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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR #(OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Quarter Ended November 27, 201 lor

[ 1] TRANSITION REPORT PURSUANT TO SECTION 13 ars(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the Transition period from to

Commission file number:0-27446

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

Delaware 94-302561¢8
(State or other
jurisdiction of
incorporation or
organization)

(IRS Employer

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 Seeti8 or 15(d) of the Securiti
Exchange Act of 1934 during the preceding 12 mofthd$or such shorter period that the registrans weuired to file such report
and (2) has been subject to such filing requireméontat least the past 90 days.

Yes _X No _

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥absite, if any, every Interac
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T during the pdéng 12 months (or for such
shorter period that the registrant was requiresbtumit and post such files).

Yes_ X_No___

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-axcelerated filer or a smal

reporting company. See definition of “large accatied filer” and “accelerated filer” and “smallaporting company” in Rule 12b-
of the Exchange Act.

Large Accelerated Filer Accelehgler X
Non Accelerated Filer Smallergeeting Company

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act).
Yes No X

As of December 23, 2011, there were 25,528,195%sharCommon Stock outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
LANDEC CORPORATION
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

November 27, May 29,
2011 2011
(Unaudited) Q)
ASSETS
Current Assets:
Cash and cash equivalents $ 423t $ 8,13t
Marketable securities 24,23¢ 28,12«
Accounts receivable, less allowance for dimlilaccounts of $348 and $342 at November 2
2011 and May 29, 2011, respectively 29,05¢ 21,64¢
Accounts receivable, related party 314 45%
Income taxes receivable 39t 571
Inventories, net 20,17¢ 20,16:
Notes and advances receivable 1,351 5
Deferred taxes 1,681 542
Prepaid expenses and other current assets 5,73¢ 5,981
Total Current Assets 87,171 85,62¢
Investment in hon-public company, non-fair value 793 792
Investment in non-public company, fair value 16,83¢ 15,66:
Property and equipment, net 52,24% 51,77¢
Goodwill, net 36,46 36,46:
Trademarks/tradenames, net 12,42¢ 12,42¢
Customer relationships, net 3,212 3,36¢€
Other assets 252 19€
Total Assets $ 209,40¢ $ 206,31:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable $ 18,887 $ 16,74
Related party accounts payable 332 30C
Accrued compensation 3,38¢ 3,08(
Other accrued liabilities 13,30: 3,581
Deferred revenue 35E 2,657
Current portion of long-term debt 4,33( 4,33(
Total Current Liabilities 40,59( 30,69¢
Long-term debt, less current portion 13,17( 15,50(
Deferred taxes 12,01 11,33¢
Other non-current liabilities 1,217 11,05:
Total Liabilities 66,99: 68,58¢
Stockholders’ Equity:
Common stock, $0.001 par value; 50,000,000 shat®azed; 25,565,379 and 26,405,799
shares issued and outstanding at November 27,281 May 29, 2011, respectively 26 27
Additional paid-in capital 118,69! 119,16¢
Accumulated other comprehensive loss (23E) (267)
Retained earnings 22,27¢ 17,12¢
Total Stockholders’ Equity 140,76« 136,05}
Non controlling interest 1,65: 1,671
Total Equity 142,41 137,72¢
Total Liabilities and Stockholders’ Equity $ 209,40t $ 206,31.




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




LANDEC CORPORATION

CONSOLIDATED STATEMENTS OF INCOME

Revenues:
Product sales
Services revenue, related party
License fees

Total revenues

Cost of revenue:
Cost of product sales
Cost of product sales, related party
Cost of services revenue

Total cost of revenue
Gross profit

Operating costs and expenses:
Research and development
Selling, general and administrative

Total operating costs and expenses
Operating income

Dividend income

Interest income

Interest expense

Other income (expense)

Net income before taxe

Income tax expense

Consolidated net income

Non controlling interes

Net income applicable to Common Stockholc

Basic net income per share
Diluted net income per share

Shares used in per share computation
Basic

Diluted

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

Three Months Ended

Six Months Ended

November 27, November 28,

November 27,

November 28,

2011 2010 2011 2010
$ 79,35 $ 67,72( $ 150,21; $ 129,98(
80& 08¢ 1,78¢ 2,051

1,41° 1,467 2,87¢ 3,08¢

81,57 70,16¢ 154,87: 135,12(

66,29: 56,47¢ 126,29: 107,20:

1,607 96C 2,872 2,52;

66€ 87t 1,44¢ 1,72t

68,56( 58,31 130,61 111,44¢

13,01( 11,85¢ 24,26( 23,67

2,337 2,25¢ 4,67C 4,487

6,461 6,072 12,50¢ 11,72¢

8,801 8,327 17,17¢ 16,21

4,20¢ 3,52¢ 7,082 7,45¢

281 — 563 —

81 117 157 224

(169) (209) (340) (435)

1,07¢ (44) 1,08¢ (102)

5,487 3,39: 8,55( 7,14¢

(2,049) (1,209) (3,159) (2,561)

3,43¢ 2,18¢ 5,391 4,58¢

(98) (128) (23¢) (226)

$ 3,34C $ 2,055 $ 515: $ 4,35¢
$ 01 $ 0.0t $ 020 $ 0.17
$ 017 $ 0.0t $ 020 $ 0.1€
25,88t 26,32+ 26,14’ 26,41

26,13¢ 26,56( 26,39¢ 26,63¢

See accompanying notes.




LANDEC CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Consolidated net income

Adjustments to reconcile net income to net casbduis) provided by operating activities:

Depreciation and amortization
Stock-based compensation expense

Tax benefit from stock-based compensation expense

(Unaudited)
(In thousands)

Increase in receivable from Monsanto for guarantegdination fee

Deferred taxes

Change in investment in non-public company (fairkeavalue)

Changes in current assets and current liabilities:
Accounts receivable, net
Accounts receivable, related party
Income taxes receivable
Inventories, net
Issuance of notes and advances receivable
Collection of notes and advances receivable
Prepaid expenses and other current assets
Accounts payable
Related party accounts payable
Accrued compensation
Other accrued liabilities
Deferred revenue

Net cash (used in) provided by operating activi

Cash flows from investing activities:

Purchases of property and equipment

Purchase of marketable securities

Proceeds from maturities and sales of marketalolarisies

Net cash provided by (used in) investing activi

Cash flows from financing activities:

Repurchase of outstanding common stock

Taxes paid by Company for stock swaps and RSUs
Proceeds from sale of common stock

Tax benefit from stock-based compensation expense
Principal payments on long-term debt

(Increase) decrease in other assets

Payments to minority interest holders

Net cash used in financing activiti

Net decrease in cash and cash equiva

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental schedule of noncash operating aetsv
Income tax expense not paya

Long-term receivable from Monsanto for guaranteed teation fee

Unrealized gain (loss) from interest rate s\

See accompanying notes

Six Months Ended

November 27,

November 28,

2011 2010

$ 5391 $ 4,58¢
2,72¢ 2,60z

88t 962

(3,379 (1,585)

(400) (400)

(46%) 737

(1,172) —

(7,407) (6,039

13¢ 26¢

3,55¢ 1,682

(14) (3,637)

(1,586) (1,565)

24C 637

652 1,53(

2,14( 4,57

32 (227)

304 104

(84) (16)

(2,302) (2,150

(742) 2,06¢

(3,042) (3,450)

(19,066 (41,789

22,95¢ 22,61

84€ (22,627)

(4,805) (1,189

(24) (49)

91 10¢

3,37¢ 1,58F

(2,330 (1,940

(57) 24

(257) (361)

(4,004) (1,816)

(3,900) (22,370

8,13t 27,81

$ 423 $ 5,447
$ 3378 $ 1,58F
$ 40C $ 40¢
$ 32 % (152)






LANDEC CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

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

Landec Corporation and its subsidiaries (“Landacthe “Company”) design, develop, manufacture aidpolymer products for
food and agricultural products, medical devices lesahsed partner applications that incorporatedea’s patented polymer
technologies. The Company has two proprietarympelytechnology platforms: 1) Intelimer® polymeaad 2) hyaluronan (“HA”")
biopolymers. The Company’s HA biopolymers are pietpry in that they are specially formulated fpesific customers to meet strict
regulatory requirements. The Company’s polymernetdgies, along with its customer relationships ttiade names, are the foundation, and
a key differentiating advantage upon which Landes luilt its business. The Company sells speqgutkaged fresh-cut vegetables and
whole produce to retailers and club stores, prilparithe United States and Asia through its Apia,. (“Apio”) subsidiary, HA-based
biomaterials through its Lifecore Biomedical, Iift.ifecore”) subsidiary, and Intellicoat® coatedeskeproducts through its Landec Ag LLC
(“Landec Ag”) subsidiary.

Basis of Presentation

The accompanying unaudited consolidated finant@éments of Landec have been prepared in accadeitit accounting
principles generally accepted in the United Stéde#terim financial information and with the imgttions for Form 10-Q and Article 10 of
Regulation S-X. In the opinion of managementadjustments (consisting of normal recurring ac&llahve been made which are necessary
to present fairly the financial position at NovemB&, 2011 and the results of operations and dasfsffor all periods presented. Although
Landec believes that the disclosures in these diahrtatements are adequate to make the informptiesented not misleading, certain
information normally included in financial statenteand related footnotes prepared in accordandeagitounting principles generally
accepted in the United States have been condensaditbed in accordance with the rules and regottetiof the Securities and Exchange
Commission. The accompanying financial data shbaldeviewed in conjunction with the audited finahstatements and accompanying
notes included in Landec's Annual Report on ForrKX0r the fiscal year ended May 29, 2011.

The results of operations for the six months erldedember 27, 2011 are not necessarily indicatihefresults that may be
expected for an entire fiscal year because theserige seasonality in Apio’s food business, paridy] Apio’s Food Export business and the
order patterns of Lifecore’s customers can leaglgoificant fluctuations in Lifecore’s quarterlysudts of operations.

Basis of Consolidation

The consolidated financial statements are presemtete accrual basis of accounting in accordaritteWS. generally accepted
accounting principles and include the accountsasfdec and its subsidiaries, Apio, Lifecore and leen8lg. All material inter-company
transactions and balances have been eliminated.

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

In June 2009, the FASB changed the consolidatiatyais for VIES to require a qualitative analysisietermine the primary
beneficiary of the VIE.




Under the new guidance, an entity is a VIE andextthip consolidation, if by design: a) the totaligginvestment at risk is not
sufficient to permit the entity to finance its adtiies without additional subordinated financiapport provided by any parties, including
equity holders or b) as a group the holders oftigty investment at risk lack any one of the failog three characteristics: (i) the power,
through voting rights or similar rights to direbetactivities of an entity that most significantiypact the entity’s economic performance,

(i) the obligation to absorb the expected losdab® entity, or (iii) the right to receive the eqied residual returns of the entity. The
Company reviewed the consolidation guidance andloded that the non-public companies in which tleenfany holds equity investments
are not VIEs. As a result, the Company has comelutat there is no impact on the financial statémas a result of the adoption of the new
guidance.

Under applicable accounting guidance, a Companyasasidered the requirements to consolidate aty émtwhich it holds voting
control and concluded that due to the lack of \@tiontrol, the Company is not required to constdidae investments in non-public
companies.

Use of Estimates

The preparation of financial statements in conftymiith U.S. generally accepted accounting priresplequires management to
make certain estimates and judgments that affecatmounts reported in the financial statementsaaodmpanying notes. The accounting
estimates that require management’s most signif@ad subjective judgments include revenue recmgnisales returns and allowances;
recognition and measurement of current and defénmne tax assets and liabilities; the assessofastoverability of long-lived assets; the
valuation of intangible assets and inventory; thkiation and nature of impairments of investmeautst the valuation and recognition of
stock-based compensation.

Cash, Cash Equivalents and Marketable Securities

The Company records all highly liquid securitieshathree months or less from date of purchase tomibgas cash
equivalents. These securities consist mainly dffemte of deposits (CDs), money market funds &n8. Treasuries.

Short-term marketable securities consist of CDsdh@ FDIC insured and single A or better rated icipal bonds with original
maturities of more than three months at the dafpiodhase. The aggregate amount of CDs includethitketable securities at November 27,
2011 and May 29, 2011 was $2.3 million and zerspeetively. The Company classifies all marketaleurities with readily determined
market values as “available for sale” At November 27, 2011, $18.1 million of marketabkcurities had contractual maturities of lesa tha
one year and $3.8 million had maturities of onemo years. Investments in marketable securitiecarried at fair market value. Unrealized
gains and losses are reported as a componentothstiders’ equity. The cost of marketable sesits adjusted for amortization of
premiums and discounts to maturity. This amoritirais recorded to interest income. Realized gaimslosses on the sale of available-for-
sale securities are also recorded to interest iecama were not significant for the three and sixthe ended November 27, 2011 and
November 28, 2010. The cost of securities solthised on the specific identification meth

Financial Instruments

The Company'’s financial instruments are primardynposed of marketable securities, commercial-teahet payables, grower
advances, and notes receivable, as well as long#ietes receivables and debt instruments. Fot-s@on instruments, the historical carrying
amount approximates the fair value of the instruméair values for long-term financial instrumentst readily marketable are estimated
based upon discounted future cash flows at prexgpitiarket interest rates. Based on these assumaptitanagement believes the fair market
values of the Company’s financial instruments aematerially different from their recorded amouassof November 27, 2011 or November
28, 2010.

Investments in Non-Public Companies

The Company’s investment in Aesthetic Sciences @attjpn (“Aesthetic Sciences”), a medical devicenpany, is carried at cost
after adjustment for impairment losses. Sincegti®no readily available market value informatitire Company periodically reviews this
investment to determine if any other than tempodasiines in value have occurred based on the diabstability and viability of Aesthetic
Sciences.

The Company’s investment in Windset Holdings 201d) la Canadian corporation (“Windset”), is repdrés an investment in non-
public company, fair value, in the accompanying &idated Balance Sheets. The Company accounifs imvestment in Windset under 1
fair value option (see Note 3).






Intangible Assets

The Company’s intangible assets are comprised stbower relationships with a finite estimated uséfelof twelve years and trade
names and goodwill with indefinite lives.

Finite-lived intangible assets are reviewed forgile impairment whenever events or changes iugistances occur that indicate
that the carrying amount of an asset (or assetpynmay not be recoverable. Indefinite lived intidahgyassets are reviewed for impairment at
least annually by comparing the fair value of theet to its carrying value to determine if thers baen an impairment. Goodwill is reviewed
for impairment at least annually by comparing thie ¥alue of the related reporting unit to its garg value to determine if there has been an
impairment.

Fair Value Measurements

The Company accounts for financial assets anditialsi financial instruments and certain othemigeat fair value. The Company
has also elected the fair value option for its staeent in a non-public company (see Note 3).

US Generally Accepted Accounting Principals haatdisthed a three-tier hierarchy for fair value meaments, which prioritizes the
inputs used in measuring fair value as follows:

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

Level 2 —inputs other than quoted prices in active markeds are observable either directly or indirectlgotigh corroboration wit
observable market data.

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

As of November 27, 2011, the Company held certages and liabilities that are required to be nreakat fair value on a recurring
basis, including cash equivalents, marketable gigesjrinterest rate swap, liability for contingexmnsideration in connection with the
acquisition of Lifecore and its minority interestvestment in Windset.

The fair value of the Company’s cash equivalentsraarketable securities is determined based omdisle inputs that are readily
available in public markets or can be derived fiaformation available in publicly quoted marketfiefefore, the Company has categorized
its cash equivalents and marketable securitiesaslLl.

The fair value of the Company’s interest rate svgagetermined based on model inputs that can beredd in a liquid market and
key inputs include yield curves and are categora®tlevel 2 inputs. As of November 27, 2011, thenfany recorded to other
comprehensive loss on the consolidated balancéssheeinrealized loss of $235,000, net of taxekld#,000, representing the cumulative
change in the interest rate swap since inceptibthe interest rate swap is terminated or the debtowed is paid off prior to April 30, 2015,
the amount of unrealized loss or gain includedtireocomprehensive income (loss) would be recliaskib earnings. The Company has no
intentions of terminating the interest rate swapr@paying the debt in the next twelve months. ifkerest rate swap liability is included in
other non-current liabilities as of November 2712@nd May 29, 2011.

The fair value of the Company’s liability for camgjent consideration is based on significant inpotsobserved in the market and
thus represents a Level 3 measurement. The Congmaymined the fair value of the liability for thentingent consideration based on a
probability-weighted discounted cash flow analyasfurther discussed in Note 2.

The Company has elected the fair value option obawting for its investment in Windset. The faifuaof the Company’s
investment in Windset utilizes significant unobsdne inputs in the discounted cash flow modeldugtiag projected cash flows, growth ra
and the discount rate, and is therefore consideegdl 3, as further discussed in Note 3.

The Company believes its valuation methods aregiate and consistent with those of other marketigipants. However,
imprecision in estimating unobservable market isman affect the amount of gain or loss recordea foarticular asset or liability. As a
result, the use of different methodologies or aggtions to determine the fair value of certain ficiahinstruments could result in a different
estimate of fair value at the reporting date.

The Company has no other financial assets or iigsilfor which fair value measurement has beermpteatb






New Accounting Pronouncements

Recently Adopted Pronouncements

Intangible-Goodwill and Other

In September 2011, the FASB issued ASU No. 2011-08&angibles-Goodwill and Othérthat will allow an entity to first assess
qualitative factors to determine whether it is reseey to perform the two-step quantitative goodimifpairment test. Under this amendment,
an entity would not be required to calculate thevalue of a reporting unit unless the entity detimes, based on a qualitative assessment,
that it is more likely than not that its fair valiseless than its carrying amount. The amendmetdes a number of events and circumstances
for an entity to consider in conducting the quéiiaassessment. The guidance is effective foafigears beginning after December 15, 2011
with early adoption permitted. The Company doesaxpect that the adoption of this update will haveaterial impact on its consolidated
financial statements at this time.

Presentation of Comprehensive Income

In June 2011, the FASB issued ASU No. 2011-0Besentation of Comprehensive Incohibat improves the comparability,
consistency, and transparency of financial repgréind increases the prominence of items reportether comprehensive income by
eliminating the option to present components oéottomprehensive income as part of the statemestiafges in stockholders' equity. The
amendments in this standard require that all noneswhanges in stockholders' equity be presenthdrén a single continuous statement of
comprehensive income or in two separate but cotisecstatements. Under either method, adjustments ive displayed for items that are
reclassified from other comprehensive income ("Q@&i"net income, in both net income and OCI. Tlamdard does not change the current
option for presenting components of OCI gross ¢on¢he effect of income taxes, provided that stacheffects are presented in the statel
in which OCl is presented or disclosed in the ntitehe financial statements. Additionally, thenstard does not affect the calculation or
reporting of earnings per share. For public ergjttbe amendments in this ASU are effective fardiyears, and interim periods within those
years, beginning after December 15, 2011 and dve &pplied retrospectively, with early adoptionnpigted. The Company does not exp
the adoption of this standard to have a materiphichon its consolidated financial statements.

2. Acquisition of Lifecore Biomedical, Ia.

On April 30, 2010 (the “Acquisition Date”), the Cpany acquired all of the common stock of LifecorerBedical, Inc. (“Lifecore”)
under a Stock Purchase Agreement (“Purchase Agre&nie order to expand its product offerings amdez into new markets. Lifecore was
a privately-held hyaluronan-based biomaterials camydocated in Chaska, Minnesota. Lifecore is@pally involved in the development
and manufacture of products utilizing hyaluronanaturally occurring polysaccharide that is widdigtributed in the extracellular matrix of
connective tissues in both animals and humans.

Under the Purchase Agreement, the aggregate coasaepayable by the Company to the former Lifecstockholder at closing
consisted of $40.0 million in cash, which includkg16 million that is held in an escrow accountdowse the Compang'rights with regards
indemnification, representations, warranties angenants included in the Purchase Agreement. Ttrewsaccount is in the name of the
seller and Landec’s rights under the escrow agraeoosist solely of its ability to file a claim@gst the escrow Half of the escrow, or
$3.3 million, was released and paid to the formédore shareholder in May 2011. In addition, @@mpany may be required to pay up tc
additional $10.0 million in earn out payments ie #vent that Lifecore achieves certain revenueetarig calendar years 2011 and 2012.




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

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

The assets and liabilities of Lifecore were recdrdetheir respective estimated fair values as@fdate of the acquisition using
generally accepted accounting principles for bussreombinations. The excess of the purchase pvieretbe fair value of the net identifiable
assets acquired has been allocated to goodwilld@iticepresents a substantial portion of the asitjon proceeds because of the workforce
in-place at acquisition and because of Lifecomig lhistory and future prospects. Managemenébedi that there is further growth potential
by extending Lifecore's product lines into new ahels.

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

Cash and cash equivalents $ 31¢
Accounts receivable, net 1,86(
Inventories, net 9,00¢
Property and equipment 25,52¢
Other tangible assets 1,45¢
Intangible assets 7,90(
Total identifiable assets acquired 46,07
Accounts payable and other liabilities (2,987)
Long-term debt (4,157
Deferred taxes (3,162)
Total liabilities assumed (10,307)
Net identifiable assets acquired 35,76¢
Goodwill 13,88
Net assets acquired $ 49,65(

The Company used a combination of the market astiajgproaches to estimate the fair values of thexbre assets acquired and
liabilities assumed. During the measurement pefiduch is not to exceed one year from the acdaisitlate), the Company is required to
retrospectively adjust the provisional assetsabilities if new information is obtained about faeind circumstances that existed as of the
acquisition date that, if known, would have rediitethe recognition of those assets or liabilisssof that date. The Company has finalized
the fair values of the acquired assets and assliaiglities and completed the purchase price altimn as of April 30, 2011.

I nventory

A step-up in the value of inventory of $523,000 wesorded in the allocation of the purchase prased on valuation
estimates. During the three and six months endBaMber 28, 2010, $132,000 and $294,000, respéctfethis step-up was charged to
cost of products sold as the inventory was solde @ntire step up was charged to cost of produdtdiaing fiscal years 2010 and 2011 and
no step up remained in inventory as of May 29, 2011

I ntangible Assets

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

The excess of the consideration transferred oeefain values assigned to the assets acquiredatitities assumed was
$13.9 million. The goodwill can be attributablethe work force in place at the time of the acdigriand to Lifecore’s long history and
future prospects. None of the goodwill is expedtede deductible for income tax purposes. The @aomg will test goodwill for impairment
on an annual basis or more frequently, if deemeessary.

Liability for Contingent Consideration

In addition to the cash consideration paid to trener shareholder of Lifecore, the Company mayeogiired to pay up to an
additional $10.0 million in earn out payments based.ifecore achieving certain revenue targetsalemdar years 2011 and 2012. The fair
value of the liability for the contingent considéoa recognized on the acquisition date was $9.9Bomand $9.84 million, as of November
27,2011 and May 29, 2011, respectively, and issifi¢d in other accrued liabilities in the Condatied Balance Sheets. The Company
projects that it will pay the entire $10 millionrasout in late fiscal year 2012 or early fiscal y2a13.

3. Investments in non-public companies

In December 2005, Landec entered into a licensimgeanent with Aesthetic Sciences for the excluspyfets to use Landec's
Intelimer0 materials technology for the development of derfillats worldwide. The Company received sharepraferred stock in
exchange for the license with a valuation of $1ilion. Aesthetic Sciences sold the rights to ita&tfil™ Injector System on July 16,

2010. Landec evaluated its investment in Aestt&tiences for impairment, utilizing a discountedhciow analysis. Based on the terms of
the sale, the Company determined that its investmvaa other than temporarily impaired and therefeomrded an impairment charge of $
million during fiscal year 2010. The Company’srgarg value of its investment in Aesthetic Scienise$793,000 as of November 27, 2011.

On February 15, 2011, Apio entered into a sharelase agreement (the “Purchase Agreement”) withdgéin Pursuant to the
Purchase Agreement, Apio purchased 150,000 nong/sgnior preferred shares for $15 million and @rhmon shares for $201 issued by
Windset (the “Purchased Shares”). The common starehased represent a 20.1% interest in Windd®st. non-voting senior
preferred shares yield a cash dividend of 7.5% altyurhe dividend is payable within 90 days of eanniversary of the execution of the
Purchase Agreement. The Purchase Agreement inciugesand call option, which can be exercisedhersixth anniversary of the Purchase
Agreement whereby Apio can exercise the put toitseRurchased Shares to Windset, or Windset carcise the call to purchase the
Purchased Shares from Apio, in either case, aita pgual to 20.1% of the appreciation in the ifa@rket value of Windset from the date of
the Company’s investment through the put and @ dolus the original purchase price of the Pugetis&Shares.Under the terms of the
arrangement with Windset, the Company is entittedesignate one of five members on the Board aédbirs of Windset.

In accordance with accounting guidance, the investrim Windset does not qualify for equity methedaunting as the investment
does not meet the criteria of in-substance comnmoksue to returns through the annual dividenthenon-voting senior preferred shares
that are not available to the common stock hold&sthe put and call options require the Purch&eates to be put or called in equal
proportions, the Company has deemed that the imeggt in substance, should be treated as a siagleity for purposes of accounting. The
Company has adopted fair value option in the acogrior its investment in Windset effective on thequisition date. The Company
believes that reporting its investment at fair eglwovides its investors with useful informationtbe performance of the Company’s
investment and the anticipated appreciation inevalsiWindset expands its business.

The Company also entered into an exclusive liceggeement with Windset, which was executed in 203®, prior to
contemplation of Apio’s investment in Windset (déate 4).

The fair value of the Company'’s investment in Wietdsas determined utilizing a discounted cash fio@del based on projections
developed by Windset, and considers the put and@aVversion options. These features impact thatour of the cash flow utilized to derive
the estimated fair value of the investment. The Gamy has concluded that the estimated fair values afivestment in Windset approximates
the cash consideration paid for the Purchased Shatbe date of acquisition. Assumptions incluietthe discounted cash flow model will
be evaluated quarterly based on Windset's actuhpamjected operating results to determine the gham fair value.
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For the three and six months ended November 27,,28& Company recorded $281,000 and $563,000idetid income,
respectively. The change in the fair market valtidhe Company’s investment in Windset for the ¢hamd six months ended November 27,
2011 was determined to be $1.1 million and $1.Zionil respectively, which is recorded as other meo

4. License Agreements
Monsanto

On December 1, 2006, Landec entered into a five-geaxclusive technology license and polymer sypgreement ¢he Monsant
Agreement”) with Monsanto Company (“Monsanto”) tbe use of Landec’s Intellicogbolymer seed coating technology. Under the terims o
the Monsanto Agreement, Monsanto agreed to payeé@Ag $2.6 million per year. The Monsanto Agreetiveas amended in November
2009. Under the terms of the amended Monsantoghgeat, Monsanto continued to have an exclusivasieg¢o use Landec’s Intellicoat
polymer technology for specific seed treatmentiapfibns. Along with regaining the use of the linteat technology outside of the specific
applications licensed to Monsanto under the ameMistsanto Agreement, Landec also assumed resplitysibi Landec Ag’s operating
expenses and realizes all the revenues and pitaiitsthe sales of existing and new Intellicoat seealting products.

On September 9, 2011, Monsanto informed the Compaatyit intended to allow the Monsanto Agreemergstpire in accordance
with its terms on December 1, 2011 and therefor@pdanto did not exercise its purchase option. Upomination, Monsanto was obligated
to pay Landec Ag a $4.0 million termination fee afidights to the Intellicoatseed coating technology reverted to Landec. Lanelesived
the termination payment of $4.0 million on NovemBer 2011.

For each of the three and six months ended NoveBihez011 and November 28, 2010, Landec recogi#ze2b million and $2.7
million, respectively, in license revenues from Mensanto Agreement.

Air Products

In March 2006, Landec entered into an exclusivenise and research and development agreement wiBréducts and Chemicals,
Inc. (“Air Products”). In accordance with the agmeent, Landec receives 40% of the gross profit géeeé from the sale of products by Air
Products occurring after April 1, 2007, that incangte Landec’s Intelimer materials.

Chiquita

In September 2007, the Company amended its licgrasid supply agreement with Chiquita Brands Intigonal, Inc.
(“Chiquita™). Under the terms of the amendmehg¢ license for bananas was expanded to includ¢i@uliexclusive fields using Landec’s
BreatheWay® packaging technology, and a new ex@usiense was added for the sale and marketimy@tados and mangos using
Landec’s BreatheWay packaging technology. Theeageat with Chiquita, which Chiquita has electedetoew for another five years
through December 2016, requires Chiquita to payiahgross profit minimums to Landec in order foiidtlita to maintain its exclusive
license for bananas, avocados and mangos. Uneléertins of the agreement, Chiquita must notify lesindefore Decemberstiof each year
whether it is going to maintain its exclusive liserfor the following calendar year and thus agogeaty the minimums for that year. Landec
was notified by Chiquita in November 2011 that Ciitigt had chosen to maintain its exclusive licemsecélendar year 2012 and thus agre:
that time to pay the minimum gross profit for calanyear 2012.

Windset

In June 2010, Apio entered into an exclusive lieemgreement with Windset for Windset to utilize dao’s proprietary breathable
packaging to extend the shelf life of greenhoussvgrcucumbers, peppers and tomatoes (“Exclusivduete”). In accordance with the
agreement, Apio received and recorded a one-tinfrenipresearch and development fee of $100,000nalhdeceive license fees equal to 3%
of net revenue of the Exclusive Products utilizihg proprietary breathable packaging technologth wi without the BreatheWay®
trademark. The ongoing license fees are subjemtitaial minimums of $150,000 for each of the thyped of exclusive product as each is
added to the agreement. As of November 27, 2014 pooduct has been added to the agreement. itioaddhe first year minimum payme
period had an original payment date of June 20higiwhas been deferred until April 2012 due to @iela obtaining required packaging
materials.
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5. Stock-Based Compensation

In the three and six months ended November 27, ,28&@1Company recognized stock-based compensatfanse of $444,000 and
$885,000, respectively, which included $193,000 $B@5,000 for restricted stock unit awards and $XH1 and $490,000 for stock option
grants, respectively. In the three and six moetided November 28, 2010, the Company recognize##-fimsed compensation expense of
$457,000 and $962,000, respectively, which incluf2tin,000 and $454,000 for restricted stock unérale and $247,000 and $508,000 for
stock option grants, respectively.

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

Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
November 27, November 28, November 27, November 28,
2011 2010 2011 2010
Research and development $ 130,00 $ 108,00 $ 254,000 $ 228,00(
Sales, general and administrative $ 314,000 $ 349,000 $ 631,000 $ 734,00(
Total stock-based compensation $ 444000 $ 457,000 $ 885,000 $ 962,00(

As of November 27, 2011, there was $2.2 milliotiadél unrecognized compensation expense relatadvested equity
compensation awards granted under the Landec ggjaityg. Total expense is expected to be recogmizedthe weighted-average period of
1.4 years for stock options and 1.4 years foriastt stock unit awards.

6. Diluted Net Income Per Share

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

Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
November 27, November 28, November 27, November 28,
2011 2010 2011 2010
Numerator:
Net income applicable to Common Stockholc $ 3,34C % 2,05t $ 515z $ 4,35¢
Denominator:
Weighted average shares for basic net income pee s 25,88¢ 26,32« 26,14" 26,41:
Effect of dilutive securities:
Stock options and restricted stock units 25( 23€ 252 227
Weighted average shares for diluted net incomesipair 26,13¢ 26,56( 26,39¢ 26,63¢
Diluted net income per share $ 01z $ 0.0¢ $ 0.2C $ 0.1€

For the three months ended November 27, 2011 ardroer 28, 2010, the computation of the dilutedimaime per share excluc
the impact of options to purchase 2.1 million skamad 1.1 million shares of Common Stock, respeltias such impacts would be
antidilutive for these periods.

For the six months ended November 27, 2011 and ikbee 28, 2010, the computation of the diluted nebine per share excludes

the impact of options to purchase 2.1 million skamaed 2.0 million shares of Common Stock, respelstias such impacts would be
antidilutive for these periods.
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7. Income Taxes

The provision for income taxes for the three adsdnths ended November 27, 2011 was $2.0 milli@h$8.2 million,
respectively. The effective tax rate for both theee and six months ended November 27, 2011 wasc88ipared to 37% for the same
periods in fiscal year 2011. The effective tax fatethe three and six months ended November 271 2iffers from the statutory federal
income tax rate of 35% as a result of several factocluding state taxes, non-deductible stocleba®mmpensation expense, tax exempt
interest and the benefit of federal and state rebesnd development credits.

As of May 29, 2011, the Company had unrecognizedéamefits of approximately $760,000. Includedhe balance of unrecogniz
tax benefits as of May 29, 2011 is approximatel@1$600 of tax benefits that, if recognized, wowddult in an adjustment to the Company’s
effective tax rate. The Company expects its unreizegl tax benefits to change by $240,000 withinrtket twelve months related to the
expiration of tax attributes.

In accordance with accounting guidarice,Company has decided to classify interest amalpies related to uncertain tax positior
a component of its provision for income taxes. Twmpany has accrued an insignificant amount arést and penalties relating to

income tax on the unrecognized tax benefits asasfelber 27, 2011 and May 29, 2011.

Due to tax attribute carry forwards, the Compansuisject to examination for tax years 1996 forwfardJ.S. tax purposes. The
Company is also subject to examination in varidategurisdictions for tax years 1998 forward, nefigvhich are individually significant.

8. Inventories

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

November 27, May 29,
2011 2011
Finished goods $ 9,36¢ $ 10,26:
Raw materials 8,11¢ 7,99¢
Work in progress 2,687 1,901
Total $ 20,17t % 20,16

9. Debt

On April 30, 2010, Lifecore entered into a $20 roill Credit Agreement with Wells Fargo Bank N.A. (Bif¢ Fargo”) with a five-
year term that provides for equal monthly principayments plus interest. All of Lifec(s assets have been pledged to secure the debt
incurred pursuant to the Credit Agreement. Landdlae guarantor of the debt.

On August 19, 2004, Lifecore issued variable ratistrial revenue bonds (“IRB”). These bonds vamgumed by Landec in the
acquisition of Lifecore (see Note 2). The bondsaullateralized by a bank letter of credit securgé first mortgage on the Company’s
facility in Chaska, Minnesota. In addition, therf@pany pays an annual remarketing fee equal tb®l&nd an annual letter of credit fee of
0.50% on the outstanding principal balance.

The Credit Agreement and the IRB contain certagtrigtive covenants, which require Lifecore to meatain financial tests,
including minimum levels of net income, minimum ckiratio, minimum fixed coverage ratio and maximecapital expenditures.
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Long-term debt consists of the following (in thonds):
November 27, May 29,
2011 2011

Credit agreement with Wells Fargo;
due in monthly payments of
$333,333 through April 30, 2015
with interest payable monthly at
Libor plus 2% per annum (2.25%
and 2.375% at November 27,
2011 and May 29, 2011,
respectively) $ 14,000 $ 16,00(

Industrial revenue bond issued by
Lifecore; due in annual payments
through 2020 with interest at a
variable rate set weekly by the
bond remarketing agent (0.34%
and 0.40% at November 27, 2011

and May 29, 2011, respectively) 3,50( 3,83(
Total 17,50( 19,83(
Less current portion (4,330 (4,330
Long-term portion $ 13,17C % 15,50(

The maturities on the IRB are held in a sinkingdf@atcount, recorded in Prepaid expenses and athemt assets in the
accompanying Consolidated Balance Sheets and at®peach year on September 1.

10. Derivative Financial Instruments

In May 2010, the Company entered into a five-yaserest rate swap agreement under the Companydt Bgreement, which
expires on April 30, 2015. The interest rate swag designated as a cash flow hedge of futuregistt@ayments and has a notional amou
$20 million. As a result of the interest rate swit@msaction, the Company fixed for a five-year péithe interest rate at 4.24%, subject to
market based interest rate risk on $20 millionafrowings under its Credit Agreement. The Compaaobligations under the interest rate
swap transaction are guaranteed and secured @auitihe basis as is its obligations under the Creglieément. As of November 27, 2011,
Company recorded to Other Comprehensive Loss oG t¢insolidated Balance Sheets an unrealized 108238,000, net of taxes of $144,0i
as a result of the interest rate swap. If ther@serate swap is terminated or the debt borrowegid off prior to April 30, 2015, the amount
of unrealized loss or gain included in Other Corhpresive Income (Loss) would be reclassified toiegsn The Company has no intentions
of terminating the interest rate swap or prepayirggdebt in the next twelve months. The interat swap liability is included in other non-
current liabilities in the accompanying ConsolidhBalance Sheets as of November 27, 2011 and Ma3@9..

11. Related Party

The Company provides cooling and distribution sagsito both a farm and Beachside Produce LLC ("Bside"), a commodity
produce distributor, in which the Chairman of Apias a farming and ownership interest, respectivédyring the three and six months en
November 27, 2011, the Company recognized reveoiu®8.9 million and $2.0 million, respectively, wvehihave been included in prodi
sales and in service revenues in the accompanyingdlidated Statements of Income, from the safgaducts and providing cooling
services to these parties. During the three anthenths ended November 28, 2010, the Company nimed) revenues of $1.2 million and
$2.4 million, respectively, which have been incldde product sales and in service revenues in¢herapanying Consolidated Statements of
Income, from the sale of products and providingliogoservices to these parties. The related ratdé/balances of $314,000 and $453,000
are included in accounts receivable in the accoipgrConsolidated Balance Sheets as of Novembe2@I7l and May 29, 2011,
respectively.

Additionally, unrelated to the revenue transactiabsve, the Company purchases produce from theifawhich the Chairman of
Apio has an ownership interest, Beachside, and ¥¢ingbee Note 3) for sale to third parties. Duthegthree and six months ended
November 27, 2011, the Company recognized costaafyzt sales of $1.6 million and $2.9 million, resfively, which have been included
product sales and in service revenues in the acaoyipg Consolidated Statements of Income, fronstie of products purchased from these
parties. During the three and six months endedeNdber 28, 2010, the Company recognized cost ofystaghles of $1.0 million and $2.5
million, respectively, which have been includegmduct sales and in service revenues in the acaoyipg Consolidated Statements of
Income, from the sale of products purchased fragsdlparties. The related accounts payable of $38&0d $346,000 are included in



accounts payable and other accrued liabilitiehénaccompanying Consolidated Balance Sheets asvamber 27, 2011 and May
29, 2011, respectively.
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All related party transactions are monitored qubrtiey the Company and approved by the Audit Corteribf the Board of
Directors.

12. Comprehensive Income (Loss)

Comprehensive income (loss) consists of net incanteother comprehensive income including unrealgagds and losses on the
interest rate swap with Wells Fargo Bank, N.A. éwoalated other comprehensive loss is reportedcasngponent of stockholders’
equity. At November 27, 2011, the net comprehenkiss from the unrealized loss on the interdstsevap, net of income taxes, was
$235,000. At November 28, 2010, the net compraherisss from the unrealized loss on the interat swap, net of income taxes, was
$331,000.

13. Stockholders’ Equity

During the three months ended November 27, 20E1Cttmpany granted no options to purchase shamsmhon stock and no
restricted stock unit awards. During the six merghded November 27, 2011, the Company grantedrptd purchase 7,500 shares of
common stock and 2,500 of restricted stock unitreaa

As of November 27, 2011 the Company has reseng&dBlion shares of Common Stock for future issuianader its current and
former equity plans.

On July 14, 2010, the Company announced that tleedBaf Directors of the Company had approved thabéishment of a stock
repurchase plan which allows for the repurchaagdd $10 million of the Company’s Common Stockhe Company may repurchase its
common stock from time to time in open market pasgs or in privately negotiated transactions. tirheg and actual number of shares
repurchased is at the discretion of managemeiteo€bmpany and will depend on a variety of factrdpding stock price, corporate and
regulatory requirements, market conditions, thathet attractiveness of other capital deploymemtoofunities and other corporate
priorities. The stock repurchase program doeohligate Landec to acquire any amount of its comstook and the program may be
modified, suspended or terminated at any timeeathmpany's discretion without prior notice. Dgrlwoth the three and six months ended
November 27, 2011, the Company purchased on the mjpeket 880,060 shares of its Common Stock fa3@&1000.

Consolidated Statements of Changes in Stockholdergquity
(in thousands, except share amounts)
November 27,

2011
Common Stock Shares
Balance at May 29, 2011 26,405,79
Stock options exercised, net of shares tendered 39,64(
Vested restricted stock units, net of shares tesatler —
Common stock repurchased on the open market (880,06()
Balance at November 27, 2011 25,565,37
Common Stock
Balance at May 29, 2011 $ 27
Common stock repurchased on the open market (1)
Balance at November 27, 2011 $ 26
Additional Paid-in Capital
Balance at May 29, 2011 $ 119,16¢
Stock options exercised, net of shares tendered 91
Vested restricted stock units, net of shares tesatler —
Taxes paid by Company for RSUs vested (24)
Stock-based compensation expense 88t
Tax-benefit from stock based compensation expense 3,37¢
Common stock repurchased on the open market (4,804)
Balance at November 27, 2011 $ 118,69!
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Accumulated Other Comprehensive Loss

Balance at May 29, 2011 $ (267)
Change in other comprehensive loss 32
Balance at November 27, 2011 $ (23E)

Retained Earnings

Balance at May 29, 2011 $ 17,12¢
Net income 5,157
Balance at November 27, 2011 $ 22,27¢

Non controlling Interest

Balance at May 29, 2011 $ 1,671

Non controlling interest in net incon 23¢

Distributions to non controlling interest (257)

Balance at November 27, 2011 $ 1,65:
14. Business Segment Reporting

The Company manages its business operations thfougistrategic business units. Based upon therimdition reported to the chief
operating decision maker, who is the Chief Exeeu@fficer, the Company has the following reportat#dgments : the Food Products
Technology segment, the Food Export segment, ttadudynan-based Biomaterials segment and the Teastndlicensing segment.

The Food Products Technology segment markets aria ppecialty packaged whole and fresh-cut vegesahht incorporate the
BreatheWay specialty packaging for the retail grgcelub store and food services industry. In ddj the Food Products Technology
segment sells BreatheWay packaging to partnensdiofvegetable products. The Food Export segmartisis of revenues generated from
the purchase and sale of primarily whole commoifiitit and vegetable products to Asia and domedgicalhe HA-based Biomaterials
segment sells products utilizing hyaluronan, aradiioccurring polysaccharide that is widely distited in the extracellular matrix of
connective tissues in both animals and humans é&atical use primarily in the Ophthalmic, Orthopeali® Veterinary markets. The
Technology Licensing segment licenses Landec’spedielntellicoat seed coatings to the farming itiduand licenses the Company’s
Intelimer polymers for personal care products atheoindustrial products. Corporate includes caapogeneral and administrative expenses,
non Food Products Technology and non HA-based Bieriads interest income and Company-wide incomeetgenses. All of the assets of
the Company are located within the United StateSmérica. The Company’s international sales weréodows (in millions):

Three Months Ended Six Months Ended
November 27, November 28, November 27, November 28,
2011 2010 2011 2010
Taiwan $ 96 $ 83 $ 19.C $ 16.8
Indonesia $ 6.4 $ 50 $ 139 $ 8.7
Canada $ 49 $ 45 $ 99 $ 9.2
Belgium $ 6.3 $ 47 $ 81 $ 7.7
Japan $ 38 % 26 $ 6.2 $ 5.0
All Other Countries $ 58 $ 04 $ 9.7 $ 8.1




Operations by segment consisted of the followinglousands):

Food

Products HA-based Technology
Three Months Ended November 27, 2011 Technology Food Expor Biomaterialé  Licensing Corporate TOTAL
Net sales $ 46,69 $ 24,22¢ % 9,23t $ 1,412 $ — $ 81,57(
International sales $ 464C $ 24,15( $ 788¢ % — 3 — 3 36,67+
Gross profit $ 4531 $ 1,80z $ 526/ $ 1,412 $ — 3 13,01¢(
Net income (loss $ 2631 $ 1,09 $ 283t $ 364 $ (3,597) $ 3,34(
Depreciation and amortization $ 771 $ 2 $ 55 % 46 $ — 3 1,37¢
Dividend income $ 281 $ — $ — $ — 3 — $ 281
Interest income $ 22 3 — $ 58 $ — $ 1 $ 81
Interest expense $ — 3 — 3 162 $ — 3 — 3 167
Income tax expense $ — $ — 3 — $ —  $ 2,04¢ $ 2,04¢
Three Months Ended November 28, 2010
Net sales $ 40,64¢ $ 19,63t $ 8,42: $ 146z $ — $ 70,16¢
International sales $ 4,16¢ $ 19,57, % 6,32t $ — 3 — 3 30,06:
Gross profit $ 3,752 $ 1,23C $ 5411 $ 1,46z $ — 3 11,85¢
Net income (loss $ 852 $ 607 $ 2,841 $ 544 $ 2,790 $ 2,05¢
Depreciation and amortization $ 777 $ 2 $ 47¢ % 38 $ — $ 1,29
Interest income $ 45 3 — 3 36 $ — 3 36 $ 117
Interest expense $ — $ — $ 20¢ $ — $ — $ 20¢
Income tax expense $ — $ — $ — 3 — $ 1,20¢ $ 1,20¢
Six Months Ended November 27, 2011
Net sales $ 90,05¢ $ 4558: $ 16,35¢ $ 287 % — $ 154,87:
International sales $ 9,711 $ 45.46( $ 11,65( $ — 3% — 3 66,82:
Gross profit $ 10,59C $ 2,81¢ $ 7,97¢ $ 2,87t % — $  24,26(
Net income (loss $ 599t $ 1,39C $ 3,30 $ 73¢ % 6,270 $ 5,152
Depreciation and amortization $ 1551 $ 4 3 1,08: $ 91 $ — 3 2,72¢
Dividend income $ 562 $ — $ —  $ — $ —  $ 562
Interest income $ 30 $ — 3 105 $ — 3 22 $ 157
Interest expense $ — $ — $ 34C % —  $ — $ 34C
Income tax expense $ — 3 — 3% — $ — 3 3,15¢ $ 3,15¢

Food

Products HA-based Technology
Six Months Ended November 28, 2010 Technology Food Expor Biomaterial Licensing Corporate TOTAL
Net sales $ 81,207 $ 36,11¢ $ 14,80¢ $ 298¢ $ — $ 135,12
International sales $ 8,771 $ 36,017 $ 10,75¢ $ — 3% — 3 55,54¢
Gross profit $ 10,11 $ 2,161 $ 8,40¢ $ 298¢ $ — 3 23,67
Net income (loss $ 4,45¢ $ 984 $ 3,53t % 1,11¢ $ (5,732 $ 4,35¢
Depreciation and amortization $ 1,561 $ 4 3 9z $ 75 % — 3 2,60z
Interest income $ 74 $ — 3 62 $ — 88 $ 224
Interest expense $ 2 % — $ 432 $ — $ — $ 43¢
Income tax expense $ — 3 — % — $ — 3% 2,561 $ 2,561

During the six months ended November 27, 2011 amnekehber 28, 2010, sales to the Company’s top fistamers accounted for

42% and 43%, respectively, of revenues. The Cogipdop customer from the Food Products Technokggment accounting for 16% and

15% for the six months ended November 27, 2011INmeember 28, 2010, respectively. The Company dxgeat, for the foreseeable
future, a limited number of customers may contitauaccount for a significant portion of its net eaues.

15. Subsequent Events

The Company received the $4.0 million terminatiea from Monsanto on November 30, 2011 (see Note 4).



Based on Lifecore revenues for the twelve montliedrbecember 31, 2011, the Company has deterntfia¢dhe earn out (see Nt
2) has been fully earned and therefore the Comjzolligated to pay the former owner of Lifecoré$tillion before June 1, 2012.
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Item 2. Management’s Discussion and Analysis of Rancial Condition and Results of Operations

The following discussion should be read in conjiorctvith the unaudited consolidated financial stegats and accompanying notes
included in Part I-ltem 1 of this Form 10-Q and ¢helited consolidated financial statements andrapenying notes and Management'’s
Discussion and Analysis of Financial Condition &ebsults of Operations included in Landec’s Annugp&t on Form 10-K for the fiscal
year ended May 29, 201

Except for the historical information containeddiar the matters discussed in this report are faivi@oking statements within the
meaning of Section 21E of the Securities Exchancfeof1934. These forward-looking statements imgalertain risks and uncertainties that
could cause actual results to differ materiallynfrthose in the forward-looking statements. Po#énigks and uncertainties include, without
limitation, those mentioned in this Form 10-Q andse mentioned in Landec’s Annual Report on ForAKX6r the fiscal year ended May :
2011. Landec undertakes no obligation to updatevase any forward-looking statements in ordereftect events or circumstances that may
arise after the date of this report.

Critical Accounting Policies and Use of Estimates

There have been no material changes to the Congparitycal accounting policies which are includeuti alescribed in the Form 10-
for the fiscal year ended May 29, 2011 filed while Securities and Exchange Commission on AuguxdBl.

The Company

Landec Corporation and its subsidiaries (“Landacthe “Company”) design, develop, manufacture aidpolymer products for
food and agricultural products, medical devices lazahsed partner applications that incorporatedears patented polymer
technologies. The Company has two proprietarymelytechnology platforms: 1) Intelimer® polymeasad 2) Hyaluronan (“HA”")
biopolymers. The Company’s polymer technologiéma@with its customer relationships and trade raraee the foundation, and a key
differentiating advantage upon which Landec ha# baibusiness.

Landec has four core businesses — Fooduiet®d echnology, Food Export, HA-based Biomate@ald Technology Licensing, each
of which is described below.

Our wholly-owned subsidiary, Apio, operates our ¢f&woducts Technology business, combining Landaoprietary food
packaging technology with the capabilities of géanational food supplier and value-added producegssor. In Apio’s value-added
operations, produce is processed by trimming, waghmixing, and packaging into bags and traysiti@airporate Landec’s Breathe W8y
membrane technology. The BreatheWay membraneaseseshelf life and reduces shrink (waste) foileetaand, for certain products,
eliminates the need for ice during the distributbgule and helps to ensure that consumers recedgh produce by the time the product m:
its way through the supply chain. Apio also licesnthe BreatheWay technology to ChiquBaands International, Inc. (“Chiquita”) for
packaging and distribution of bananas and avocaddso Windset Farms for packaging of greenhousegicucumbers, peppers and
tomatoes.

Apio also operates the Food Export bessrthrough its Cal Ex Trading Company (“Cal-ExThe Export business purchases and sells
whole fruit and vegetable products to predominaAsian markets.

Our wholly-owned subsidiary, Lifecor@evates our HA-based Biomaterials business andrisipally involved in the development
and manufacture of products utilizing hyaluronanaturally occurring polysaccharide that is widdigtributed in the extracellular matrix of
connective tissues in both animals and humansechbik’s products are primarily sold to three mddiegments: (1) Ophthalmic, (2)
Orthopedic and (3) Veterinary. Lifecore also siggphyaluronan to customers pursuing other medigplications, such as aesthetic surgery,
medical device coatings, tissue engineering andnpheeuticals. Lifecore leverages its fermentatimtess to manufacture premium,
pharmaceutical-grade hyaluronan, and its asefitiogficapabilities to deliver HA finished goodsite customers. Lifecore also manufactures
and sells its own HA-based finished goods. Lifedsrknown in the medical segments as a premiurpleumf HA. Its name recognition
allows Lifecore to acquire new customers and saN products with only a small marketing and sabgsability.
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Landec’s Technology Licensing business developpr@tary polymer technologies and applies themvvide range of applications
including seed coatings and treatments, temperatdieators, controlled release systems, drug defivpressure sensitive adhesives and
personal care products. These applications arenawnialized through partnerships with third partiesulting in licensing and royalty
revenues. For example, Air Products and Chemitrads (“Air Products”) has an exclusive licenseotar Intelimer polymers for personal care
products and Nitta Corporation (“Nitta”) licensearidec’s proprietary pressure sensitive adhesivassin the manufacture of electronic
components by their customers.

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

Description of Core Business

Landec participates in four core business segmdfisd Products Technology, Food Export, Hyalurebased Biomaterials and
Technology Licensing.

l Landec Corporation

Proprietary Polyvmer Science Technology

[ | | |

Food Products ‘ | Food Export HaA-based Biomatenals ‘ ' Technology Licensing

Technelogy

Food Products Technology Business

The Company began marketing its proprietary Intetiibased BreatheWay® membranes in 1996 for udeeifrésh-cut produce
packaging market, historically one of the fastest\gng segments in the produce industry. Landpmprietary BreatheWaypackaging
technology when combined with fresh-cut or wholeduce results in packaged produce with increasefd Iffie and reduced shrink (waste)
without the need for ice during the distributiortley The resulting products are referred to asuradded” products. During the fiscal year
ended May 29, 2011, Apio shipped nearly sixteetignilcartons of produce to leading supermarketilezta wholesalers, foodservice
suppliers and club stores throughout the UniteteStand internationally, primarily in Canada.

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

Value-Added Supplier: Apio has structured its business as a marketeselhel of fresh-cut and whole value-added produtes focused
on selling products under its Eat Smart brand dahdrdorands for its fresh-cut and whole value-adutediucts. As retail grocery and
club store chains consolidate, Apio is well posiéid as a single source of a broad range of praducts

Reduced Farming Risks: Apio reduces its farming risk by not taking owstap of farmland, and instead, contracts with gneer
produce and enters into joint ventures with growerproduce. The year-round sourcing of prodsce key component to the fresh-
cut and whole value-added processing business.

Lower Cost Structure: Apio has strategically invested in the rapidly gnogvfresh-cut and whole value-added business. 'A{i86,000
square foot value-added processing plant is autmaith state-of-the-art vegetable processing eqaig. Virtually all of Apio’s
value-added products utilize Apio’s proprietary &freeWay packagingtechnology. Apio’s primary strategy is to operate large
central processing facility in one of Californidésgest, lowest cost growing regions, the SantadMdalley, and use packaging
technology that allows for the nationwide delivefyfresh produce products.
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Expanded Product Line Using TechnologyApio, through the use of its BreatheWay packagiteghnology, is introducing new value-
added products each year. These new productmjferange from various sizes of fresh-cut baggedumts, to vegetable trays, to
whole produce, to vegetable salads and snack pdzlsng the last twelve months, Apio has introdili®enew products.

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

Apio Packaging'’s first program has concentratedamanas and was formally consummated when Apigezhteto an agreement to
supply Chiquita with its proprietary banana packggechnology. This global agreement applies ¢orifhening, conservation and shelf-life
extension of bananas for most applications on afusive basis and for other applications on a narlusive basis. In addition, Apio
provides Chiquita with ongoing research and devaleqmt and process technology support for the Br&d#lyemembranes and bags, and
technical service support throughout the custorhaircin order to assist in the development and etaakceptance of the technology.

Chiquita provides marketing, distribution and riesailes support for Chiquita® bananas sold worléwidBreatheWay
packaging. To maintain the exclusive license, Gitdggmust meet quarterly minimum purchase threshofdBreatheWay banana packages.

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

In June 2008, Apio entered into a collaboratioreagrent with Seminis Vegetable Seeds, Inc., a wimllged subsidiary of
Monsanto, to develop novel broccoli and cauliflowesducts for the exclusive sale by Apio in the tRgkmerican market. These novel
products will be packaged in Landec’s proprietargadheWay packaging and will be sold to retail grgchains, club stores and the food
service industry. Field trials for the initial ¢gat varieties began in the Fall of 2008. Consutestrmarketing began in April 2011.

In June 2010, Apio entered into an exclusive lieemgreement with Windset Farms (“Windset”) for Wdatito utilize Landec’s
proprietary breathable packaging to extend thef §ifeebf greenhouse grown cucumbers, peppers amétoes.

On February 15, 2011, Apio entered into a sharelage agreement (the “Purchase Agreemevith) Windset Holdings 2010 Ltd.,
Canadian corporation (“Windset”). Pursuant to thecRase Agreement, Apio purchased 150,000 serédemed shares for $15 million and
201 common shares for $201 (the “Purchased Shard#s€)Company’s common shares represent a 20. E¥egitin Windset. The nareting
senior preferred shares yield a cash dividend®fo7annually. The dividend is payable within 90 dafysach anniversary of the execution of
the Purchase Agreement. The Purchase Agreemendéash put and call option, which can be exerasetthe sixth anniversary of the
Purchase Agreement whereby Apio can exercise thopaell its Purchased Shares to Windset, or Whdan exercise the call to purchase
the Purchased Shares from Apio, in either casepate equal to 20.1% of the appreciation in #ierharket value of Windset from the date
of the Company’s investment through the put/catédplus the purchase price of the Purchased Shasaeder the terms of the arrangement
with Windset, the Company is entitled to desigraate of five members on the Board of Directors ohugiet.

Food Export Business
Food Export revenues consist of revenues genefiatadthe purchase and sale of primarily whole corditydruit and vegetable

products to Asia through Apio’s export company,-Eal The Food Export business is a buy/sell bissiribat realizes a commission-based
margin on average in the 5-8% range.
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Hyaluronan-based Biomaterials Business
Our HA-based Biomaterials business, operated thrawg Lifecore subsidiary, was acquired by Lande@pril 30, 2010.

Lifecore uses its fermentation process and asépticulation and filling expertise to be a leadethie development of hyaluronan-
based products for multiple applications and te@talvantage of non-hyaluronan device and drug eypities which leverage its expertise in
manufacturing and aseptic syringe filling capaieiit Elements of Lifecore’s strategy include tbkofving:

° Establish strategic relationships with market leesde Lifecore develops applications for products watirtners who have
strong marketing, sales and distribution capabdlito end-user markets. Through its strong rejpatand history of providing premium HA
products, Lifecore has been able to establish teng-relationships with the market leading compssigch as Alcon, Inc. (Alcon) and Abk
Medical Optics (Abbott) in ophthalmology, and Mukiskeletal Transplant Foundation (MTF) and Novaii in orthopedics.

° Expand medical applications for hyaluronarDue to the growing knowledge of the unique cbigndstics of hyaluronan a
the role it plays in normal physiology, Lifecorentimues to identify and pursue further uses forlimyaan in other medical applications, such
as wound care, aesthetic surgery, adhesion prevewtiug delivery, device coatings and pharmacalsti¢-urther applications may involve
expanding process development activity and/or adtit licensing of technology.

° License hyaluronan technology from third partieln 2007, Lifecore entered into a world-wide exclhesiicense and
development agreement with The Cleveland Clinicrieiation to develop and commercialize Corgel ™ Birbgel using patented
hyaluronan-based cross-linking technology, thatlmansed for products in aesthetics, orthopedjisth@lmology and other medical
fields. Lifecore has not yet identified any potehtommercial products for this technology; howelandec continues to investigate potel
applications.

° Utilize manufacturing infrastructure to pursue c@tt aseptic filling and fermentation opportunitiésfecore will continue
to evaluate providing contract services for oppaittes that are suited for the capital and facilityestment related to aseptic filling
equipment, fermentation and purification.

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

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

Following the sale of Fielder’s Choice Direct (“FQPLandec Ag’s strategy has been to further depaor patented, functional
polymer coating technology for sale and/or licegdimthe seed industry. Landec Ag is currentlyufsd on commercializing products for the
soybean and seed corn market and plans to brobhde@adhnology to other seed crop applications.

Landec's Intellicoat seed coating applicationsdasgned to control seed germination timing, inseeerop yields, reduce risks and
extend crop-planting windows. These coatings areently available on male inbred corn used for sgedluction. In fiscal year 2000,
Landec Ag launched Pollinator Pl@scoatings, which is a coating application used lBdssompanies as a method for spreading pollinadi
increase yields and reduce risk in the productidmybrid seed corn. In 2011, Pollinator Plus wasdiby eight seed companies on
approximately 20% of the seed corn production aicréise U.S.
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Landec Ag is also working on developing seed treatrapplications. The concept of seed treatmerttsplace an insecticide or
fungicide directly onto the seed surface in ordgprotect the seed and the seedling as it emetgesdecs Intellicoat seed coating technolc
could be an integral and proprietary part of buitga significant position in seed treatments woittby using Landec’s seed coatings as a
“carrier” of insecticides/fungicides which can bepknsed at the appropriate time based on timeilotesnperature. During the past year, we
focused on validating the use of Landec’s coatauiphology for seed treatment applications.

The Technology and Market Opportunity: Intelimer Polymer Applications

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

Industrial Materials and Adhesivt

Landec’s industrial product development strategyuf®s on coatings, catalysts, resins, additiveadhdsives in the polymer
materials market. During the product developméades, the Company identifies corporate partnessipport the ongoing development and
testing of these products, with the ultimate gddloensing the applications at the appropriateetim

Intelimer Latent Catalyst Polymer Syste

Landec has developed latent catalysts useful ienehg pot-life, extending shelf life, reducing weaand improving thermoset cure
methods. Some of these latent catalysts are dlyrfaging distributed by Akzo-Nobel Chemicals Bt¥rough our licensing agreement with
Air Products. The rights to develop and sell Larisi¢éatent catalysts and personal care technolagée licensed to Air Products in March
2006.

Personal Care and Cosmetic Applicatic

Landec’s personal care and cosmetic applicationsesfy is focused on supplying Intelimer materialindustry leaders for use in
lotions and creams, as well as color cosmeticstitiks and hair care. The Company's partner, &dects, is currently shipping products to
L'Oreal, Mentholatum and other companies for usliions and creams. The rights to develop and_seldec’s polymers for personal care
products were licensed to Air Products in March@aidng with the latent catalyst rights. The Comps Intelimer polymers are currently in
over 50 personal care products worldwide.

Intelimer Drug Delivery Polymet
Landec is developing both biodegradable and lniodegradable polymers for use in drug deliveryliapfions targeting the use of its hig

crystalline polymers and the tunable physical prige to minimize or eliminate burst, extend dretgase profiles and deliver novel valu:
properties to the pharma industry.
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Results of Operations

Revenuegin thousands):

Three Three
months months Six months  Six months
ended ended ended ended
11/27/11 11/28/10 Change 11/27/11 11/28/10 Change

Apio Value Added $ 46,31 $ 40,17¢ 15% $ 89,12¢ $ 79,82¢ 12%
Apio Packaging 382 47C (19%) 927 1,38 (33%)
Food Technology 46,69: 40,64¢ 15% 90,05¢ 81,20 11%
Apio Export 24,22¢ 19,63t 23% 45,58 36,11¢ 26%
Total Apio 70,92: 60,28¢ 18% 135,64( 117,32 16%
HA 9,23t 8,42 10% 16,35¢ 14,80¢ 10%
Tech. Licensing 1,41% 1,462 (3%) 2,87t 2,98¢ (4%)
Total Revenues $ 81,57( $ 70,16¢ 16%0 $ 154,87 $ 135,12 15%

Apio Value Added

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

The increase in Apio’s value-added revenues fothhee and six months ended November 27, 2011 cadpa the same periods of
last year was primarily due to a 22% and 16% irsgeeespectively, in unit volume sales to existingtomers resulting primarily from
expanded product offerings, gaining additionalrdistion locations, and growth in the fresh-cut &&dle category. The revenues generated
from these volume increases during the three anthenths ended November 27, 2011 were partiallgedfiby a slight product mix change to
lower priced products from higher priced products.

Apio Packaging

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

The decrease in Apio packaging revenues for treethnd six months ended November 27, 2011 compatbd same periods last
year was primarily due to decreased sales of Be¥d#ly membranes to Chiquita for use on avocadoagijans as a result of Chiqu
placing initial large orders of BreatheWay membradering the first quarter of last year to builgéntory for avocado applications.

Apio Export

Apio export revenues consist of revenues genefadetithe purchase and sale of primarily whole comditydfruit and vegetable
products to Asia by Cal-Ex. Apio records revengeas to the sale price to third parties becautakits title to the product while in transit.

The increase in revenues in Apio’s export busifiesthe three and six months ended November 271 28inpared to the same
periods last year was due to a 12% and 17% increasgeectively, in unit volume sales due to a greavlume of fruit and vegetables being

available to export coupled with favorable priciiog export products during the first half of fisgadar 2012.

Hyaluronan-based (“HA”) Biomaterials

Lifecore principally generates revenue throughgale of products containing HA. Lifecore primgasiells products to customers in
three medical areas: (1) Ophthalmic, which repreeskaver 70% of Lifecors’revenues in fiscal year 2011, (2) Orthopediccivinepresente
nearly 20% of Lifecore’s revenues in fiscal yeat 2@nd (3) Veterinary/Other.
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The increase in Lifecore’s revenues for the threatims ended November 27, 2011 compared to the pan last year was due to
a 27% increase in revenues in Lifecore’s fermematiusiness, primarily for Ophthalmic products tipdly offset by a 19% decrease in
revenues in Lifecore’s aseptic filling businessmarrily for Orthopedic products.

The increase in Lifecore’s revenues for the six therended November 27, 2011 compared to the sariual pest year was due to a

13% increase in revenues in Lifecore’s fermentatiosiness, primarily for Ophthalmic products ar¥aincrease in revenues in Lifecore’s
aseptic filling business, primarily for Ophthalnpmducts.

Technology Licensing

Technology licensing revenues consist of reveneegi@ated from the licensing agreements with Momsait Products and Nitta.

The decrease in Technology Licensing revenuestiree and six months ended November 27, 201 pa@d to the same peric
of the prior year was not significant to consoletht andec revenues. As a result of the terminatidhe Monsanto Agreement (see Note 4),

beginning in the third quarter of fiscal year 204RQarterly revenues and gross profit for the TetdgyLicensing business will decrease
$1.35 million from the second quarter of fiscal y2@12.

Gross Profit (in thousands):

Three Three Six Six
months months months months
ended ended ended ended
11/27/11 11/28/10  Change 11/27/11 11/28/10  Change
Apio Value Added $ 4,166 $ 3,341 25% $ 9,821 $ 8,952 10%
Apio Packaging 36E 411 (11%) 76¢ 1,167 (34%)
Food Technology 4,531 3,752 21% 10,59( 10,11t 5%
Apio Export 1,802 1,23( 47% 2,81¢ 2,161 30%
Total Apio 6,33: 4,987 27% 13,40¢ 12,27¢ 9%
HA 5,264 5,411 (3%) 7,97¢ 8,40¢ (5%)
Tech. Licensing 1,41¢ 1,46 (3%) 2,87 2,98¢ (4%)
Total Gross Profit $ 13,01 $ 11,85¢ 10% $ 24,26( $ 23,67 2%

General

There are numerous factors that can influence gnadg including product mix, customer mix, manciiaring costs, volume, sale
discounts and charges for excess or obsolete ioerb name a few. Many of these factors inflleeacare interrelated with other
factors. The Company includes in cost of salesfdlhe costs related to the sale of products aoatance with U.S. generally accepted
accounting principles. These costs include thiedohg: raw materials (including produce, casegeds and packaging), direct labor,
overhead (including indirect labor, depreciatiomd acility related costs) and shipping and shigpielated costs. The following are the

primary reasons for the changes in gross profittierthree and six months ended November 27, 26iipared to the same periods last year
as outlined in the table above.

Apio Value-Added

The increase in gross profit for Apio’s value-addedetable business for the three months endedrioe27, 2011 compared to
the same period last year was primarily due tdl&# increase in revenues coupled with the factdhehg the later portion of the second

quarter of last year Apio experienced weather edlproduce supply issues that increased the castuo€ing produce which resulted in lower
gross profits during last year’s second quarter.
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The increase in gross profit for Apio’s value-addedetable business for the six months ended Nogefih 2011 compared to the
same period last year was primarily due to the Ir@ase in revenues and the weather related peaslyaply issues during the later portion
of the second quarter of fiscal year 2011 both loictv were partially offset by a product mix changdiigher sales of lower margin products.

Apio Packaging

The decrease in Apio packaging gross profit forttitee and six months ended November 27, 2011 cadpa the same periods |
year was primarily due to decreased sales of Beddly membranes to Chiquita for use for avocadoi@gtins as a result of Chiqui
placing initial large orders of BreatheWay membgadering the first quarter of last year to builgéntory for avocado applications.

Apio Export

Apio’s export business is a buy/sell businessithalizes a gross margin in the 5-8% range. Thee&se in gross profit for Apio’s
export business during the three months ended Nbge&v, 2011 compared to the same period lastwasdue to the 23% increase in
revenues. The 47% increase in gross profit wasdhithan the growth in revenues because of faveratolduct mix changes to higher margin

products which resulted in a higher gross margitinduthe three months ended November 27, 2011486 tompared to a gross margin of
6.3% for the same period last year.

The increase in gross profit for Apio’s export mesis during the six months ended November 27, 206dipared to the same period
last year was primarily due to the 26% increasevenues.

HA-based Biomaterials

The decrease in gross profit during the three anthenths ended November 27, 2011 compared toaime periods last year was
due to the timing of production within the fiscaar resulting in lower overhead absorption durhmgthree and six months ended November
27, 2011 compared to the same periods last yetialpaoffset by a favorable product mix changenfriower margin aseptic filling sales to
higher margin fermentation sales. The lower ovadha&bsorption during the quarter and year to degielted in a lower gross margin during
the three and six months ended November 27, 205T7%fand 49%, respectively, compared to a grosgimaf 64% and 57%, respectively,
for the same periods last year.

Technology Licensing

The decrease in Technology Licensing gross profitHe three and six months ended November 27, 20dipared to the same
periods of the prior year was not significant tosalidated Landec gross profit.

Operating Expensegin thousands):

Three Three Six Six
months months months months
ended ended ended ended
11/27/11 11/28/10  Change 11/27/11 11/28/10  Change
Research and Development:
Apio $ 24 $ 24¢€ (1%) $ 51¢ % 46¢ 9%
HA 1,157 1,091 6% 2,24: 2,14¢ 5%
Tech. Licensing 937 91¢ 2% 1,914 1,87 2%
Total R&D $ 23371 $ 2,25t 1% $ 4,67C $ 4,48 4%
Selling, General and Administrative:
Apio $ 368 $ 3,19 16% $ 7,03¢ $ 6,211 13%
HA 1,11¢ 1,26 (11%) 2,113 2,252 (6%)
Tech. Licensing 112 10C 12% 223 21¢ 2%
Corporate 1,547 1,51¢ 2% 3,13¢ 3,04: 3%
Total SG&A $ 646/ $ 6,072 6% $ 12,50¢ $ 11,72t 7%
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Research and Development

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

The increase in research and development expemsti®efthree and six months ended November 27, 20itpared to the same
periods last year was not significant.

Selling, General and Administrative

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

The increase in selling, general and administragxgenses for the three and six months ended Nosed™ 2011 compared to the
same periods last year was primarily due to acgraiportion of the potential annual bonuses at Apid Corporate as a result of exceeding

our revenue and operating income plan for the thneksix months ended November 27, 2011 comparadcming no bonuses during the
same periods of last year.

Other (in thousands):

Three Three Six Six
months months months months
ended ended ended ended
11/27/11 11/28/10  Change 11/27/11 11/28/10  Change
Dividend I ncome $ 281 $ — NM % 563 $ — N/M
Interest | ncome $ 81 % 117 (31%) $ 157 $ 224 (30%)
I nterest Expense $ (16%) $ (209 (22%) $ (340) $ (435 (22%)
Other Income (Exp) $ 1,07¢ $ (44) NM ¢ 1,08 $ (102) N/M
Income Taxes $ (2,049 $ (1,209 69% $ (3,159 $ (2,56)) 23%
Non controlling Int. $ 98) $ (12¢) (23%) $ (239 ¢ (226) 6%

Dividend Income

The increase in dividend income was due to divideatrued from the $15 million preferred stock staeent in Windset made on
February 15, 2011 which yields a cash dividend.6%wannually. The $281,000 and $563,000 represeatsied dividends for the three and
six months ended November 27, 2011, respectively.

Interest Income
The decrease in interest income for the three enthenths ended November 27, 2011 compared toahmee periods last year was

primarily due to lower cash balances reflecting ase of cash to purchase our minority investmefYindset and to purchase the Company’s

common stock on the open market. Interest incoae further negatively impacted by lower yields veistments due to declines in interest
rates.

Interest Expense

The decrease in interest expense during the timeésia months ended November 27, 2011 compardteteame periods last year
was due to paying down the credit facility by $rhillion since the end of the second quarter of yastr.
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Other Income (Expense)

The other income for the three and six months émtevember 27, 2011 is comprised of a $1.1 millimrease in the fair market
value of our Windset investment. During the thaed six months of last year the other expense4f0®0 and $102,000, respectively, was
for the amortization of the discount on Lifecore&n out obligation.

Income Taxes

The increase in the income tax expense for thethnel six months ended November 27, 2011 is priynduie to a 62% and 20%
increase, respectively, in net income before taxespared to the same periods last year. The effetetx rate for both the three and six
months ended November 27, 2011 was 38% compar@ttofor the same periods in fiscal year 2011.

Non controlling Interest
The non controlling interest consists of the lidifgartners’ equity interest in the net income ofcA@ooling, LP.

The change in the non controlling interest forttiee and six months ended November 27, 2011 cadparthe same periods last
year was not significan

Liquidity and Capital Resources

As of November 27, 2011, the Company had cash asi equivalents of $4.2 million, a net decreask3d million from $8.1
million at May 29, 2011.

Cash Flow from Operating Activities

Landec used $741,000 of cash from operating aietivituring the six months ended November 27, 2@iipared to generating $2.1
million from operating activities for the six mostended November 28, 2010. The primary sourceasf from operating activities during
the six months ended November 27, 2011 were framergeing $5.4 million of net income and $2.7 mitliof amortization and
depreciation. The sources of cash from operatimre offset by the $1.2 million non-cash changthenfair value of our investment in
Windset and a net increase of $7.9 million in wogkcapital, excluding the decrease in income tagesivable, which is offset by the tax
benefit from stock-based compensation. The pringhgnges in working capital during the six monthdesl November 27, 2011 which
increased working capital were (a) a $7.3 millioarease in accounts receivable primarily due t8.4 fhillion increase in receivables at A
as a result of increased export sales during thethmaf November, and an increase in accounts rabkhat Lifecore of $4.7 million due to
the timing of shipments during the quarter of whister half occurred in November, (b) a net increzs®&l.3 million in advances for crops by
Apio and (c) a $2.3 million decrease in deferracereie associated with the Monsanto Agreement ddhiedirst six months of fiscal year
2012. These increases in working capital wer&groffset by a $2.1 million increase in accosipiyable resulting from the timing of
payments.

Cash Flow from Investing Activities

Net cash provided by investing activities for thermonths ended November 27, 2011 was $846,000 amedio net cash used in
investing activities of $22.6 million for the sameriod last year. The net cash provided by inagstictivities was from $3.9 million of net
proceeds from the maturities and sales of marketsdxturities. These proceeds were partially offgehe purchase of $3.0 million of
property, plant and equipment primarily for thetfier automation of Apio’s value-added processingifg and facility modifications and
purchased equipment to support Lifecore’s busigesath.

Cash Flow from Financing Activities
Net cash used in financing activities for the sianths ended November 27, 2011 was $4.0 million @yegbto net cash used in
financing activities of $1.8 million for the samerjpd last year. The net cash used in financinigities during the first half of fiscal year

2012 was primarily due to $2.3 million of long-tedabt payments and the repurchase of $4.8 millfadheeCompany’s outstanding Common
Stock, partially offset by the tax benefit from ctebased compensation of $3.4 million.
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Capital Expenditures

During the six months ended November 27, 2011, earmirchased vegetable processing equipment t@sdupp further
automation of Apio’s value added processing facdihd facility modifications and purchased equipttersupport Lifecore’s business
growth. These expenditures represented the maffrthe $3.0 million of capital expenditures.

Debt

On April 30, 2010, Lifecore entered into a $20 raill Credit Agreement with Wells Fargo Bank N.A. (Bif¢ Fargo”) with a five-
year term that provides for equal monthly principayments plus interest. The Credit Agreementainstcertain restrictive covenants, wh
require Lifecore to meet certain financial testg]uding minimum levels of net income, minimum daratio, minimum fixed coverage ratio
and maximum capital expenditures. All of Lifecara’ssets have been pledged to secure the delteidqursuant to the Credit
Agreement. Landec is the guarantor of the debt.

On May 4, 2010, the Company entered into an inteats swap agreement that has the economic effecbdifying the variable
interest obligations associated with the $20 mill@redit Agreement so that the interest payabdffectively fixed at a rate of 4.24%.

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

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

Landec believes that its cash from openati along with existing cash, cash equivalentsmaarketable securities will be sufficient
to finance its operational and capital requireméntst least the next twelve months.

ltem 3. Quantitative and Qualitative Disclosures about Market Risk

There have been no material changes to the Congparayket risk during the first six months of fisgahr 2012.
Item 4. Controlsand Procedures
Evaluation of Disclosure Controls and Procedures

Our management evaluated, with participation of@hief Executive Officer and our Chief Financialfioér, the effectiveness of o
disclosure controls and procedures as of the ettliegberiod covered by this Quarterly Report omi-&0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial 0#r have concluded that our disclosure controts@ocedures are effective in ensuring
that information required to be disclosed in repdited under the Exchange Act is recorded, praxssummarized and reported within the
time periods specified by the Securities and ExgeaDommission, and are effective in providing reatbte assurance that information

required to be disclosed by the Company in sucbrtsfis accumulated and communicated to the Compamgnagement, including its Chief
Executive Officer and Chief Financial Officer, ggeopriate to allow timely decisions regarding riegd disclosure.
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Changes in Internal Control over Financial Repagrtin

There were no changes in our internal controls &mancial reporting during the fiscal quarter eddéovember 27, 2011 that have
materially affected, or are reasonably likely tatenlly affect, our internal controls over finaatcreporting.

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

As of the date of this report, the Company is npaey to any legal proceedings.
Item 1A. Risk Factors

There have been no material changes to the Congpaslyfactors which are included and describethénForm 10-K for the fiscal
year ended May 29, 2011 filed with the Securitied Exchange Commission on August 8, 2011.

Item 2. Unregistered Sales of Equity Securitiesnd Use of Proceeds
(c) The following table contains the Company’sc&teepurchases of equity securities for the secadter of the fiscal year 2012:

Issuer Purchases of Equity Securities

() (d)
Total Number of |Maximum Number (or
€)) (b) Shares (or Units) | Approximate Dollar
Purchased as Part] Value) of Shares (or
Total Number of Average Price of Publicly Units) that May Yet
Shares (or Units) | Paid per Share (o] Announced Plans| Be Purchased Under
Purchased Unit) or Programs the Plans or Programs
Period (1)
[Month #1
August 29, 2011 to
September 25, 2011 484,806 $5.44 484,806 $6,179,000
[Month #2
September 26, 2011
ko October 23, 2011 341,513 $5.44 341,513 $4,321,000
[Month #3
October 24, 2011
ko November 27, 2011 53,741 $5.49 53,741 $4,026,000
TOTAL 880,060 $5.46 880,060 $4,026,000
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(1) The reported periods conform to the Compafigial calendar composed of thirteen weeks undewaek, 4 week and 5 week structure.

On July 14, 2010, the Company announced that tleedBaf Directors of the Company had approved thebéishment of a stock
repurchase plan which allows for the repurchaagdb $10 million of the Company’s Common StockeTCompany may repurchase its
Common Stock from time to time in open market pas#s or in privately negotiated transactions. tirhimg and actual number of shares
purchased is at the discretion of management o€tdrapany and will depend on a variety of factams|uding stock price, corporate and
regulatory requirements, market conditions, thatiet attractiveness of other capital deploymemtoofunities and other corporate
priorities. The stock repurchase program doeohlgate Landec to acquire any amount of its Comi@tmtk and the program may be
modified, suspended or terminated at any timeeathmpany’s discretion without prior notice.
Item 3. Defaults Upon Senior Securities

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

[Removed and Reserved.]
Item 5. Other Information

None.

ltem 6. Exhibits

Exhibit
Number Exhibit Title:

3.1 Amended and Restated Bylaws of Registrantypurated herein by reference to Exhibit 3.1 toRegistrant’s
Current Report on Form-K dated October 18, 201

31.1+ CEO Certification pursuant to secti302of the Sarban+-Oxley Act of 2002
31.2+ CFO Certification pursuant to secti302 of the Sarban«-Oxley Act of 2002
32.1+ CEO Certification pursuant to section 906 of theb@ae-Oxley Act of 2002
32.2+ CFO Certification pursuant to section 906 of theb&ne-Oxley Act of 2002
101.INS* XBRL Instance

101.SCH** XBRL Taxonomy Extension Schema

101.CAL** XBRL Taxonomy Extension Calculation

101.DEF** XBRL Taxonomy Extension Definition

101.LAB** XBRL Taxonomy Extension Labels

101.PRE** XBRL Taxonomy Extension Presentation

** XBRL Information is furnished and not filed or a partafegistration statement or prospectus for purgosksections 11 «

12 of the Securities Act of 1933, as amended,émdd not filed for purposes of section 18 of treufees Exchange
Act of 1934, as amended, and otherwise is not sutgdiability under these sectior

+  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 Office

Date: January 5, 2012
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Exhibit 31.1
CERTIFICATION

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

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

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

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

(a) designed such disclosomols and procedures, or caused such disclosunteats and procedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by others
within those entities, particularly during the metin which this quarterly report is being prepared

(b) designed such internaltoarover financial reporting, or caused such ing&rcontrol over financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) evaluated the effectivenetthe registrant's disclosure controls and pores and presented in this quarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this quarterly report based
on such evaluation, and

(d) disclosed in this quargedport any change in the registrantiternal control over financial reporting thatomed during th
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual rg@ploat has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

€) all significant deficiemsiand material weaknesses in the design or opermaitinternal control over financial reporting wh
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; and

(b) any fraud, whether or nwterial, that involves management or other emm@syeho have a significant role in the registre
internal control over financial reporting.

Date: January 5, 2012
[s] Gary T. Steele

Gary T. Steele
Chief Executive Officer




Exhibit 31.2
CERTIFICATION

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

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

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

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

(a) designed such disclosomols and procedures, or caused such disclosunteats and procedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by others
within those entities, particularly during the metin which this quarterly report is being prepared

(b) designed such internaltoarover financial reporting, or caused such ing&rcontrol over financial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles ;

(c) evaluated the effectivenetthe registrant's disclosure controls and pores and presented in this quarterly report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this quarterly report based
on such evaluation; and

(d) disclosed in this quargedport any change in the registrantiternal control over financial reporting thatomed during th
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual rg@ploat has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

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

€) all significant deficiemsiand material weaknesses in the design or opermaitinternal control over financial reporting wh
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information; and

(b) any fraud, whether or nwterial, that involves management or other emm@syeho have a significant role in the registre
internal control over financial reporting.

Date: January 5, 2012
/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 Landarbration (the “Company”) on Form 10-Q for theipdrending November 27,
2011 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), I, GarySteele, Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. § 1350, as adopted pursuant to § 906 ofaheaBes-Oxley Act of 2002, that:

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

Date: January 5, 2012

/sl Gary T. Steele

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

* The foregoing certification is being furnishedlely pursuant to Section 906 of the SarbanesyOXtt of 2002 (subsections
(a) and (b) of Section 1350, Chapter 63 of Title 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 Landarbration (the “Company”) on Form 10-Q for theipdrending November 27,
2011 as filed with the Securities and Exchange Csion 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, timafcial condition and result of operations of the
Company.

Date: January 5, 2012

By: /s/ Gregory S. Skinner

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

* The foregoing certification is being furnighsolely pursuant to Section 906 of the SarbandeyOXxct of 2002 (subsections
(&) 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.



