2006.

Interest Expense

The decrease in interest expense during the thméenime months ended February 24, 2008 compar#uetsame periods last y
was due to the reduction of the Company’s debt.

Minority Interest Expense

The minority interest expense consists of the niipamterest associated with the limited partneaguity interest in the net income
Apio Cooling, LP. The decrease in the minority iest for the three months ended February 24, 2@@8tee increase in minority interest
the nine months ended February 24, 2008 comparée tsame periods last year was not material tealwated Landec net income.

Other Income (Expense)
Other income (expense) consists of non-operatiognme and expenses.

Income Taxes

The decrease in the income tax expense for the thanths ended February 24, 2008 was due to thneogaihe sale of FCD duri
the third quarter last year which resulted in tie ¢éxpense that was recorded last year. The ireieathe tax expense for the nine mo
ended February 24, 2008 compared to the same gasbyear was due to an increase in the Compaefiéctive tax rate from 8% last yea
28% this year due to the decrease in the defemedmie tax valuation allowance and fully utilizinget Companys net operating lo
carryforward and tax credits during fiscal year 200
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Liquidity and Capital Resources

As of February 24, 2008the Company had cash and cash equivalents o8 $68lion, a net decrease of $7.3 million from %
million at May 27, 2007.

Cash Flow from Operating Activities

Landec generated $15.1 million of cash flow froneigbing activities during the nine months endedr&aty 24, 2008 compared
using $7.2 million in operating activities duringet nine months ended February 25, 2007. The primawyces of cash from operat
activities were from net income of $10.2 milliondanon€ash related expenses of $6.4 million, such asedegiion, income tax expense
payable and stock based compensation. The sourcastowere partially offset by a decrease in curassets net of current liabilities of $
million.

Cash Flow from Investing Activities

Net cash used in investing activities for the ninenths ended February 24, 2008 was $2.3 millionpayed to cash provided
investing activities of $42.5 million for the sameriod last year due primarily to the sale of FQRe primary uses of cash from inves
activities during the first nine months of fiscalar 2008 were for the purchase of $2.4 million @fperty and equipment primarily for
growth of Apio’s value-added processing business.

Cash Flow from Financing Activities

Net cash used in financing activities for the mmenths ended February 24, 2008 was $20.1 millionpaoed to net cash provided
financing activities of $2.4 million for the samerpd last year. The primary uses of cash fromnfoirgg activities during the first nine mon
of fiscal year 2008 were for the repurchase obhthe outstanding common stock and options of Afmbowned by Landec for $20.8 millic

Capital Expenditures

During the nine months ended February 24, 2008dearpurchased property and equipment to supporgrineth of Apio’s value
added processing business. These expenditureseeped the majority of the $2.4 million of capiapenditures.

Debt

Apio has a $7.0 million revolving line of creditthiWells Fargo Bank N.AOn September 1, 2007, Apio amended its revolving
of credit with Wells Fargo Bank N.A. by extendirgetterm of the line to August 31, 2009. In addititre interest rate on the revolving line
credit was reduced to either prime less 0.75% erLliBOR adjusted rate plus 1.50%he revolving line of credit with Wells Fargo coints
certain restrictive covenants, which require Apianteet certain financial tests, including minimuewdls of net income, maximum lever.
ratio, minimum net worth and maximum capital expamrds. Landec has pledged substantially all ofabsets of Apio to secure the line v
Wells Fargo. At February 24, 2008, no amounts weeitstanding under the revolving line of credit. dpias been in compliance with all I
covenants during the nine months ended Februargang.

Landec is not a party to any agreements with, eonmdments to, any special purpose entities thatlevaonstitute material off-
balance sheet financing other than the operatiamgeleommitments listed above.

Landecs future capital requirements will depend on nurasréactors, including the progress of its reseaand developme
programs; the continued development of marketiaggssand distribution capabilities; the ability laindec to establish and maintain 1
collaborative and licensing arrangements; any detito pursue additional acquisition opportunitiee&ather conditions that can affect
supply and price of produce, the timing and amoaifireiny, of payments received under licensing askarch and development agreem
the costs involved in preparing, filing, prosecgtidefending and enforcing intellectual properghts; the ability to comply with regulatc
requirements; the emergence of competitive teclyyoland market forces; the effectiveness of prodimhmercialization activities a
arrangements; and other factors. If Landatirrently available funds, together with the ingdly generated cash flow from operations are
sufficient to satisfy its capital needs, Landec idobe required to seek additional funding througheo arrangements with collabora
partners, additional bank borrowings and publipvate sales of its securities. There can be sarasce that additional funds, if requil
will be available to Landec on favorable termstiéith
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Landec believes that its debt facilities, cash froperations, along with existing cash, cash eqeival and existing borrowi
capacities will be sufficient to finance its opévatl and capital requirements for the foreseehlilge.

Additional Factors That May Affect Future Results

Landec desires to take advantage of the “Safe Hanmovisions of the Private Securities Litigation Bafi Act of 1995 and «
Section 21E and Rule 3bunder the Securities Exchange Act of 1934. Sipedlf, Landec wishes to alert readers that thko¥ahg importan
factors, as well as other factors including, withlimitation, those described elsewhere in thisorgpcould in the future affect, and in the |
have affected, Landec’s actual results and coultsed ande results for future periods to differ materiallprh those expressed in ¢
forward-looking statements made by or on behalfasfdec. Landec assumes no obligation to updatefsmsfard-looking statements.

The Audit of Our Financial Statements May Result in Changesto Our Financial Statements

As previously reported, the Company had delayeddtease of its fiscal third quarter 2008 resuttd the filing of its Form 1@ for
the same period in order to allow the Companyéwly appointed independent registered publioaating firm, McGladrey & Pullen, LL
(“M&P™), adequate time to complete its review oétltompanys third quarter financial statements. M&P has hiseme questions regard
the interpretation of certain complex technical aoting rules affecting the accounting treatment tfee transactions entered into v
Monsanto Corporation and its subsidiaries (“Monsgnbn December 1, 2006 (which include the sale by kartd American Seeds, Inc
wholly owned subsidiary of Monsanto, of Landec’sedt marketing and sales seed company, Fielderssc€Direct (“FCD”)which includes
the Fielder’'s Choice Direct® and Heartland Hybrid®nds, the entry into a five-year egelusive technology license and polymer su
agreement on the same date with Monsanto for theofitandec’s Intellicoat®olymer coating technology and the purchase obfathe
common stock and options of Landec Ag, Inc., nohesv by Landec (collectively, the “Monsanto transats”)) and the repurchase
Landec on August 7, 2007 of all of the common stacll options of Apio, Inc., Landexfood technology subsidiary, not owned by Lai
(the “Apio transaction”).

M&P completed its review of the Compasythird quarter financial statements without anpardes, and the Company filed
Form 10Q for the period ended February 24, 2008 with theuSities and Exchange Commission. However, a wewkinterim financia
statements is substantially less in scope tharudit performed in accordance with generally acaggiediting standards and there can b
assurance that there will not be changes madeetdCttimpany’s financial statements when M&P compléesudit of the Company’
financial statements for the fiscal year ended M&ay2008. Management and M&P are continuing toewvihe related generally accer
accounting principles applicable to the Monsanamsactions and the Apio transaction and they interrdsolve any issues by the time M
completes its audit of the Compasyinancial statements for the fiscal year endeg R 2008. At this time, the Company cannot preitie
outcome of such review.

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

In the past, our results of operations have fluetiaignificantly from quarter to quarter and axpexted to continue to fluctuate
the future. Historically, Landec Ag has been thienpry source of these fluctuations, as its reveramsprofits were concentrated over a
months during the spring planting season (genedallyng our third and fourth fiscal quarters). kid@ion, Apio can be heavily affected
seasonal and weather factors which have impactadegly results, such as the high cost of sourgiragluct inJune/July 2006 and Janu
2007 due to a shortage of essential vadded produce items. Our earnings may also fluetbased on our ability to collect accot
receivables from customers and note receivablen fyjoowers and on price fluctuations in the freshjetables and fruits markets. Ot
factors that affect our food and/or agriculturaémgions include:

« the seasonality of our supplies;
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« our ability to process produce during critical hestperiods;
» the timing and effects of ripening;

« the degree of perishability;

» the effectiveness of worldwide distribution systems

« total worldwide industry volumes;

« the seasonality of consumer demand;

» foreign currency fluctuations; and

» foreign importation restrictions and foreign paléi risks.

As a result of these and other factors, we exmecbihtinue to experience fluctuations in quarteggrating results.
We May Not Be Able to Achieve Acceptance of Our New Productsin the Marketplace
Our success in generating significant sales ofpsaducts will depend in part on the ability of uddaour partners and licensee

achieve market acceptance of our new products ectthblogy. The extent to which, and rate at whieh,achieve market acceptance
penetration of our current and future productsfisngtion of many variables including, but not Ited to:

« price;

« safety;

« efficacy;
« reliability;

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

We may not be able to develop and introduce newymis and technologies in a timely manner or nesdyets and technologi
may not gain market acceptance. We are in the esialge of product commercialization of certain linter-based specialty packagil
Intellicoat seed coatings and other Intelimer paymroducts and many of our potential productsimréevelopment. We believe that
future growth will depend in large part on our @bilto develop and market new products in our tamarkets and in new markets.
particular, we expect that our ability to competieaively with existing food products, agricultérandustrial and medical companies \
depend substantially on successfully developingaroercializing, achieving market acceptance of atlicing the cost of producing «
products. In addition, commercial applications af temperature switch polymer technology are reddyi new and evolving. Our failure
develop new products or the failure of our new pigid to achieve market acceptance would have arialaaelverse effect on our busine
results of operations and financial condition.

We Face Strong Competition in the Marketplace

Competitors may succeed in developing alternatebriologies and products that are more effectiasiee to use or less expens
than those which have been or are being developer lor that would render our technology and préglobsolete and notempetitive. W
operate in highly competitive and rapidly evolvifigids, and new developments are expected to aomtat a rapid pace. Competition fr
large food products, agricultural, industrial anédical companies is expected to be intense. Intiaddithe nature of our collaborat



arrangements may result in our corporate partnedsliaensees becoming our competitors. Many ofeghesmpetitors have substantii
greater financial and technical resources and mtimuand marketing capabilities than we do, ang hmave substantially greater experie
in conducting clinical and field trials, obtaininggulatory approvals and manufacturing and margetommercial products.
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We Have a Concentration of Manufacturing in One Location for Apio and May Have to Depend on Third Partiesto Manufacture Our
Products

Any disruptions in our primary manufacturing op@atat Apio’s facility in Guadalupe, California would reducer @bility to sel
our products and would have a material adverseteffie our financial results. Additionally, we mageat to consider seeking collabora
arrangements with other companies to manufacturepmducts. If we become dependent upon third @arfor the manufacture of ¢
products, our profit margins and our ability to dimp and deliver those products on a timely basig be affected. Failures by third par
may impair our ability to deliver products on a ¢y basis and impair our competitive position. Waymot be able to continue
successfully operate our manufacturing operatidbaeeeptable costs, with acceptable yields, aradrr@idequately trained personnel.

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

We may experience difficulty acquiring materialssarvices for the manufacture of our products ormay not be able to obt:
substitute vendors. We may not be able to proconeparable materials at similar prices and termhbiwia reasonable time. Several sen
that are provided to Apio are obtained from a nglovider. Several of the raw materials we usmamufacture our products are curre
purchased from a single source, including some meme used to synthesize Intelimer polymers andtsatbsmaterials for our breatha
membrane products. Any interruption of our relasioip with singlesource suppliers or service providers could delagpct shipments al
materially harm our business.

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

We may receive notices from third parties, inclgdsome of our competitors, claiming infringementday products of patent a
other proprietary rights. Regardless of their meesponding to any such claim could be tioogsuming, result in costly litigation and req;
us to enter royalty and licensing agreements whiely not be offered or available on terms acceptablgs. If a successful claim is mi
against us and we fail to develop or license at#fubs technology, we could be required to alter products or processes and our busil
results of operations or financial position could materially adversely affected. Our success depéndarge part on our ability to obt;
patents, maintain trade secret protection and ¢pesdthout infringing on the proprietary rights dfird parties. Any pending patt
applications we file may not be approved and we matybe able to develop additional proprietary picid that are patentable. Any pat
issued to us may not provide us with competitiveaatiages or may be challenged by third partieserfatheld by others may prevent
commercialization of products incorporating ourhteglogy. Furthermore, others may independently idgvsimilar products, duplicate ¢
products or design around our patents.

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

Our food packaging products are subject to regaiatinder the Food, Drug and Cosmetic Act (the “FRIE). Under the FDC Ac
any substance that when used as intended may eddgdre expected to become, directly or indireclysomponent or otherwise affect
characteristics of any food may be regulated asod fadditive unless the substance is generallygrézed as safe. We believe tHabd
packaging materials are generally not considered &aditives by the FDA because these productaarexpected to become componen
food under their expected conditions of use. Weswar our breathable membrane product to be a famttaging material not subject
regulation or approval by the FDA. We have not i@ any communication from the FDA concerning breathable membrane produc
the FDA were to determine that our breathable mambproducts are food additives, we may be requiresibmit a food additive petiti
for approval by the FDA. The food additive petitiprocess is lengthy, expensive and uncertain. &rdehation by the FDA that a fo
additive petition is necessary would have a mdtadserse effect on our business, operating reaaltsfinancial condition.

Federal, state and local regulations impose vamowsronmental controls on the use, storage, digehar disposal of toxic, volat
or otherwise hazardous chemicals and gases ussdnie of the manufacturing processes. Our failureotttrol the use of, or to resti
adequately the discharge of, hazardous substandes present or future regulations could subjedbusibstantial liability or could cause
manufacturing operations to be suspended and changmvironmental regulations may impose the rfeeddditional capital equipment
other requirements.
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Our agricultural operations are subject to a varadt environmental laws including, the Food QualRyotection Act of 1966, tl
Clean Air Act, the Clean Water Act, the Resourcagawvation and Recovery Act, the Federal Insedjdidingicide and Rodenticide Act, i
the Comprehensive Environmental Response, Compensand Liability Act. Compliance with these lawadarelated regulations is
ongoing process. Environmental concerns are, howévgerent in most agricultural operations, inéhgdthose we conduct. Moreover, i
possible that future developments, such as inarghsstrict environmental laws and enforcementgie$ could result in increased complia
costs.

The Company is subject to the Perishable Agricalt@ommodities Act (“PACA"law. PACA regulates fair trade standards in
fresh produce industry and governs all the prodsotd by Apio. Our failure to comply with the PAC#&quirements could among ot
things, result in civil penalties, suspension aroeation of a license to sell produce, and in thestregregious cases, criminal prosecu
which could have a material adverse effect on agiress.

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

Our Food Products business is subject to weatheditons that affect commodity prices, crop yieldsd decisions by growe
regarding crops to be planted. Crop diseases awmdreseconditions, particularly weather conditionschsuas floods, droughts, fros
windstorms, earthquakes and hurricanes, may adyexffect the supply of vegetables and fruits usedur business, which could reduce
sales volumes and/or increase the unit producti@tsc Because a significant portion of the costsfiaed and contracted in advance of ¢
operating year, volume declines due to productiteriuptions or other factors could result in ir&es in unit production costs which cc
result in substantial losses and weaken our fidieoindition.

We Depend on Strategic Partners and Licenses for Future Development

Our strategy for development, clinical and fieldtbeg, manufacture, commercialization and markeforgsome of our current a
future products includes entering into various awndlrations with corporate partners, licensees dnef® We are dependent on our corpe
partners to develop, test, manufacture and/or nmadme of our products. Although we believe that martners in these collaborations h
an economic motivation to succeed in performingrtbentractual responsibilities, the amount andrignof resources to be devoted to tt
activities are not within our control. Our partnengy not perform their obligations as expected ermaay not derive any additional reve
from the arrangements. Our partners may not payadditional option or license fees to us or maydetelop, market or pay any royalty f
related to products under the agreements. Moresuerg of the collaborative agreements providettiegt may be terminated at the discre
of the corporate partner, and some of the colldb@agreements provide for termination under ottimumstances. Our partners may pu
existing or alternative technologies in preferetmeour technology. Furthermore, we may not be ableegotiate additional collaborat
arrangements in the future on acceptable ternas,afl, and our collaborative arrangements maybeatuccessful.

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

Our products and operations are subject to goventaheegulation in the United States and foreigarddes. The manufacture of
products is subject to periodic inspection by ratpry authorities. We may not be able to obtaineseary regulatory approvals on a tin
basis or at all. Delays in receipt of or failurerézeive approvals or loss of previously receivegravals would have a material adverse e
on our business, financial condition and resultsperations. Although we have no reason to belileaewe will not be able to comply with
applicable regulations regarding the manufacturksate of our products and polymer materials, @#gpis are always subject to change
depend heavily on administrative interpretationd toe country in which the products are sold. Faitiranges in regulations or interpretat
relating to matters such as safe working condititat®oratory and manufacturing practices, enviramialecontrols, and disposal of hazarc
or potentially hazardous substances may adverffelgt mur business.
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We are subject to USDA rules and regulations caringrthe safety of the food products handled and sp Apio, and the facilitie
in which they are packed and processed. Failucenply with the applicable regulatory requiremesgs, among other things, result in:

- fines, injunctions, civil penalties, and suspensjon

« withdrawal of regulatory approvals,

« product recalls and product seizures, includingatsn of manufacturing and sales,
» operating restrictions, and

« criminal prosecution.

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

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

For the nine months ended February ,22008, approximately 25% of our total revenuesewderived from product sales
international customers. A number of risks are iehein international transactions. Internationalles and operations may be limitec
disrupted by any of the following:

« regulatory approval process,

« government controls,

« export license requirements,

« political instability,

«  price controls,

« trade restrictions,

« changes in tariffs, or

» difficulties in staffing and managing internatiormgderations.

Foreign regulatory agencies have or may establistyet standards different from those in the UniBdtes, and any inability
obtain foreign regulatory approvals on a timelyi®aould have a material adverse effect on ournnatitonal business, and our finan
condition and results of operations. While our fgmesales are currently priced in dollars, flucto@s$ in currency exchange rates may re
the demand for our products by increasing the mfaeur products in the currency of the countrizsvhich the products are sold. Regulat
geopolitical and other factors may adversely impactoperations in the future or require us to rfyodur current business practices.

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

During the nine months ended February 24, 2088es to our top five customers accounted for@agmately 47% of our revenuu
with our largest customer, Costco Wholesale Cagpcpunting for approximately 19% of our revenue® &¥pect that, for the foresees
future, a limited number of customers may contitiuaccount for a substantial portion of our neeraies. We may experience changes i
composition of our customer base as we have expmritin the past. We do not have |ldegn purchase agreements with any of
customers. The reduction, delay or cancellationrders from one or more major customers for angaear the loss of one or more of
major customers could materially and adverselycaffeir business, operating results and financiallition. In addition, since some of
products processed by Apio at its Guadalupe, Qaidofacility are sole sourced to its customers, operating results could be adver:
affected if one or more of our major customers werelevelop other sources of supply. Our currestamers may not continue to pl
orders, orders by existing customers may be catiaglenay not continue at the levels of previoudqusr or we may not be able to obi



orders from new customers.
Our Sale of Some Products May | ncrease Our Exposure to Product Liability Claims

The testing, manufacturing, marketing, and salédhnefproducts we develop involve an inherent riskltgfgations of product liabilit
If any of our products were determined or allegetié contaminated or defective or to have caudetaful accident to an ermistomer, w
could incur substantial costs in responding to dams or litigation regarding our products and pooduct brand image could be materi
damaged. Either event may have a material advéfieset en our business, operating results and firsrmondition. Although we have tak
and intend to continue to take what we believeappropriate precautions to minimize exposure tapebliability claims, we may not be a
to avoid significant liability. We currently maintaproduct liability insurance. While we believeetboverage and limits are consistent
industry standards, our coverage may not be adeduatay not continue to be available at an acbépteost, if at all. A product liabili
claim, product recall or other claim with respextninsured liabilities or in excess of insuredbiliies could have a material adverse effec
our business, operating results and financial d¢amndi
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Our Stock Price May Fluctuate in Accordance with Market Conditions
The following events may cause the market priceusfcommon stock to fluctuate significantly:

» technological innovations applicable to our product

« our attainment of (or failure to attain) milestomeshe commercialization of our technology,
« our development of new products or the developroEnew products by our competitors,

« new patents or changes in existing patents appicatour products,

» our acquisition of new businesses or the salegpadial of a part of our businesses,

« development of new collaborative arrangements bypuiscompetitors or other patrties,

« changes in government regulations applicable tdasmess,

« changes in investor perception of our business,

« fluctuations in our operating results and

« changes in the general market conditions in ounstry.

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

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

Our executive officers and directors and theirliatiés own or control approximately 22 of our common stock (including optic
exercisable within 60 days). Accordingly, thesdasdifs, directors and shareholders may have théyatuilexert significant influence over 1
election of our Board of Directors, the approvalasfiendments to our articles and bylaws and theoappof mergers or other busin
combination transactions requiring shareholder apgdr This concentration of ownership may have dffect of delaying or preventing
merger or other business combination transactiven éf the transaction or amendments would be beiaéto our other shareholders.
addition, our controlling shareholders may apprarendments to our articles or bylaws to implemeatittakeover or management frien
provisions that may not be beneficial to our otstereholders.

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

We have been subject in the past, and may be ifuthee, to claims by employees based on allegatadrdiscrimination, negligenc
harassment and inadvertent employment of illegahalor unlicensed personnel, and we may be sutgjgztyment of workers' compensa
claims and other similar claims. We could incurstahtial costs and our management could spenchdisagt amount of time responding
such complaints or litigation regarding employeairaks, which may have a material adverse effect unboisiness, operating results
financial condition.

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

The success of our business depends to a sigrtifed@nt upon the continued service and performaif@erelatively small numb
of key senior management, technical, sales, anétating personnel. The loss of any of our key pemsbmould likely harm our business.
addition, competition for senior level personnethwknowledge and experience in our different linébusiness is intense. If any of our
personnel were to leave, we would need to devdistantial resources and management attention taceephem. As a result, managen
attention may be diverted from managing our businesd we may need to pay higher compensatiorptaace these employees.
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We May I ssue Preferred Stock with Preferential Rights that Could Affect Your Rights

Our Board of Directors has the authority, withouttttier approval of our shareholders, to fix thétsggand preferences, and to is
shares, of preferred stock. In November 1999, weedd and sold shares of Series A Convertible ReefeBtock and in October 2001
issued and sold shares of Series B ConvertibleeResf Stock. The Series A Convertible PreferrediSteas converted into 1,666,670 sh
of Common Stock on November 19, 2002 and the SBri@snvertible Preferred Stock was converted ini@#4,102 shares of Common St
on May 7, 2004.

The issuance of new shares of preferred stock duvanNe the effect of making it more difficult fortlaird party to acquire a major
of our outstanding stock, and the holders of sueffiepred stock could have voting, dividend, liquida and other rights superior to thos:
holders of our Common Stock.

We Have Never Paid any Dividends on Our Common Stock

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

29




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

Our balance sheet includes an amount designatégbadwill” that represents a portion of our assatsl our shareholdergquity
Gooduwill arises when an acquirer pays more for sirfess than the fair value of the tangible and redply measurable intangible net as:
Under Statement of Financial Accounting Standards N2 “Goodwill and Other Intangible Asset&eginning in fiscal year 2002, 1
amortization of goodwill has been replaced with“mmpairment test"which requires that we compare the fair value addyall to its bool
value at least annually and more frequently ifwinstances indicate a possible impairment. If werdeine at any time in the future that
book value of goodwill is higher than fair valueeththe difference must be writteff, which could materially and adversely affectr
profitability.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

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

Our management evaluated, with participation of @nief Executive Officer and our Chief Financiaffioér, the effectiveness of ¢
disclosure controls and procedures as of the erdeoperiod covered by this Quarterly Report onnfr@0-Q. Based on this evaluation,
Chief Executive Officer and our Chief Financial ioffr have concluded that our disclosure controt pnocedures are effective in ensu
that information required to be disclosed in repdiled under the Exchange Act is recorded, prasgssummarized and reported within
time periods specified by the Securities and ExgeaB@ommission, and to provide reasonable assurdmatenformation required to
disclosed by the Company in such reports is accatadland communicated to the Companylanagement, including its Chief Execu
Officer and Chief Financial Officer, as appropritdeallow timely decisions regarding required distlre.

Changes in Internal Control over Financial Repagrtin

There were no changes in our internal controls direancial reporting during the quarter ended Fabyu24, 2008 that ha
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 clyreot a party to any leg
proceedings which management believes could résutie payment of any amounts that would be mdtésighe business or financ
condition of the Company.

ltem 1A. Risk Factors
The Audit of Our Financial Statements May Result in Changesto Our Financial Statements

As previously reported, the Company had delayeddlease of its fiscal third quarter 2008 resuttd the filing of its Form 1@ for
the same period in order to allow the Companyéwly appointed independent registered publioaating firm, McGladrey & Pullen, LL
(“M&P™), adequate time to complete its review oétompanys third quarter financial statements. M&P has hiseme questions regard
the interpretation of certain complex technical aoting rules affecting the accounting treatment tfee transactions entered into v
Monsanto Corporation and its subsidiaries (“Monsgnbn December 1, 2006 (which include the sale by kartd American Seeds, Inc
wholly owned subsidiary of Monsanto, of Landec’sedt marketing and sales seed company, Fieldersc€Direct (“FCD”)which includes
the Fielder’'s Choice Direct® and Heartland Hybrid®nds, the entry into a five-year egelusive technology license and polymer su
agreement on the same date with Monsanto for theofitandec’s Intellicoat®olymer coating technology and the purchase obfathe
common stock and options of Landec Ag, Inc., nohesv by Landec (collectively, the “Monsanto transats”)) and the repurchase
Landec on August 7, 2007 of all of the common stacll options of Apio, Inc., Landexfood technology subsidiary, not owned by Lai
(the “Apio transaction”).

M&P completed its review of the Compasythird quarter financial statements without anpardes, and the Company filed
Form 10Q for the period ended February 24, 2008 with theuSities and Exchange Commission. However, a wewkinterim financia
statements is substantially less in scope tharudit performed in accordance with generally acaggiediting standards and there can b
assurance that there will not be changes madeetdCttimpany’s financial statements when M&P complé®saudit of the Company’
financial statements for the fiscal year ended M&y2008. Management and M&P are continuing toewvihe related generally accer
accounting principles applicable to the Monsanamsactions and the Apio transaction and they interrdsolve any issues by the time M
completes its audit of the Compasyinancial statements for the fiscal year endeg R 2008. At this time, the Company cannot preitie
outcome of such review.
Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

None.
Item 3. Defaults Upon Senior Securities

None.
Item 4. Submission of Matters to a Vote of Security Holders

None.
Item 5. Other Information

None.
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ltem 6. Exhibits

Exhibit
Number Exhibit Title:

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

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

+ Filed herewith.
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SIGNATURES

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

LANDEC CORPORATION

By: /s/ Gregory S. Skinner

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

Date: April 9, 2008
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Exhibit 31.1
CERTIFICATION

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

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

3. Based on my knowledge, the financial statememid other financial information included in thisarterly 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 certifying officer drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a- 15(e) and 15¢e)1) and internal control over financial repagtifas defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

€)) designed such disclosure controls and proesdwr caused such disclosure controls and puoesdo 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 durihg fperiod in which this quarterly report is beingpared;

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

(©) evaluated the effectiveness of the regissatisclosure controls and procedures and presémtads quarterly report our
conclusions about the effectiveness of the discsantrols and procedures , as of the end of ¢hieg covered by this quarterly repbesec
on such evaluation, and

(d) disclosed in this quarterly report any apam the registrant’s internal control over fineseeporting that occurred
during the registrant’'s most recent fiscal quafttee registrans fourth quarter in the case of an annual repbaf) has materially affected, ol
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

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

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

Date: April 9, 2008

/sl Gary T. Steele

Gary T. Steele
Chief Executive Officer




Exhibit 31.Z
CERTIFICATION

I, Gregory S. Skinner, certify that:
1. | have reviewed this quarterly report on FA@rQ of Landec Corporation;

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

3. Based on my knowledge, the financial statememid other financial information included in thisarterly 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 certifying officer drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a- 15(e) and 15¢e)1) and internal control over financial repagtifas defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

€)) designed such disclosure controls and proesdwr caused such disclosure controls and puoesdo 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 durihg fperiod in which this quarterly report is beingpared;

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

(©) evaluated the effectiveness of the regissatisclosure controls and procedures and presémtads quarterly report our
conclusions about the effectiveness of the discsantrols and procedures , as of the end of ¢hieg covered by this quarterly repbesec
on such evaluation ; and

(d) disclosed in this quarterly report any apam the registrant’s internal control over fineseeporting that occurred
during the registrant’'s most recent fiscal quafttee registrans fourth quarter in the case of an annual repbaf) has materially affected, ol
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

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

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

Date: April 9, 2008

/sl Gregory S. Skinner

Gregory S. Skinner
Chief Financial Officer




Exhibit 32.1

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

In connection with the Quarterly Report of Landewrfibration (the “Company”) on Form 10-Q for theipdrending February 24,
2008 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), |, GarySteele, Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. § 1350, as adopted pursuant to § 906 ofahgaBes-Oxley Act of 2002, that:
(1) The Report fully complies with thejrerements of section 13(a) or 15(d) of the SemsiExchange Act of 1934; and

(2) The information contained in the Refairly presents, in all material respects, timafcial condition and result of operations of the
Company.

Date: April 9, 2008

/sl Gary T. Steele

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

*

The foregoing certification is being furnishededg pursuant to Section 906 of the Sarbanes-O&layof 2002 (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 document.




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 Landamibration (the “Company”) on Form 10-Q for theipdrending February 24,
2008 as filed with the Securities and Exchange C@sion on the date hereof (the “Report))Xsregory S. Skinner, Vice President of Fina

and Adminstration and Chief Financial Officer oétGompany, certify, pursuant to 18 U.S.C. § 135®dopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

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

(2) The information contained in the Refairly presents, in all material respects, timaffcial condition and result of operations of the
Company.

Date: April 9, 200 8

/sl Gregory S. Skinner

Gregory S. Skinner

Vice President and Chief Financial Officer

(Principal Accounting Officer)
* The foregoing certification is being furnishededg pursuant to Section 906 of the Sarbanes-O&leyof 2002 (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 document.




