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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)
| ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended June 28, 2007
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 0-19681
JOHN B. SANFILIPPO & SON, INC.
(Exact Name of Registrant as Specified in its Glrart
Delaware 36-2419677
(State or Other Jurisdiction of Incorporation og@mization) (I.LR.S. Employer Identification Numbe

1703 North Randall Road
Elgin, lllinois 60123
(Address of Principal Executive Offices, Zip Code)

Registrant’s telephone number, including area c(g#€7) 289-1800

Securities registered pursuant to Section 12(b) difie Act: Common Stock, $.01 par value per share
(Title of Class)

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark whether the registimatwell-known seasoned issuer, as defined in Rofeof the Securities Act: Y& No
o}

Indicate by check mark if the registrant i$ remjuired to file reports pursuant to Section L$ection 15(d) of the Act: YES No M

Indicate by check mark whether the registréjthas filed all reports required to be filed®gction 13 or 15(d) of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”), dyitime preceding 12 months (or for such shorteopetiat the registrant was required to
file such reports), and (2) has been subject th §iling requirements for the past 90 days. Y&s No M

Indicate by check mark if disclosure of delieqt filers pursuant to Item 405 of Regulation $2R9.405 of this chapter) is not contained
herein, and will not be contained to the best gjiRteant’s knowledge, in definitive proxy or infoation statements incorporated by reference
in Part Ill of this Form 10-K or any amendmenth&tForm 10-Kv

Indicate by check mark whether the registimiatlarge accelerated filer, an accelerated files non-accelerated filer (as defined in
Exchange Act Rule 12b-2).

Large accelerated fildzl Accelerated fileM Non-accelerated fildzl
Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 offtkehange Act). YeEl No ™

The aggregate market value of the voting Com®imck held by non-affiliates was $96,628,708fd3acember 28, 2006 (7,992,449
shares at $12.09 per share).

As of September 11, 2007, 8,123,349 sharéseo€ompany’s Common Stock, $.01 par value (“Com&tarck”), including 117,900
treasury shares, and 2,597,426 shares of the Corspalass A Common Stock, $.01 par value (“ClasStAck”), were outstanding.

Documents Incorporated by Reference:

Portions of the Company’s definitive Proxy Stateirfenits Annual Meeting of Stockholders to be hBldvember 5, 2007 are incorporated
by reference into Part Il of this Repc
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PART |

Item 1 — Business
a. General Development of Business
(i) Background

John B. Sanfilippo & Son, Inc. (the “Company”) wiasorporated under the laws of the State of Delaviarl 979 as the successor by merger
to an lllinois corporation that was incorporated #59. As used throughout this annual report omFH0-K, unless the context otherwise
indicates, the term “Company” refers collectivedydohn B. Sanfilippo & Son, Inc., JBSS Properti¢<C and JBS International, Inc., a
previously wholly-owned subsidiary, that was dissdl in November, 2004. The Company’s fiscal yealsemn the final Thursday of June
each year, and typically consists of fifty-two wedfour thirteen week quarters). Fiscal 2005, havegontained fifty-three weeks, with the
fourth quarter containing fourteen weeks. Refersiarein to fiscal 2008 are to the fiscal year thifitend June 26, 2008. References herein
to fiscal 2007 are to the fiscal year ended Jun@@87. References herein to fiscal 2006 are tdiskal year ended June 29, 2006. Refere
herein to fiscal 2005 are to the fiscal year entlate 30, 2005. The Company’s Note Agreement an#t Baadit Facility are sometimes
collectively referred to “the Company’s primarydimcing facilities” and “the Company'’s financingargements”.

The Company is one of the leading processors amietess of tree nuts and peanuts in the UnitedeStdthese nuts are sold under a variety
of private labels and under the Comparfisher, Evon’s, Flavor Tree, Sunshine CourangdTexas Pridéorand names. The Company also
markets and distributes, and in most cases mamuéscor processes, a diverse product line of fembsaack items, including peanut butter,
candy and confections, natural snacks and traiemjisunflower seeds, corn snacks, sesame stickatlaemdsesame snack products.

The Company’s Internet website is accessible tth®ic athttp://www.jbssinc.conminformation about the Company, including the
Company'’s annual reports on Form 10-K, quartenhores on Form 10-Q, current reports on Form 8-K am#ndments to those reports are
made available free of charge through the Companyesnet website as soon as reasonably practiedtdesuch reports have been filed with
the United States Securities and Exchange Commigiie “SEC”). The Company’s materials filed witletSEC are also available on the
SEC'’s website atttp://www.sec.gov The public may read and copy any materials the@my files with the SEC at the SEC'’s public
reference room at 450 Fifth St., NW, Washington, ZD549. The public may obtain information aboutrference room by calling the SEC
at 1-800-SEC-0330.

The Company’s headquarters and executive office¢oaated at 1703 North Randall Road, Elgin, lisn@0123, and its telephone number
for investor relations is (847) 289-1800, exteni6d 2.

(i) Facility Consolidation Project

As previously disclosed, the Company is undertakirfigcility consolidation project as a means ofaging its production capacity and
enhancing the efficiency of its operations. As pdithe facility consolidation project, on April 18005, the Company closed on the

$48.0 million purchase of a site in Elgin, lllindthe “New Site”). The New Site includes both aficgf building and a warehouse. The
Company is leasing 41.5% of the office buildinglotxthe seller leased to third parties; howewanthier capital expenditures may be
necessary to lease the remaining space. The 658¢R@2e foot warehouse was expanded to slightly b@©0,000 square feet during fiscal
2006 and was modified to serve as the Company'gip@l processing and distribution facility and ®empany’s headquarters. The
Company transferred its primary Chicago area thistion facility from a leased location to the NeiteSn July 2006. Processing operations
began at the New Site in the second quarter ddilfd@07, with operations moving from the existingi€ago area locations, and new
equipment installed, beginning in the second quaiftéiscal 2007 and expected to continue throdghgecond quarter of fiscal 2008, with
exception of certain chocolate processing linestvinieed to remain in place through the second guaftiiscal 2008 in order to meet
seasonal volume requirements. The Company decidadcelerate the move, which was originally schedith be completed at the end of
calendar 2008, as the expected incremental co€dhgany will incur in connection with acceleratithg move is less than the cost of
operating at the Company’s other Chicago areaitiasilover the next six quarters. Total remaininaving costs
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of approximately $2.0 million are expected to beuimmed during fiscal 2008. The Company’s headquastes relocated to the New Site in
February 2007.

The facility consolidation project is anticipatedachieve two primary objectives. First, the coitiation is intended to generate cost savings
through the elimination of redundant costs, sucim@splant freight, and improvements in manufaciyiefficiencies. Second, the new facil

is expected to initially increase production capaby 25% to 40% and to provide substantially megeare footage than the aggregate space
now available in the Company’s existing Chicagadeeilities to support future growth in the Comparbusiness. The facility consolidation
project is expected to allow the Company to pursréain new business opportunities that were netipusly available due to the lack of
production capacity. The benefits of the facilipnsolidation project will not be fully realized @sk the Company’s sales volume improves in
the future. The Company is planning on taking ¢emaeasures to increase its operating performanum as eliminating production of
unprofitable items, which may initially decreaséesavolume and negatively impact the Company’sitgtitd benefit from the facility
consolidation project.

(i) Real Estate Transactions

In furtherance of its facility consolidation projethe Company sold its Chicago area facilitieduty 2006. One such Chicago area facility
(the Busse Road facility) was owned partially by @ompany and partially by a consolidated relatatlypartnership, a variable interest
entity. The related party partnership leased itsigno of the Busse Road facility to the Companye Portion of the Busse Road property that
the Company owned was sold to the related partyeeship in July 2006 and the related lease olitigatas terminated without penalty to
the Company. The related party partnership thesh th&l Busse Road property to a third party, whicleésing back the property to the
Company through December 2007 with a three to miaeth renewal option for the time period necessatyansition operations to the New
Site. The proceeds upon disposition of the propeytthe partnership totaled $9.6 million (with $2n@lion directly allocable to the
Companyewned portion of the property), resulting in then@many recognizing a gain of approximately $4.6iomll(net of $1.3 million bein
deferred and amortized as reductions in rentalresg@ever the lease term), with offsetting amoupfsieable to the partnership’s minority
interest of $4.6 million. As the Company was thienairy beneficiary of the partnership, upon constlimh of the partnership as a variable
interest entity the deficit, which includes losgegxcess of the minority interest, was absorbethbyCompany. Upon sale of the facility by
the partnership for a gain, the previously recoggiilbsses attributable to the minority interesambroximately $1.1 million were recoverec
the Company to the extent such losses were prdyiallecated to the Company operations in constilidieand reduced any gain allocable to
the partnership interest.

Also in July 2006, the Company sold its Arlingtorights and Arthur Avenue facilities for a combirg&d8 million in proceeds and is leasing
back the facilities from the purchaser. The ArlorgHeights facility is being leased back througlt&eaber 2008 with a three to nine month
renewal option. The Arthur Avenue facility is beilegised back through August 2008 with a threernie month renewal option. The gain on
these property sale transactions totaled $1.8onjllof which $1.2 million is being deferred and atized as reductions in rental expense over
the lease terms, which range from 17 to 29 momthsrder to sell the Arlington Heights facility,afCompany prepaid its existing mortgage
obligations of $1.7 million plus a $0.3 million maEyment fee.

In September 2006, the Company sold its Selma, STps@perties to two related party partnershipssfigt.3 million and is leasing them back.
The selling price was determined by an independpptaiser to be the fair market value which alswraximated the Company’s carrying
value. The lease for the Selma, Texas propertisahean-year term at a fair market value rent #ithe five-year renewal options. Also, the
Company has an option to purchase the properties fine partnerships after five years at 95% (100%eritain circumstances) of the then
market value, but not to be less than the $14.Bamipurchase price. The financing obligation isnigeaccounted for similar to the accounting
for a capital lease, whereby $14.3 million was rded as a debt obligation, as the provisions ofth@ngement are not eligible for sale-
leaseback accounting. No gain or loss was recavddte transaction. These partnerships were preyi@onsolidated as variable interest
entities. Based on reconsideration events in ting tuarter of 2006 and in the first quarter o€&52007, the Company determined the
partnerships were no longer subject to consolidaamvariable interest entities. These partnersinpso longer considered variable interest
entities subject to consolidation as the partnpsshad substantive equity at risk at the time ¢érémg into the Selma, Texas sale-leaseback
transaction.
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(iv) Credit Facilities

At the end of fiscal 2007 the Company was a pariy secured revolving bank credit facility (the rBaCredit Facility”). The Bank Credit
Facility provides for $100.0 million in secured bmwings and is comprised of (i) a working capiglalving loan which provides working
capital financing of up to $94.0 million in the aggate, and matures on July 25, 2009, and (ii).@ $fllion letter of credit maturing on

June 1, 2011 (the “IDB Letter of Credit”) to sectine industrial development bonds which financeddbnstruction of a peanut shelling plant
in 1987. The Bank Credit Facility also allows foramendment to increase the total amount of sedaordwings to $125.0 million at the
election of the Company, the agent under the fgalind one or more of the Lenders under the fgclBBbrrowings under the Bank Credit
Facility accrue interest at a rate determined pnsto a formula based on the agent bank’s refereate or the Eurodollar rate, as elected by
the Company. The level of the applicable interatt varies depending upon the Company'’s quarterdnt€ial performance, as measured by
the available borrowing base. The Bank Credit Rgiaitas amended on June 1, 2007 to increase tbeesttrate by .25%, waive all non-
compliance with restrictive financial covenantsopitio June 28, 2007 and require the Company toggngaonsultant to assist in financial
business planning.

The terms of the Bank Credit Facility include carta@strictive covenants that, among other thingguire the Company to maintain certain
specified financial ratios (if the borrowing basebelow a designated level), restrict certain itmesits, indebtedness and capital expenditures
and restrict certain cash dividends, redemptioreapftal stock and prepayment of certain indebtsslioé the Company. The Bank Credit
Facility lenders (the “Lenders”) are entitled toué&e immediate repayment of the Compangbligations under the Bank Credit Facility in
event the Company defaults on payments requiredrnihé Bank Credit Facility, non-compliance witle financial covenants, or upon the
occurrence of certain other defaults by the Comparder the Bank Credit Facility (including a defauider the Note Agreement, as defined
below).

In order to finance a portion of the Company’s ligcconsolidation project and to provide for ther@pany’s general working capital needs,
the Company received $65.0 million pursuant to é&eNRurchase Agreement (the “Note Agreement”) edter® on December 16, 2004 with
various Noteholders.

On June 1, 2007, the Note Agreement was amendednitang other things, increase the interest rate 8@®7% to 5.92% per annum, waive
all non-compliance with financial covenants priolJune 28, 2007, require the Company to pay arfiflibn amendment fee and require the
Company to engage a consultant to assist in fiahaad business planning.

The terms of the Note Agreement include certaitrigtive covenants that, among other things, regjithe Company to maintain certain
specified financial ratios, attain minimum quarngezhrnings before interest, taxes, depreciationaamaoltization (“EBITDA”) levels, restrict
certain investments, indebtedness and capital eXjpeas and restrict certain cash dividends, rediemg of capital stock and prepayment of
certain indebtedness of the Company. The notel®ldeder the Note Agreement (the “Noteholders”)earitled to require immediate
repayment of the Company’s obligations under theeM@reement in the event the Company defaultsayments required under the Note
Agreement, non-compliance with the financial coveaaor upon the occurrence of certain other defdy the Company under the Note
Agreement (including a default under the Bank QrEdtility).

The Company was not in compliance with certainrfgial covenants contained in the Bank Credit Rgcilnd Note Agreement as of the end
of the fourth quarter of fiscal 2007 and expectbd¢dn noneompliance with the same covenants in fiscal 2@pg&cifically, the Company wi
not in compliance with quarterly covenants for therth quarter of fiscal 2007 since the Companyrditiachieve the minimum adjusted
quarterly EBITDA requirement under the Note Agreamehich is a cross-default under the Bank CredilRy. Also, the Company was not
in compliance with the minimum monthly working cigpirequirement under the Bank Credit Facility &tate Agreement as of the end of
fiscal 2007. The Company received waivers fromLtbieders and Noteholders for current and anticipatedcompliance with the EBITDA
covenant in the Note Agreement and working capit&@enants in the Bank Credit Facility and Note Agnent through and including the first
quarter of fiscal 2008. As a result of any futuuerent non-compliance by the Company, the LendedsNoteholders may demand immediate
payment for all amounts outstanding pursuant tBiduek Credit Facility and Note Agreement, respeadyivand in certain circumstances the
Company could be required to prepay outstanding loi@lances as required by such agreements andttrereditor Agreement. The
Company has engaged a third party to actively egdioancing alternatives for the Company. The Canypbelieves it would be able to
secure




Table of Contents

alternative financing to replace the Bank Creditilig and Note Agreement on terms acceptable éoGbmpany, although there can be no
assurances that such alternative financing coulnbbened.

On August 6, 2007, the Company notified the Notéad and the Lenders that it was not in compliavite financial covenants as of and for
the quarter ended June 28, 2007. As such, a Shaerigd, as defined in the Intercreditor Agreensnbng the Company, Noteholders and
Lenders (the “Intercreditor Agreement”), commenoadAugust 6, 2007 and was not waived by the preshomentioned waivers through the
first quarter of fiscal 2008. Per the terms of lthtercreditor Agreement, new advances by the Lendering the Sharing Period are to be
repaid from cash collateral receipts prior to @t@mpayments to the Lenders and the Noteholdeesisting debt outstanding at the
commencement of the Sharing Period. As such, caltdteral receipts will continue to be applied bg Collateral Agent, as defined in the
Intercreditor Agreement, to the amount outstandinder the Bank Credit Facility provided that thelagation does not reduce the balance to
an amount less than $65.3 million. To the exteat the application of cash collateral receipts wWaeduce the balance outstanding under the
Bank Credit Facility to an amount less than $65iian, those receipts will not be applied and vii# held in the cash collateral account by
the Collateral Agent, who is then required to mpkerata payments to the Lenders and the Notelohtdeast once every 20 days. Abser
agreement ending the Sharing Period, any cashellaheld by the Collateral Agent per the foregaan the open of business currently on
September 14, 2007 will be used to make pro ratempats to the Lenders and the Noteholders.

Sustained losses by the Company, the inabilitgteive waivers from the Lenders and Noteholdersmegotiate acceptable terms with the
Lenders and Noteholders, the inability to secuteraditive financing for amounts due pursuant toNb&e Agreement and/or Bank Credit
Facility, and/or continued non-compliance with toenants or warranties in the Company’s Bank Creatility and Note Agreement would
have a material adverse effect on the Company&niiral position, results of operations and cash.flo addition, the occurrence of such
events would adversely affect the Company’s abitpursue its business plans, objectives andntirage as a going concern. Presently,
there is substantial doubt with respect to the Camyis ability to continue as a going concern. Roogerview of management’s plans to
continue as a going concern see Part I, Item ™anagement’s Discussion and Analysis of Finan€ahdition and Results of Operations
— Plans to Continue as a Going Concern.”

b. Segment Reporting

The Company operates in a single reportable operaggment that consists of selling various nutipects procured and processed in a
vertically integrated manner through multiple disttion channels.

c. Narrative Description of Business
(i) General

As stated above, the Company is one of the leguliogessors and marketers of tree nuts and peantits United States. Through a
deliberate strategy of capital expenditures andptementary acquisitions, the Company has builtréicadly integrated nut processing
operation that enables it to control almost evéep ®f the process for most nut types, includinecprement from growers, shelling,
processing, packing and marketing. Vertical intdgreallows the Company to enhance product quality to capture additional processing
margins. In the past, the Company’s vertically gnéded business model has worked to its advantégécal integration, however, can under
certain circumstances result in poor earnings ssde. See Item 1A — “Risk Factors.”

Products are sold through the major distributioarctels to significant buyers of nuts, includingdaetailers, industrial users for food
manufacturing, food service companies and inteonaticustomers. Selling through a wide array afridhistion channels allows the Company
to generate multiple revenue opportunities forrthts it processes. For example, whole cashews @musibld to food retailers and cashew
pieces could be sold to industrial users. The Campaocesses and sells all major nut types consumiing United States, including peani
pecans, cashews, walnuts and almonds in a widetyari package styles, whereas most of the Compargrpetitors focus either on fewer
nut types or narrower varieties of packaging oggtidrhe Company processes all major nut types,dfiesng its customers a complete nut
product offering.
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(i) Principal Products
(A) Raw and Processed Nuts

The Company’s principal products are raw and preegsiuts. These products accounted for approxiyn@2eP%, 92.7% and 91.2% of the
Company’s gross sales for fiscal 2007, fiscal 2806 fiscal 2005, respectively. The nut product lmdudes peanuts, almonds, Brazil nuts,
pecans, pistachios, filberts, cashews, English wtg)black walnuts, pine nuts and macadamia nies.Jompany’s nut products are sold in
numerous package styles and sizes, from poly-dediop packages, composite cans, vacuum packeglassic jars and glass jars for retail
sales, to large cases and sacks for bulk salesitstrial, food service and government customaradtition, the Company offers its nut
products in a variety of different styles and seasgs, including natural (with skins), blanchedtfwiut skins), oil roasted, dry roasted,
unsalted, honey roasted, butter toffee, pralinecimtamon toasted. The Company sells its produmtsedtically to retailers and wholesalers
as well as to industrial, food service and govemmneceistomers. The Company also sells certain giréglucts to foreign customers in the
retail, food service and industrial markets.

The Company acquires a substantial portion ofénpt, pecan and walnut requirements directly flomestic growers. The balance of the
Company’s raw nut supply is purchased from impsrteraders and domestic processors. In fiscal 20@7najority of the Company’s
peanuts, pecans and walnuts were shelled at th@&uyis four shelling facilities, and the remainipgrtion was purchased shelled from
processors. See “Raw Materials and Supplies” amd 2B— “Properties — Manufacturing Capability, Utilizatiohechnology and
Engineering” below.

(B) Peanut Butter

The Company manufactures and markets peanut liniseveral sizes and varieties, including creamynchy and natural. Peanut butter
accounted for approximately 2.9%, 2.6% and 3.6¥h@fCompany’s gross sales for fiscal 2007, fis€8l&2and fiscal 2005, respectively.

(C) Other Products

The Company also markets and distributes, and myroases processes and manufactures, a wide assbufrother food and snack

products. These products accounted for approximdtébs, 4.7% and 5.2% of the Company’s gross satefiscal 2007, fiscal 2006 and

fiscal 2005, respectively. These other producthighe: candy and confections, natural snacks, imaées and chocolate and yogurt coated
products sold to retailers and wholesalers; bakiggedients sold to retailers, wholesalers, indakénd food service customers; bulk food
products sold to retail and food service customemsassortment of corn snacks, sunflower seedsk snixes, sesame sticks and other sesame
snack products sold to retail supermarkets, vendamgpanies, mass merchandisers and industrialroesso and a wide variety of toppings

for ice cream and yogurt sold to food service cushcs.

(iii) Customers

The Company sells products to approximately 2,18@amers, including approximately 100 internaticaadounts. Retailers of the
Company’s products include grocery chains, massagdisers, drug store chains, convenience stacemambership clubs. Sales to Wal-
Mart Stores, Inc. accounted for approximately 20986 and 18% of the Company’s net sales for fis6@l72fiscal 2006 and fiscal 2005,
respectively. Wholesale distributors purchase petsifrom the Company for resale to regional regeskcery chains and convenience stores.
The Company’s industrial customers include bakeigescream and candy manufacturers and otherdaddsnack processors. Food service
customers include hospitals, schools, universitigines, retail and wholesale restaurant buse®asd national food service franchises. In
addition, the Company packages and distributesymtsdnanufactured or processed by others.

(iv) Sales and Distribution

The Company markets its products through its oviessdepartment and through a network of approxilydi®0 independent brokers and
various independent distributors and suppliers.

The Company distributes its products from its 8is) Georgia, California, North Carolina and Tegasduction
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facilities and from public warehouse and distribatfacilities located in various other states. Wagority of the Company’s products are
shipped from the Company’s production, warehouskdigtribution facilities by contract and commonrags.

The Company distributes its products to approxitgeB80 convenience stores, supermarkets and osheil customer locations through its
store-door delivery system. Under this systemQbmpany uses its own fleet of step-vans to mankeétdistribute nuts, snacks and candy
directly to retail customers on a store-by-storsididPresently, the store-door delivery systemistsief six route salespeople covering routes
located in lllinois and other Midwestern statesstbd¢t and regional route managers, as well as sald marketing personnel operating out of
the Company’s corporate offices, are responsibiienfonitoring and managing the route salespeople.

In the Chicago area, the Company operates outlssstt two of its production facilities and atethother retail stores. These stores sell bulk
foods and other products produced by the Compadybgrother vendors.

(v) Marketing

Marketing strategies are developed by distributibannel. Private label and branded consumer effioet$ocused on building brand
awareness, attracting new customers and increasimgumption in the snack and baking nut categdnelsistrial and food service efforts are
focused on trade-oriented marketing.

The Company’s consumer promotional campaigns irch&lvspaper and radio advertisements, coupon @ffet€o-op advertising with
select retail customers. The Company also condurcistegrated marketing campaign using multiple imedtlets for the promotion of the
Fisher brand, including sports marketing. The Comypeiso designs and manufactures point of purctisgdays and bulk food dispensers for
use by several of its retail customers. Additionadhipper display units are utilized in retailre®in an effort to gain additional temporary
product placement and to drive sales volume.

Industrial and food service trade promotion inckidéending regional and national trade showsetpatblication advertising and one-on-one
marketing. These promotional efforts highlight @@mpany’s processing capabilities, broad produdifgl®m, product customization and
packaging innovation. Additionally, the Company katablished a number of co-branding relationshigis industrial customers.

Through participation in several trade associatifursding of industry research and sponsorshipdatational programs, the Company
supports efforts to increase awareness of thethbatiefits, convenience and versatility of nutbath a snack and a recipe ingredient among
existing and next generation consumers of nuts.

(vi) Competition

The Company'’s nuts and other snack food produetgete against products manufactured and sold byeraus other companies in the
shack food industry, some of whom are substantiatlyer and have greater resources than the Compathe nut industry, the Company
competes with, among others, Planters, Ralcorpikgdd Inc., Diamond Foods, Inc. and numerous regisnack food processors.
Competitive factors in the Compasyarkets include price, product quality, custoserice, breadth of product line, brand name aves®
method of distribution and sales promotion. Sem It — “Risk Factors” below.

(vii) Raw Materials and Supplies

The Company purchases nuts from domestic and fossigrees. In fiscal 2007, all of the Company’snwigg and almonds were purchased
from domestic sources. The great majority of peamre also purchased from domestic sources. Thg&@uy purchases its pecans from the
southern United States and Mexico. Cashew nutsrgrerted from India, Africa, Brazil and Southeasti@ For fiscal 2007, approximately
31% of the Company’s nut purchases were from forsimurces.

Competition in the nut shelling industry is drivieyi shellers’ability to access and purchase raw nuts, to shelhtits efficiently and to sell tl
nuts to processors. The Company shells all majoreditic nut types, with the exception of
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almonds, and is among a select few shellers whbduprocess, package and sell nuts to the endfRaer material pricing pressure, the
inability of some shellers to extend credit to naaterial suppliers and the high cost of equipmetdraation have contributed to a
consolidation among shellers across all nut typsgecially peanuts and pecans

The Company is vertically integrated and, unlileenitajor retail competitors, who purchase nuts erofen market, the Company purchases
nuts directly from growers. For fiscal 2006 and fingt half of fiscal 2007, the Company’s resulfoperations were severely impacted by a
decline in the market price for almonds after anggimto fixed price purchase contracts. Consedyetiite Company experienced negative
margins on its almond sales. In order to help demaéhe Company’s exposure to the effects of algesecurrence of a declining almond
market in fiscal 2007, the Company changed its owetf purchasing almonds in fiscal 2007. To therkpracticable, the procurement
occurred as industrial sales contracts were entatedthus helping to reduce the Company’'s exposoithe effects of changing market
prices. In November 2006, the Company announcedtthél no longer purchase almonds directly frgmowers and discontinued its almond
handling operation at its Gustine, California faigitluring the first quarter of calendar 2007 wltlee processing of current crop year almonds
purchased directly from growers was completed. Company discontinued its almond handling operaitioorder to reduce commodity risk
and to eliminate the significant labor costs assed with processing almonds that could not bewereal completely when the almonds are
sold. Furthermore, the risks associated with vartittegration that contributed to the Compangégative margins for almond sales also €
to varying degrees, for other nut types that then@any shells. Accordingly, since the Company igdieally integrated sheller, processor
and seller of nuts and nut products, the effectshahging market prices can never be eliminated.

The Company sponsors a seed exchange programwhir it provides peanut seed to growers in refarra commitment to repay the
dollar value of that seed, plus interest, in thenfof farmer stock inshell peanuts at harvest. Agjmnately 54% of the farmer stock peanuts
purchased by the Company in fiscal 2007 were grivam seed provided by the Company. The Companyaistracts for the growing of a
limited number of generations of peanut seedsdease seed quality and maintain desired genedi@cteristics of the peanut seed used in
processing.

The availability and cost of raw materials for ffreduction of the Company’s products, includingmeéa, pecans, walnuts, almonds, other
nuts, roasting oil, sugar, dried fruit, seeds, oat@nd chocolate, are subject to crop size and fliectuations caused by factors beyond the
Company’s control, such as weather conditions dadt gliseases. These fluctuations can adverselgdhthe Company’s profitability.
Additionally, the supply of edible nuts and othawrmaterials used in the Company’s products coelteduced upon a determination by the
USDA or any other government agency that certagtigides, herbicides or other chemicals used bwegrs have left harmful residues on
portions of the crop or that the crop has beenaroimtated by aflatoxin or other agents.

Due, in part, to the seasonal nature of the ingluie Company maintains significant inventoriepeénuts, pecans and walnuts at certain
times of the year, especially in the second and tpiarters of the Company’s fiscal year. Fluctuadiin the market price of peanuts, pecans,
walnuts and other nuts may affect the value ofGbepany’s inventory and thus the Company’s groefitmand gross profit margin. See
“Introduction”, “Fiscal 2007 Compared to Fiscal B08- Gross Profit” and “Fiscal 2006 Compared to &005 — Gross Profit” under Part
I, Item 7 — “Management’s Discussion and Analysig-inancial Condition and Results of Operations”.

The Company purchases other inventory items, ssichasting oils, seasonings, plastic jars, lalmeisiposite cans and other packaging
materials, from related parties and third parties.

(viii) Trademarks and Patents

The Company markets its products primarily undéergte labels and thisher, Evon’s, Sunshine Country, Flavor Teael Texas Pride
brand names, which are registered as trademarksthatU.S. Patent and Trademark Office as welhagrious other jurisdictions. The
Company also owns several patents of various duratiThe Company expects to continue to renewhtofdreseeable future those
trademarks that are important to the Company’snassi.

(ix) Employees
As of June 28, 2007, the Company had approximdt@&@0 active employees, including approximately ¢8fporate
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staff employees. The Company’s labor requiremeieally peak during the last quarter of the calmngkar, at which time temporary labor
is generally used to supplement the full-time wianice.

(x) Seasonality

The Company’s business is seasonal. Demand foupaad other nut products is highest during the tnoof October, November and
December. Peanuts, pecans, walnuts and almondSptheany’s principal raw materials, are primarityghased between August and
February and are processed throughout the yedrthmtiollowing harvest. As a result of this seaddp, the Company’s personnel
requirements rise during the last four months efdalendar year. Prior to the construction of tleevI$ite, this seasonality impacted capacity
utilization at the Company’s Chicago area faciitias these facilities routinely operated at fappacity during the last four months of the
calendar year. The Company’s working capital rezunts generally peak during the third quartehef@ompany’s fiscal year. See Item 8
— “Financial Statements and Supplementary Data"Rend II, Item 7 — “Management’s Discussion and Asi of Financial Condition and
Results of Operations — Introduction”.

(xi) Backlog

Because the time between order and shipment idlyisess than three weeks, the Company believeshieklog as of a particular date is not
indicative of annual sales.

(xii) Operating Hazards and Uninsured Risks

The sale of food products for human consumptioolives the risk of injury to consumers as a resufiroduct contamination or spoilage,
including the presence of foreign objects, insestibstances, chemicals, aflatoxin and other agentssidues introduced during the growing,
storage, handling or transportation phases. Althahg Company (i) maintains rigid quality contrtdredards, (ii) inspects its products by
visual examination, metal detectors or electronimitors at various stages of its shelling and pssitey operations for all of its nut and other
food products, (iii) permits the USDA to inspedtlats of peanuts shipped to and from the Compapganut shelling facilities, and

(iv) complies with the Nutrition Labeling and Eddca Act by labeling each product that it sellsiwliabels that disclose the nutritional value
and content of each of the Company’s products,ssarance can be given that some nut or other fomtlpts sold by the Company may not
contain or develop harmful substances. The Compamegntly maintains product liability insurance&if million per occurrence and umbre
coverage of up to $50 million.

The Company moved its primary raw material stoffagéity to the New Site during the fiscal 2007.€Tbooling system at the New Site
utilizes ammonia. If a leak in the system weredous, there is a possibility all of the Companyiséntory could be destroyed. At this time,
the Company’s insurance policy would not reimburseCompany for such a loss. The Company is cuyremtluating the risk of an
ammonia leak and the cost of additional insurance.

Item 1A — Risk Factors

The Company faces a number of significant riskswamzkrtainties in connection with its operationse Tompany’s business, results of
operations and financial condition could be matgredversely affected by the factors describeaWweMhile each risk is described
separately, some of these risks are interrelatddtas possible that certain risks could triggez aipplicability of other risks described below.
Also, the risks and uncertainties described belmwnat the only ones that the Company faces. Aatthli risks and uncertainties not presently
known to the Company, or that are currently deemmerdaterial, could also potentially impair the Compa business, results of operations
and financial condition.

Sustained Losses Would Have a Material Adverse Efffen the Compar’s Ability to Continue as a Going Concern

In fiscal 2007 and fiscal 2006, the Company inatiwperating losses of $11.3 million and $18.3 wiil|lirespectively. If the Company
continues to experience operating losses due tongrather things, losses on various nut types ascidmonds and declining sales, such
losses would have a material adverse effect o€tmepany and its financial condition. For examphe, terms of the Note Agreement, as
amended, include certain restrictive covenants #mabng other things, require the Company to attammum quarterly adjusted EBITDA
levels of $8.0 million for each of the
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four quarters of fiscal 2008, although the expeata-compliance with the EBITDA covenant in the &léigreement and working capital
covenants in the Bank Credit Facility and Note Asgnent have been waived for the first quarter afai2008. The Company did not comply
with the minimum quarterly EBITDA requirement fdret fourth quarter of fiscal 2007, and is uncerterio whether it will be able to comply
with the covenant in the future. Also, the Compamas not in compliance with the minimum working ¢apiequirement under the Note
Agreement and Bank Credit Facility as of June 28,72 Although the Company has received waiversiéor-compliance and expected non-
compliance with the EBITDA covenant in the Note &gment and working capital covenants in the Baddi€Facility and Note Agreement
through the first quarter of fiscal 2008, if ther@many continues to experience net operating lossesng other things, the Company will not
be able to fulfill its obligations pursuant to tNete Agreement and the Bank Credit Facility, whiabuld have a material adverse effect or
Company and affect the Company’s ability to corgias a going concern. Although management has faentinue as a going concern,
there can be no assurance that such plans willllyeifnplemented and effective.

The Company’s Current Financing Arrangements, anlde Classification of the Company’s Debts, May Haa#aterially Adverse Effect
on the Company

The Company has incurred significant losses througfiscal 2007 and fiscal 2006. The extent ofltsses and uncertainties related to
meeting financial covenants in the Company’s finag@rrangements raises substantial doubt as tthehhthe Company will be able to
continue as a going concern for a period of att leealve months.

In particular, payment obligations related to trerpany’s indebtedness may limit its ability to mgéefunding needs for operations and
interest expenses, to refinance existing debtvest in its businesses, support customer growtht@respond quickly to economic
downturns or industry changes either through irstlecash generation or access to capital from ceidébt and/or equity issuances.
Consequently, the Company’s debt level could hanmterial adverse effect on the marketability, pand future value of the Company’s
equity securities, and may limit the Company’sigptb continue as a going concern.

The Company was not in compliance with certain [@ons of the Note Agreement and the Bank Crediflifaas of June 28, 2007 and the
Company is uncertain whether it will be able to piyrwith the covenants and warranties in the CongfsaNote Agreement and Bank Credit
Facility, such as the EBITDA covenant containe@sriNote Agreement and the minimum working cagitalenant in its Note Agreement ¢
Bank Credit Facility, in the future. The Companys maceived waivers from the Noteholders and Lenfigrsurrent and anticipated non-
compliance with the EBITDA covenant in the Note égment and working capital covenants in the Bam@d€Facility and Note Agreement
through the first quarter of fiscal 2008 and wihntinue to seek waivers from the Lenders and Natehs if defaults in the future occur;
however, there can be no assurance that waiverbavieceived or that such waivers will be on comuiadly reasonable terms that are not
adverse to the Company. Sustained losses by theg&ogmthe inability to receive waivers from the Hers and Noteholders or renegotiate
acceptable terms with the Lenders and Noteholtieisecure alternative financing for amounts duesyamt to the Note Agreement and Bank
Credit Facility, and/or future non-compliance wikle covenants or warranties in the Company’s BaidiCFacility and Note Agreement
would have a material adverse effect on the Compdimancial position, results of operations andltflows and raises substantial doubt
with respect to the Company’s ability to contingeaagoing concern. Due to the Company’s finan@abdion and debt obligations, there can
be no assurance that the Company will be ablerniergée or have access to sufficient cash to meebitgations. For example, the Company’
Bank Credit Facility is one of the Company'’s prjpati sources of operating funds. There can be noasse that the conditions to the
availability of borrowings under the Bank CreditcHily will be satisfied in the future if, amongtar things, the Company continues to
sustain losses. If such conditions are not satisflee Company will not be able to rely on the B&mkdit Facility for operating funds, which
may materially and adversely impact the Companlikta to pursue the Company’s business plans djdatives and continue as a going
concern.

Material Weaknesses in the Compé’s Internal Controls

The Company’s Chief Executive Officer (“CEQ”) andli€f Financial Officer (“CFO”) have concluded thiae Companys disclosure contro
and procedures (as defined in Rule 13a-15(e) orlBgd) under the Securities Exchange Act of 1984 (Exchange Act”)vere not effectivi
as a result of a material weakness identified @nGlompany’s internal control over financial repagtas of June 28, 2007. A material
weakness is a control deficiency, or combinatiodeffciencies, that results in a reasonable pdigithat a material misstatement of the
Company'’s annual or interim financial statementé ndgt be prevented or detected on a timely ba3%ie. Company did not maintain effective
controls to ensure the completeness and accurdayaoicial forecast information communicated witktie
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organization on a timely basis. See Part Il, Iteki'@ontrols and Procedure$dr more detailed information concerning this mateveaknes
and the remediation plan for such weaknesses.

The Company is taking steps to address the idedtifiaterial weakness; however, there is no guardhte these remediation steps will be
sufficient to remediate the identified material We@ss and control deficiencies or to prevent aoioé#i material weaknesses or control
deficiencies. In addition, the costs of remediatingh deficiencies in the Company’s internal cdatmay adversely affect the Company’s
financial condition and results of operationshié Company is unable to substantially improve then@any’s internal controls with respect to
the identified material weakness, the Company’8tglio report its financial results and relatedaosures on a timely and accurate basis will
be adversely affected. If the Company’s finandiatesments and related disclosures are not accimatstors may not have a complete
understanding of the Company’s operations and tiragany’s ability to prevent fraud may be impairdédhe Company's financial
statements are not timely and accurate, the Compaurig be delisted from NASDAQ and the Company ddé subject to sanctions or
investigation by regulatory authorities such asSkeurities and Exchange Commission. If any ofd@lents occur, it could have a material
adverse affect on the Company’s business, finacoiadlition or results of operations, and could@ffae Company’s ability to continue as a
going concern.

Availability of Raw Materials and Market Price Fluaations

The availability and cost of raw materials for gfreduction of the Compang’products, including peanuts, pecans, almondsyutsahnd othe
nuts are subject to crop size and yield fluctuatioaused by factors beyond the Company’s contioh as weather conditions, plant diseases
and changes in government programs. Additiondily,supply of edible nuts and other raw materia¢sius the Company’s products could be
reduced upon any determination by the United Staggsartment of Agriculture (“USDA”") or other govenent agencies that certain
pesticides, herbicides or other chemicals usedtwrers have left harmful residues on portions ef¢rop or that the crop has been
contaminated by aflatoxin or other agents. The Gamgpurchases some of its nut supply directly fgsowers using fixed price contracts,
some of which are entered into before harvest. Atingly, there is a possibility that after the Camny enters into the fixed price contracts
market conditions may change, and the Companybwifiorced to sell the nuts at a loss. In additiba,Company is not able to hedge against
changes in commodity prices because no market snaxists, and thus, shortages in the supply @irzereases in the prices of nuts and
other raw materials used by the Company in its petsi(to the extent that cost increases cannoabgeag on to customers) could have an
adverse impact on the Company’s profitability. Egample, the Company’s costs to acquire raw peamatexpected to increase a minimum
of 25% for fiscal 2008. The Company is currentlgarain as to whether it will be able to fully passthis increase to its customers.
Furthermore, fluctuations in the market prices wtrmay affect the value of the Company’s invee®and profitability. The Company has
significant inventories of nuts that would be adedy affected by any decrease in the market pfiseich raw materials. See Part Il, Item 7 —
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Introduction”

Fixed Price Commitments

The great majority of the Company’s industrial sateastomers, and certain other customers, requer€bmpany to enter into fixed price
commitments with them. Such commitments represemppdoximately 24% of the Company’s annual netssiadiscal 2007. In many cases,
the fixed price commitments are entered into dfterCompany’s cost to acquire the nut productssszog to satisfy the fixed price
commitments are substantially fixed. The commitraent for a fixed period of time, typically one gdaut may be extended if remaining
balances exist. The Company expects to contineatter into fixed price commitments with respectéstain of its nut products after fixing
acquisition cost in order to maintain customertrefeships or when, in management’s judgment, masketop harvest conditions so warrant.
To the extent the Company does so, however, tlvese rice commitments may result in reduced gpwsfit margins that have a material
adverse effect on the Company’s results of oparatibor example, the Company’s results of operatiwere adversely affected during fiscal
2006 due to losses on fixed price almond contrddts.market prices for almonds declined signifibaafter the Company entered into fixed
price purchase contracts, but before fixed pridesseontracts with customers were entered intordier to retain customers and remain
competitive, the Company felt it was imperativesédl the almonds at a loss. In order to help deserélae Company’s exposure to the effects
of a possible recurrence of a declining almond mtirk fiscal 2007, the Company changed its metHq@uchasing almonds by discontinui

its almond handling operation conducted at its BastCalifornia facility during the first quartef calendar 2007. Although the Company has
modified its method for procuring almonds and witl longer process almonds purchased directly frowers, the risks associated with
almond purchases and sales will not be totallyieed. Furthermore, the risks associated withicadrintegration that contributed to the
Company'’s negative margins for almond sales al#si,ér varying degrees, for other nut types that€ompany shells. Accordingly, since
the Company is a vertically integrated shellercpssor and seller of nuts and nut products, tleetsfof changing market prices can never be
eliminated.
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Competitive Environment

The Company operates in a highly competitive emwitent. The Company’s principal products competéagéood and snack products
manufactured and sold by numerous regional andmatcompanies, some of which are substantiallyelaand have greater resources than
the Company, such as Planters and Ralcorp HoldingsThe Company retail competitors buy their nuts on the openketaand are thus n
exposed to the risks of purchasing raw materialx@dl prices that later, due to altered marketditions prove to be above market prices.
Company also competes with other shellers in thastrial market and with regional processors inrétail and wholesale markets. In orde
maintain or increase its market share, the Compaust continue to price its products competitiveljch may lower revenue per unit and
cause declines in gross margin, if the Companyable to increase unit volumes as well as redsogoists.

Dependence Upon Custome

The Company is dependent on a few significant coste for a large portion of its total sales, pafddy in the consumer channel. Sales to
the Company'’s five largest customers representptbapnately 40%, 38% and 38% of gross sales irafi2007, fiscal 2006 and fiscal 2005,
respectively. Wal-Mart alone accounted for appraatily 20%, 19% and 18% of the Company’s net salefdcal 2007, fiscal 2006 and
fiscal 2005, respectively. The loss of one of tlenPany’s largest customers, or a material decriegserchases by one or more of its largest
customers, would result in decreased sales andsalyémpact the Company’s income and cash flow.

Pricing Pressure:

As the retail grocery trade continues to consodidatd the Company’s retail customers grow largdrteatome more sophisticated, the
Company’s retail customers are demanding loweingiand increased promotional programs. Furthesedtcustomers may begin to place a
greater emphasis on the lowest-cost supplier inmggburchasing decisions, particularly if buyinghiaiques such as reverse internet auctions
increase in popularity. An increased focus on threelst-cost supplier could reduce the benefits nfesof the Company’s competitive
advantages. The Company’s sales volume growth cuffdr, and it may become necessary to lower tha@any’s prices and increase
promotional support of the Company’s products, aiwwhich would adversely affect its gross profitlagross profit margin.

Food Safety and Product Contamination

The Company could be adversely affected if consarimethe Company'’s principal markets lose confideimcthe safety of nut products,
particularly with respect to peanut and tree nigtrgies. Individuals with nut allergies may beiakof serious illness or death resulting from
the consumption of the Company’s nut products uigiclg consumption of other companies’ products aiaimg the Company’s products as
an ingredient. Notwithstanding existing food safetytrols, the Company processes peanuts anduts®n the same equipment, and there is
no guarantee that the Company’s products will motimss-contaminated. Concerns generated by rdglesamut and tree nut cross-
contamination and other food safety matters magodisage consumers from buying the Compamybducts, because production and deli
disruptions, or result in product recalls. In aabdif the cooling system at the Elgin, lllinois fiitgi utilizes ammonia. If a leak in the system
were to occur, there is a possibility that the Canyjs inventory in cold storage at the Elgin, Wlis facility could be destroyed. At this time,
the Company’s insurance policy would not reimbure=Company for such a loss. The Company is cuyremtluating the risk of an

ammonia leak and the cost of additional insurance.

Product Liability and Product Recall

The Company faces risks associated with produgilitiaclaims and product recalls in the eventfaed safety and quality control procedures
fail and its products cause injury or become adafiézl or misbranded. In addition, the Company amé¢gontrol the labeling of other
companies’ products containing the Company’s prtslas an ingredient. A product recall of a suffitiguantity, or a significant product
liability judgment against the Company, could catleeCompanys products to be unavailable for a period of timé eould result in a loss
consumer confidence in the Company’s food produdisse kinds of events, were they to occur, woakkra material adverse effect on
demand for the Company’s products and, conseqyeéhdyCompany’s income and liquidity.
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Retention of Key Personnt

The Company'’s future success will be largely depehdn the personal efforts of its senior operativammagement team, including Jeffrey T.
Sanfilippo, the Company’s Chief Executive Officklichael J. Valentine, the Company’s Chief Finan€éficer and Group President, James
A. Valentine, the Company’s Chief Information Officand Jasper B. Sanfilippo, Jr., the Company’&fBperating Officer and President,
who have assumed management of the day-to-daytapecd the Company’s business over the past tvays/dn addition, the Company'’s
success depends on the talents of Everardo Sei@rS/ice President Pecan Operations and ProcureMélter R. Tankersley, Jr., Senior
Vice President Industrial Sales, Charles M. Nigke®enior Vice President of Manufacturing and Maha. Cannon, Senior Vice Presiden
Corporate Operations. The Company believes thagxpertise and knowledge of these individuals @ittdustry, and in their respective
fields, is a critical factor to the Company’s contéd growth and success. The Company has not dnigoean employment agreement with
any of these individuals, nor does the Company hkayeofficer insurance coverage policies in effa@tte loss of the services of any of these
individuals could have a material adverse effecttenCompany’s business and prospects if the Coynware unable to identify a suitable
candidate to replace any such individual. The Comisasuccess is also dependent upon its abiligttract and retain additional qualified
marketing, technical and other personnel, and tbanebe no assurance that the Company will betalde so.

Risks and Uncertainties Regarding Facility Consaddition Project

The facility consolidation project may not resultsignificant cost savings or increases in efficigror allow the Company to increase its
production capabilities to meet any future incredeecustomer demand. Moreover, the Company’s éapiens with respect to the financial
impact of the facility consolidation project aresbd on numerous estimates and assumptions, atiyobmdnich may differ from actual
results. Such differences could substantially redhe anticipated benefit of the project.

More specifically, the following risks, among oteemay limit the financial benefits of the facilitpnsolidation project:

. the facility consolidation project is likely t@ahe a negative impact on the Company’s earningsgltine construction period and the
time during which operations are transitioned ® Kew Site

. the facility consolidation project may not elimiaas many redundant processes as the Company tyesgitipates

. sales volume may continue to decrease, in paguse of the Company’s voluntary elimination of 4puafitable products, and the
Company may not realize any future overall increasalemand for its products necessary to justif§ittonal production capacity
created by the facility consolidatio

. the Company may have problems or unexpected aostarisferring equipment or obtaining new equipm

. the Company may not be able to transfer prodandtimm its existing facilities to the new facilityithout a significant interruption in
its business

. the Company may be unable to obtain amendmentsiwers for any future non-compliance with regivie financial covenants
under its credit facilities

. the Company may not receive the anticipated remt¢aime for the unused portion of the New Site;
. the Company may not be able to recover its investiimethe Original Site

If, for any reason, the Company were to realize than the expected benefits from the facility otidation project, its future income stream,
cash flows and debt levels could be materially asklg affected. In addition, the facility consoliide project is a long-term project and
unanticipated risks may develop as the projecteeds.
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Government Regulation

The Company is subject to extensive regulatiorhieynited States Food and Drug Administration,Uhéed States Department of
Agriculture, the United States Environmental ProtecAgency and other state and local authoritiggiiisdictions where its products are
manufactured, processed or sold. Among other ththgse regulations govern the manufacturing, it@pion, processing, packaging, stor¢
distribution and labeling of the Company’s produdise Company’s manufacturing and processing fasliand products are subject to
periodic compliance inspections by federal, statklacal authorities. The Company is also subje&rtvironmental regulations governing
discharge of air emissions, water and food waste the generation, handling, storage, transportatieatment and disposal of waste
materials. Amendments to existing statutes andlaéigns, adoption of new statutes and regulationtseased production at the Company’s
existing facilities as well as its expansion inewnoperations and jurisdictions, may require thenany to obtain additional licenses and
permits and could require it to adapt or alter radthof operations at costs that could be substa@impliance with applicable laws and
regulations may adversely affect the Company’srimss. Failure to comply with applicable laws argutations could subject the Company
to civil remedies, including fines, injunctionscedls or seizures, as well as possible criminatsans, which could have a material adverse
effect on the Company’s business.

Economic, Political and Social Risks of Doing Busss in Emerging Market

The Company purchases a substantial portion eigbew inventories from India, Brazil and Vietnavhjch are in many respects emerging
markets. To this extent, the Company is exposeisks inherent in emerging markets, including:

. increased governmental ownership and regulatidgheoéconomy

. greater likelihood of inflation and adverse eanimconditions stemming from governmental attentpteduce inflation, such as
imposition of higher interest rates and wage amckeprontrols;

. potential for contractual defaults or forced rer&gmns on purchase contracts with limited legalaurse
. tariffs and other barriers to trade that may redheeCompan’s profitability; anc
. civil unrest and significant political instabilit

The existence of these risks in these and othergiorcountries that are the origins of the Compsamgiv materials could jeopardize or limit
ability to purchase sufficient supplies of cashewd other imported raw materials and may adveisffdgt the Company’s income by
increasing the costs of doing business overseas.

Inventory Measuremen

The Company acquires its nut inventories from gmavesd farmers in large quantities at harvest timbéch are primarily during the second
and third quarters of the Company'’s fiscal yead mateives nut shipments in bulk truckloads. Thaghts of these nuts are measured using
truck scales at the time of receipt, and invensoaiee recorded on the basis of those measurenid&m@siuts are then stored in bulk in large
warehouses to be shelled or processed througheyetir. Bulk-stored nut inventories are relievedhmanbasis of continuous high-speed bulk
weighing systems as the nuts are shelled or predasson the basis of calculations derived fromviieéght of the shelled nuts that are
produced. While the Company performs various procesito periodically confirm the accuracy of itdksstored nut inventories, these
inventories are estimates that must be periodiealjysted to account for positive or negative e in quantities and yields, and such
adjustments directly affect earnings. The precimeumnt of the Company’s bulk-stored nut inventorgesot known until the entire quantity of
the particular nut is depleted, which may not neasly occur every year. Prior crop year inventornaay still be on hand as the new crop
inventories are purchased. There can be no assutlaaicsuch inventory quantity adjustments will hate a material adverse effect on the
Company’s results of operations in the future.
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2002 Farm Bill

The Farm Security and Rural Investment Act of 2@B2 “2002 Farm Bill") terminated the federal peaquota program beginning with the
2002 crop year. The 2002 Farm Bill replaced thefabdpeanut quota program with a fixed paymentesgghrough the 2007 crop year that
can be either coupled or decoupled. A coupled sysdied to the actual amount of production, whildecoupled system is not. The series of
loans and subsidies established by the 2002 Faltris Bimilar to the systems used for other cropshsas grains and cotton. To compensate
farmers for the elimination of the peanut quota, 2002 Farm Bill provides a buy-out at a specifite for each pound of peanuts that had
been in that farmer’s quota under the prior progrAdditionally, among other provisions, the Seangtaf Agriculture may make certain
counter-cyclical payments whenever the Secretdiguaes that the effective price for peanuts is thss the target price. The termination of
the federal peanut quota program has reduced thg8&uy’s costs for peanuts, beginning in fiscal 2@0®I has resulted in a higher gross
margin than the Company has historically achie¥éw Company may be unable to maintain these higtwess profit margins on the sale of
peanuts, and the Company’s business, financiatippsind results of operations would thus be mallgradversely affected. Certain
provisions of the 2002 Farm Bill, such as the gierand handling subsidy, were not extended folatbteyear of the 2002 Farm Bill. The
termination of this provision is expected to cdmtite to the increased costs of acquiring raw peanutscal 2008. The 2002 Farm Bill
expires at the end of the 2007 crop year and willéplaced with new legislation. At this time, fmal contents of any new legislation are
unknown and there can be no assurance that theifpgaaota program, or one like it, will not be rdinged. Accordingly, the new legislation
could alter the fixed payment system currentlylacp pursuant to the 2002 Farm Bill in a mannet ¢bald result in a material adverse effect
on the Company’s operations.

Public Health Security and Bioterrorism Preparedreand Response Act of 20!

The Company is subject to the Public Health Segarid Bioterrorism Preparedness and Response ARQa# (the “Bioterrorism Act”). The
Bioterrorism Act includes a number of provisionsh&p guard against the threat of bioterrorismluiding new authority for the Secretary of
Health and Human Services (“HHS") to take actioptotect the nation’s food supply against the thoéanternational contamination. The
Food and Drug Administration (“FDA”"), as the foagbulatory arm of HHS, is responsible for developamg implementing these food safety
measures, which fall into four broad categoridstggistration of food facilities, (ii) establishmteand maintenance of records regarding the
sources and recipients of foods, (iii) prior notiod=DA of imported food shipments and (iv) admirdsve detention of potentially affected
foods. There can be no assurances that the effettie Bioterrorism Act and the rules enacted tharder by the FDA, including any poten
disruption in the Company'’s supply of imported nuthich represented approximately 31% of the Comijsaotal nut purchases in fiscal
2007, will not have a material adverse effect an@wmpany’s business, financial position or resafitsperations in the future.

The Company’s Largest Stockholders Possess a Mgjaf the Company’s Aggregate Voting Power, WhictaiMMake a Takeover or
Change in Control More Difficult; The Sanfilippo Goup Has Pledged a Substantial Amount of their ClaS€Common Stock

As of September 11, 2007, Jasper B. Sanfilippo jdneBanfilippo, Jeffrey T. Sanfilippo, Jasper Bnfigpo, Jr., Lisa A. Evon, John E.
Sanfilippo and James J. Sanfilippo (the “Sanfiligpmup”) own or control Common Stock (one vote gligare) and Class A Common Stock
(ten votes per share) representing approximatéB.206 voting interest in the Company. As of Septenid, 2007, Michael J. Valentine and
Mathias A. Valentine (the “Valentine Group”) ownantrol Common Stock (one vote per share) andslaS8ommon Stock (ten votes per
share) representing approximately a 24.3% votitgr@st in the Company. As a result, the Sanfili@woup and the Valentine Group together
are able to direct the election of a majority af thembers to the Board of Directors. In additibe, $anfilippo Group is able to exert influe
on the Company’s business that cannot be coungeldégt another shareholder or group of sharehold@ées Sanfilippo Group is able to
determine the outcome of nearly all matters sulemhitd a vote of the Company’s stockholders, inclgdiny amendments to the Company’s
certificate of incorporation or bylaws. The Samiio Group has the power to prevent a change ina@antsale of the Company, which may
be beneficial to the public stockholders, or causbange in control which may not be beneficiah®public stockholders, and can take other
actions that might be less favorable to the Comjsastpckholders and more favorable to the Sanfili@youp, subject to applicable legal
limitations. In addition, several members of th@f8ippo Group that beneficially own a significainterest in the Company have pledged a
substantial portion of the Company’s Class A Stibek they own to secure loans made to them by caomiatdanks. If a stockholder defaults
on any of its obligations under these pledge agesmsror the related loan documents, these bank$imagythe right to sell the pledged
shares. Such a sale could
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cause the Company’s stock price to decline. Marth@foccurrences that could result in a foreclosiitbe pledged shares are out of the
Company'’s control and are unrelated to the Compaopérations. Because these shares are pledgedut®@ $oans, the occurrence of an
event of default could result in a sale of pledgkdres that could cause a change of control d€tdmpany, even when such a change ma

be in the best interests of the Company’s stocldrs|cand it would also result in a default undetace material contracts to which the
Company is a party.
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The Company May Incur Material Losses as a Licendgdt Warehouse Operator under the United States Whaouse Act

The Company houses a large amount of peanut injeatobehalf of the U.S. government at variouslitées. The Company, as a licensed
United States Department of Agriculture Nut Warede@perator, is responsible for delivering the lealne of the peanut inventory in its
possession as represented on the warehouse recalptnand. Because the inventory may be stordekadmpany’s facilities for a
significant period of time, the peanut inventoryynacrease in value as a result of a decline imtitadity of the peanut inventory or shrink
in the peanut inventory. The Company is respongdyleeimbursing the U.S. government for any suetlide in value associated with qual
or shrinkage issues that arise during the Compasustody of such inventory. Accordingly, a sigrdifit decline in the value of the peanut
inventory stored at the Company’s facilities foesk circumstances could have a material adverset effi the Company.

Iltem 1B — Unresolved Staff Comments

None.

Item 2 — Properties

The Company owns or leases eight principal prodadcilities. The Company’s primary processing digdribution facility along with the
Company’s headquarters is located at the New SiEggin, lllinois. Two facilities are located inlEGrove Village, lllinois. The first Elk
Grove Village facility, the Busse Road facilityyged as the Compang/corporate headquarters and main processingtyaaild was owned
part by the Company and in part by a related gaatynership until sold and leased back to the CoypaJduly 2006. (See footnote 2 in the
table below). The other Elk Grove Village faciligylocated on Arthur Avenue adjacent to the Bussad<acility. The remaining principal
production facilities are located in Bainbridge,0Bga; Garysburg, North Carolina; Selma, Texas;ti@asCalifornia; and Arlington Heights,

lllinois. In addition, the Company operates ougiEires out of the Busse Road and New Site fasi]iie@d owns one retail store and leases two

additional retail stores in the Chicago area. Thenany also leases space in public warehousetiiegiln various states.

The Company believes that its facilities are geheveell maintained and in good operating condition

a. Principal Facilities
The following table provides certain informatiogaeding the Company’s principal facilitie®

Date Company

Constructed,
Square Types of Acquired or
Location Footage Interest Description of Principal Use First Occupied
Elk Grove Village, lllinois@ 300,00( Leased Processing, packaging, warehousing, distribt 1981
(Busse Road facility and outlet stor
Elk Grove Village, lllinois® 83,00( Leased Processing, packaging, warehousing and 198¢
(Arthur Road facility) distribution
Bainbridge, Georgi&) 245,00( Owned Peanut shelling, purchasing, processing, 1987
packaging, warehousing and distribut
Garysburg, North Carolina 160,00( Owned Peanut shelling, purchasing, processing, 199/
packaging, warehousing and distribut
Selma, Texa®) 300,00t Leased Pecan shelling, processing, packaging, 199z
warehousing and distributic
Gustine, California 215,00( Owned Walnut shelling, processing, packaging, 199:

warehousing and distributic
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Date Company

Constructed,
Square Types of Acquired or
Location Footage Interest Description of Principal Use First Occupied
Arlington Heights, Illinois®) 83,00( Leased Processing, packaging, warehousing anc 199/
distribution

Elgin, lllinois (M 400,00( Owned Rental Property 200t
(Elgin Office Building)
Elgin, lllinois ®) 1,001,001 Owned  Processing, packaging, warehousing, distribt 200¢
(Elgin Warehouse Building and corporate office

(1) In addition to the properties listed in thble, the Company owns land in Elgin, lllinois, aiinthe Company originally anticipated using
in connection with the facility consolidation projgthe “Original Site”). For a description of tliginal Site, see Part I, ltem—#
“Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior— Introduction”

(2) Approximately 240,000 square feet of the BuRsad facility was leased from the Busse Landtlunder a lease that was to expire on
May 31, 2015. Under the terms of the lease, theg2my had a right of first refusal and a right e$ffioffer with respect to this portion
of the Busse Road facility. The remaining 60,000a8q feet of space at the Busse Road facility“@alelition”) was constructed by the
Company in 1994 on property owned by the Busse Oandt and on property owned by the Company. Adoagty, (i) the Company
and the Busse Land Trust entered into a groune @tk a term beginning January 1, 1995 pursuanttich the Company leased from
the Busse Land Trust the land on which a portiothefAddition is situated (the “Busse Addition Pedy”), and (ii) the Company, the
Busse Land Trust and the sole beneficiary of thesBu.and Trust entered into a party wall agreereffettive as of January 1, 1995,
which set forth the respective rights and obligadiof the Company and the Busse Land Trust witheeso the common wall which
separates the existing Busse Road facility and\tidétion. The ground lease had a term that exmreMay 31, 2015 (the same date on
which the Company lease for the Busse Road facility was to expifag Company had an option to extend the termefjtound leas
for one five-year term, an option to purchase thed® Addition Property at its then appraised fairkat value at any time during the
term of the ground lease, and a right of first safuwvith respect to the Busse Addition Propertye Tompany sold its portion of the
Busse Road facility to the Busse Land Trust in 2096 for $2.0 million. The Busse Road facility viaen sold in July 2006 to a third
party and is being leased back by the Company ¢gfir@ecember 31, 2007 with a three to nine montbweh option. The Company’s
lease with the Busse Land Trust was then termiratted penalty or cost to the Company. See “Conmgiers Committee Interlocks,
Insider Participation and Certain Transactiend ease Arrangements” contained in the CompsuBroxy Statement for the 2007 Anr
Meeting.

(3) The Arthur Avenue facility was sold in Jul@@6 and is being leased back by the Company thrdwgjust 31, 2008 with a three to nine
month renewal optior

(4) The Bainbridge facility is subject to a matig and deed of trust securing $5.50 million (ediclg accrued and unpaid interest) in
industrial development bonds. See Part Il, Item TManagement’s Discussion and Analysis of Finan€iahdition and Results of
Operations— Liquidity and Capital Resourc”.

(5) The sale of the Selma, Texas propertiesdadlated party partnerships was consummated dth§rst quarter of fiscal 2007. See
Item 1— “Real Estate Transactic”.

(6) The Arlington Heights facility was sold inlgi2006 and is being leased back by the Comparoutir December 31, 2008 with a three
to nine month renewal option. The Company prepaigxisting mortgage on the Arlington Heights fiagiin July 2006.

(7) The Elgin Office Building was acquired in 2005 in combination with the acquisition of tNew Site. 41.5% of the Elgin Office
Building is being leased back to the seller foethyears (ending April 2008), with options for aldiional seven years. Approximately
20% of the Elgin Office Building is being leasedadtter third parties. The remaining portion of
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office building may be leased to third partiesywever, further capital expenditures will be reseay to lease a substantial portion of the
remaining space

Prior to the acquisition of the New Site, thentpany acquired another parcel of land in Elgimadis in connection with the facility
consolidation project. See Part Il, Iltera+“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations
— Introductior”.

(8) The Elgin Warehouse Building was acquired in ARD5 and was expanded from 653,000 to 1,001,008redeet and was modified
the Company’s specifications. The Company’s Chicaga distribution operation was transferred toRhgn Warehouse Building in
July 2006 and the Company’s corporate headquanters relocated to the Elgin Warehouse Buildingeébaary 2007. The majority of
the Company’s Chicago area processing activitieg wansferred to the Elgin Warehouse Building migifiscal 2007, with the
remaining activities scheduled to be transferrefisical 2008,

b. Manufacturing Capability, Utilization, Technology and Engineering
The Company'’s principal production facilities arpgped with modern processing and packaging machiand equipment.

The Company’s new Elgin facility was designed te @ompany’s specifications with state-of-the-adipment. The layout is designed to
efficiently move product from raw storage to pragieg to packaging to distribution. The majoritypsbcessing operations at the Busse Road
and Arlington Heights facilities were transferredthe Elgin facility during fiscal 2007, with themaining operations scheduled to be
transferred in fiscal 2008. It is estimated thatduction capacity will increase by 25% — 40% wheerations are fully transferred to the
Elgin facility.

The Selma facility contains the Company’s automatechn shelling and bulk packaging operation. Hedify’s pecan shelling production
lines currently have the capacity to shell in exa&s90 million inshell pounds of pecans annudhgr fiscal 2007, the Company processed
approximately 59 million inshell pounds of pecahthe Selma, Texas facility.

The Bainbridge facility is located in the largesfput producing region in the United States. Taidlify takes direct delivery of farmer stock
peanuts and cleans, shells, sizes, inspects, ldanatasts and packages them for sale to the Corsparstomers. The production line at the
Bainbridge facility is almost entirely automatedidras the capacity to shell approximately 120 orillinshell pounds of peanuts annually.
During fiscal 2007, the Bainbridge facility shellagproximately 77 million inshell pounds of peanuts

The Garysburg facility has the capacity to proaggzroximately 70 million inshell pounds of farmévck peanuts annually. For fiscal 2007,
the Garysburg facility processed approximately ilian pounds of inshell peanuts.

The Gustine facility is used for walnut shellingalmut and almond processing, warehousing and loigion. This facility has the capacity to
shell in excess of 50 million inshell pounds of mék annually. For fiscal 2007, the Gustine factibelled approximately 46 million inshell
pounds of walnuts. The Gustine facility was pregigwsed for the Comparg/almond handling operations. In the third quastdiscal 2007

the Company announced that it will no longer pusehalmonds directly from growers.

Item 3 — Legal Proceedings

The Company is party to various lawsuits, procegslznd other matters arising out of the conduisdfusiness. Currently, it is
management’s opinion that the ultimate resolutibthese matters will not have a material advergecetipon the business, financial
condition or results of operations of the Company.

Item 4 — Submission of Matters to a Vote of SecuntHolders
No matter was submitted during the fourth quartdisgal 2007 to a vote of security holders, thrbwplicitation of proxies or otherwis
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EXECUTIVE OFFICERS OF THE REGISTRANT

Pursuant to General Instruction G(3) of Form 10rd &nstruction 3 to Item 401(b) of Regulation Stke following executive officer
description information is included as an unnumbétem in Part | of this Report in lieu of beinginded in the Proxy Statement for the
Company’s annual meeting of stockholders to be bel8lovember 5, 2007:

Jasper B. Sanfilippo, Chairman of the Board, age 76— Mr. Sanfilippo has been employed by the Compangesit®53. Mr. Sanfilippo
served as the Company’s President from 1982 to Meee1995 and was the Company’s Treasurer from i®8&®&tober 1991. He became
the Company’s Chairman of the Board and Chief EtteeDfficer in October 1991 and has been a merabdre Company’s Board of
Directors since 1959. Mr. Sanfilippo was succeeme@hief Executive Officer on November 6, 2006 suteinds to retire in January 2008, |
will continue to serve, if elected, as Chairmarhaf Board. Mr. Sanfilippo was also a member ofGloenpany’s Compensation Committee
until April 28, 2004 (when that committee was temated and its responsibilities assumed by the Casgi®n, Nominating and Corporate
Governance Committee) and the Stock Option Comeniiteil February 27, 1997 (when that Committee diabanded).

Jeffrey T. Sanfilippo, Chief Executive Officer, age 44— Mr. Sanfilippo has been employed by the Compangesit991 and in
November 2006 was named its Chief Executive Offitr Sanfilippo served as the Comp’s Executive Vice President Sales and
Marketing from January 2001 to November 2006. Mmnf8ippo served as the Company’s Senior Vice Rt Sales and Marketing from
August 1999 to January 2001. Mr. Sanfilippo hasiteeenember of the Company’s Board of Directorsesilagust 1999. He served as
General Manager West Coast Operations from Septeh®9d to September 1993. He served as Vice Prasiiest Coast Operations and
Sales from October 1993 to September 1995. He dav®/ice President Sales and Marketing from Oc¢tdB85 to August 1999.

Michael J. Valentine, Chief Financial Officer and Goup President, age 48— Mr. Valentine has been employed by the Companyesinc
1987 and in November 2006 was named its Chief Eiah®fficer and Group President. Mr. Valentinevget as the Company’s Executive
Vice President Finance, Chief Financial Officer &®tretary from January 2001 to November 2006 Mdlentine served as the Company’s
Senior Vice President and Secretary from AugusBi8Qanuary 2001. Mr. Valentine has been a mewiiae Company’s Board of
Directors since April 1997. Mr. Valentine servedias Company’s Vice President and Secretary fromeder 1995 to August 1999. He
served as an Assistant Secretary and the Generadéaof External Operations for the Company fromeJ1987 and 1990, respectively, to
December 1995. Mr. Valentine’s responsibilitieoalxlude the Company’s peanut operations, inclgid@es and procurement, and contract
packaging business.

Jasper B. Sanfilippo, Jr., Chief Operating Officerand President, age 39— Mr. Sanfilippo has been employed by the Compangesitb9z
and in November 2006 was named its Chief Opera&diffiger and President. Mr. Sanfilippo served as@oepany’s Executive Vice
President Operations, retaining his position asgstast Secretary, which he assumed in December 6652001 to November 2006.

Mr. Sanfilippo became a member of the Company’sr8o@é Directors in December 2003 He became the Gmy's Senior Vice President
Operations in August 1999 and served as Vice ReasiQperations from December 1995 and August 1P88r to that, Mr. Sanfilippo was
the General Manager of the Company’s Gustine, @aili& facility beginning in October 1995, and frdome 1992 to October 1995 he served
as Assistant Treasurer and worked in the Compdfigancial Relations Department. Mr. Sanfilippodsponsible for the Company’s non-
peanut shelling operations, including plant operetiand procurement.

James A. Valentine, Chief Information Officer, age 43— Mr. Valentine has been employed by the Companyesir¥86 and in

November 2006 was named its Chief Information @ffidvir. Valentine served as the Comp's Executive Vice President Information
Technology from August 2001 to November 2006. Maléntine served as Senior Vice President Informafiechnology from January 2000
to August 2001 and as Vice President of Managemmémtmation Systems from January 1995 to Janua®p20

William R. Pokrajac, Vice President, Risk Managemehand Investor Relations, age 53— Mr. Pokrajac has been with the Company s
1985. He served as the Company’s Controller froBi71® August 2003 and the as the Company’s Vicsiéeat of Finance from 2001 until
September 2007, when he was named Vice PresidisktM&inagement and Investor Relations. Mr. Pokrigaesponsible for the Compasy’
risk management and investor relation activities.
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Walter (Bobby) Tankersley Jr., Senior Vice Presidehindustrial Sales, age 55— Mr. Tankersley has been employed by the Company for
five years and is responsible for directing thesalf the industrial distribution channel whichlutes pecans, almonds, walnuts, macadal
peanuts, cashews and hazelnuts. He has 31 yeaxpaiience in the nut industry where he was presljodice President of Sales &

Marketing at the Young Pecan Company and Diredtémaustrial Sales at the Mauna Loa Macadamia Narh@any. In addition to sales, he

is responsible for procurement of almonds, walnu@cadamias and pistachios as well as providingraaity analysis, crop forecasts, and
consumption trend analysis for various nut comnieslit

Everardo Soria, Senior Vice President Pecan Operatns and Procurement, age 50— Mr. Soria has been with the Company since 1985.
Mr. Soria was named Director of Pecan Operatioraiin 1995 and was named Vice President Pecan @peand Procurement in

January 2002. Mr. Soria was named Senior Vice &eaesiPecan Operations and Procurement in August. 00 Soria is responsible for the
procurement of pecans and for the shelling of pgetthe Company’s Selma, Texas facility.

Herbert J. Marros, Director of Financial Reporting and Taxation, age 49— Mr. Marros has been with the Company since 1995.

Mr. Marros served as Assistant Controller from 1888l 2003, when he was promoted to ControllerSaptember 2007, Mr. Marros was
named Director of Financial Reporting and Taxatldn. Marros is responsible for the Compasyiternal and external financial reporting :
tax activities.

Charles M. Nicketta, Senior Vice President of Manudcturing , age 59— Mr. Nicketta has been with the Company since 1983.

Mr. Nicketta was named Director of Manufacturinglidy 1985 and was named Vice President of Manufig in August 2001.

Mr. Nicketta was named Senior Vice President of Maaturing in August 2004. Mr. Nicketta is respdutsifor the Company’s production
design, engineering and facilities expansion.

Michael G. Cannon, Senior Vice President of Corporie Operations, age 54— Mr. Cannon joined the Company in October 2005 as
Senior Vice President of Operations. Previously, @annon was Vice President of Operations at SkEgads Corp. from 1995 to
October 2005. Mr. Cannon is responsible for thelpction operations for all of the Company’s fawht

Frank S. Pellegrino, Corporate Controller, age 33— Mr. Pellegrino joined the Company in January 208 Daector of Accounting and
was appointed Corporate Controller in Septembe# 2B@eviously, Mr. Pellegrino was Internal Audit Mayer at W.W. Grainger from
June 2003 to January 2007. Prior to that, he wdarager in the Assurance Practice of Pricewategf@aspers LLP, where he was emplc
from 1996 to 2003. Mr. Pellegrino is responsibledlh the Company’s accounting functions.

RELATIONSHIPS AMONG CERTAIN DIRECTORS AND EXECUTIVE OFFICERS

Jasper B. Sanfilippo, Chairman of the Board andadar of the Company, is (i) the father of JaspeB@nfilippo, Jr. and Jeffrey T. Sanfilippo,
executive officers and directors of the Compariylfe brother-in-law of Mathias A. Valentine, aelitor of the Company, and (iii) the uncle
of Michael J. Valentine, an executive officer andir@ctor of the Company and James A. Valentineatutive officer of the Company.
Michael J. Valentine, Chief Financial Officer ando@p President and a director of the Company) ihé son of Mathias A. Valentine,

(i) the brother of James A. Valentine, (iii) thephew of Jasper B. Sanfilippo, and (iv) the cowdidasper B. Sanfilippo, Jr. and Jeffrey T.
Sanfilippo. Jeffrey T. Sanfilippo, Chief Executi@ficer and a director of the Company, is (i) tloe ®f Jasper B. Sanfilippo, (ii) the brother
of Jasper B. Sanfilippo, Jr., (iii) the nephew odtlias A. Valentine, and (iv) the cousin of MichdeValentine and James A. Valentine.
Jasper B. Sanfilippo, Jr., Chief Operating Offiaad President and a director of the Company, ihéison of Jasper B. Sanfilippo, (ii) the
brother of Jeffrey T. Sanfilippo, (iii) the neph@fvMathias A. Valentine, and (iv) the cousin of Mael J. Valentine and James A. Valentine.
James A. Valentine, Chief Information Officer, isthe son of Mathias A. Valentine, (ii) the brotted Michael J Valentine, (iii) the nephew
of Jasper B. Sanfilippo, and (iv) the cousin ofpgaB. Sanfilippo, Jr. and Jeffrey T. Sanfilippo.
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PART Il
Item 5 — Market for Registrant’s Common Equity and Related Stockholder Matters

The Company has two classes of stock: Class A Canftack (“Class A Stock”) and Common Stock. Thedkot of Common Stock are
entitled to elect 25% of the members of the Bodmicectors, rounded up to the nearest whole nurdoed the holders of Class A Stock are
entitled to elect the remaining directors. Withpeest to matters other than the election of directorany matters for which class voting is
required by law, the holders of Common Stock atéled to one vote per share while the holders las€ A Stock are entitled to ten votes per
share. The Company’s Class A Stock is not regidteneler the Securities Act of 1933 and there isstablished public trading market for the
Class A Stock. However, each share of Class A Stocknvertible at the option of the holder at &ime and from time to time (and, upon
occurrence of certain events specified in the ComiseRestated Certificate of Incorporation, autdoadly converts) into one share of
Common Stock.

The Common Stock of the Company is quoted on th&DAQ National Market and its trading symbol is “X8SThe following tables set
forth, for the quarters indicated, the high and teyorted last sales prices for the Common Stockaasrted on the NASDAQ national
market.

Price Range c
Common Stocl

Year Ended June 28, 20 High Low

4 th Quarter $14.0¢ $10.3¢
3rdQuarter $15.0C $12.0¢
2 ndQuarter $12.1% $10.0C
1 stQuarter $13.2¢ $ 9.8¢

Price Range c
Common Stocl

Year Ended June 29, 20 High Low

4t Quarter $16.5¢ $12.4¢
3 rdQuarter $15.5¢ $12.2¢
2 ndQuarter $18.2¢ $12.7¢
1 stQuarter $23.2¢ $16.8¢

As of September 5, 2007, there were 75 holderslértblders of record of the Company’s Common Sarak Class A Stock, respectively.

Under the Company’s Restated Certificate of Incoapon, the Class A Stock and the Common Stocleati#led to share equally on a share
for share basis in any dividends declared by ther@of Directors on the Company’s common equity.

No dividends have been declared since 1995. Thep@nyndoes not expect to pay any cash dividendseiidreseeable future because ¢
flow from operations will be used to finance futgmwth. In addition, the Company’s current finargcagreements restrict the payment of
annual dividends to amounts specified in the lagnee@ments. The declaration and payment of futwiel@inds will be at the sole discretion of
the Board of Directors and will depend on the Conypaprofitability, financial condition, debt covant compliance, cash requirements,
future prospects and other factors deemed reldwatite Board of Directors. See Itera~+“Management’s Discussion and Analysis of
Financial Condition and Results of Operatierd.iquidity and Capital Resources.”

For purposes of the calculation of the aggregat&ketaalue of the Company’s voting stock held byaiffiliates of the Company as set forth
on the cover page of this Report, the Company dtccansider any of the siblings of Jasper B. Sgpfd, or any of the lineal descendants (all
of whom are adults and some of whom are employethidy"ompany) of either Jasper B. Sanfilippo, MaghA. Valentine or such siblings
(other than those who are executive officers ofGbenpany) as an affiliate of the Company. S@erfipensation Committee Interlocks, Ins
Participation and Certain Transactions” and “Segudwnership of Certain Beneficial Owners and Maragnt” contained in the Company’s
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Proxy Statement for the 2007 Annual Meeting andettrive Officers of the Registrant Relationships Among Certain Directors and
Executive Officers” appearing immediately aftertRanf this Report.

The following table summarizes the Company’s eqodsnpensation plans as of June 28, 2007:

Equity compensation plans approved by stockhol
Equity compensation plans not approved by stocldre

Total

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS

Number of securitie

Weighted remaining available f(

Number of average future issuance und
securities tc exercise pric equity compensatio

be issuec of plans (excluding

upon exercis outstanding securities reflecte
of options options in the first column’

353,69 $ 13.0( 159,00(

353,69( $ 13.0C 159,00(
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Item 6 — Selected Financial Data

The following historical consolidated financial dats of and for the years ended June 28, 2007, 2312906, June 30, 2005, June 24, 2004
and June 26, 2003 were derived from the Compamyisdaidated financial statements. The financiahddiould be read in conjunction with
the Company'’s audited consolidated financial stat@sand notes thereto, which are included elseaerein, and with Iltem 7 —
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations.” The inforroatbelow is not necessarily
indicative of the results of future operations. dheidends have been declared since 1995.

Statement of Operations Data{dollars in thousands, except per share data)

Year Ended
June 28, June 29, June 30, June 24, June 26,
2007 2006 2005 2004 2003
Net sales $541,37¢ $579,56- $581,72¢ $520,81: $419,67
Cost of sale: 500,24 542,44° 503,30( 428,96’ 346,75!
Gross profit 41,13 37,117 78,42¢ 91,84« 72,92:
Selling and administrative expens 55,457 55,09¢ 51,84 50,78( 44,09:
Gain related to real estate se (3,047%) (940) — — —
Gooduwill impairment los: — 1,24: — — —
(Loss) income from operatiol (12,279 (18,28¢) 26,58 41,06¢ 28,82¢
Interest expens (9,347 (6,516 (3,999 (3,439 (4,687
Debt extinguishment fee — — — (972) —
Rental and miscellaneous (expense) income (629) (610 1,17¢ 44C 48€
Loss (income) before income ta» (21,25%) (25,410 23,76¢ 37,09¢ 24,63¢
Income tax (benefit) expen (7,579 (8,689 9,26¢ 14,46¢ 9,607
Net (loss) incom $(13,67¢) $(16,720) $ 14,49¢ $ 22,63( $ 15,02:
Basic (loss) earnings per common st $ (1.29 $ (1.59 $ 1.37 $ 2.3t $ 1.6:
Diluted (loss) earnings per common sh $ (1.29 $ (1.59 $ 1.3t $ 232 $ 161
Balance Sheet Data(dollars in thousands)
June 28, June 29, June 30, June 24, June 26,
2007 2006 2005 2004 2003
Working capital $ 15,36: $ 22,61% $137,76: $122,85: $ 75,18
Total asset 367,85( 390,91. 394,47 246,93: 223,72
Long-term debt, less current maturiti 19,78: 5,61¢ 67,00z 12,62( 29,64(
Total debt 148,03: 137,67¢ 144,17: 19,16¢ 70,11¢
Stockholder' equity 162,89: 180,11( 196,17! 181,36( 118,78:

Item 7 — Management’s Discussion and Analysis of Rancial Condition and Results of Operations
Introduction

The Company maintains a vertically integrated motpssing operation that allows the Company torobewvery step of the process,
including procurement from growers, shelling, psxiag, packing and marketing. For example, by msitty nuts directly from growers,
processing the nuts and then marketing the enduptedo customers, the Company is able to captafi margins on the original purchase
of the nuts. In the past, the Company’s verticaitggrated business model has worked to its adgani&ertical integration, however, can
under certain circumstances result in poor earmmdssses. For example, during fiscal 2006 (i) @wenpany purchased an excess supply of
nuts, such as almonds, directly from growers s{isequent to the Company’s purchases from grotersnarket for certain nuts, such as
almonds, declined, which impaired the Company’§itgtid profit from its purchases and (iii) as &uwé of an overall increase in the price of
nuts, consumption of nuts and nut products decdedd$® combination of these three factors, amohgret contributed to the Company’s
losses in fiscal 2006 and limited the Comparahbility to profit from its vertically integratdalisiness model. The losses experienced due
declining market price of almonds continued throthghfirst half of fiscal 2007 when the almondsghased in fiscal 2006 were finally
depleted. Additional factors contributing to thedexperienced for fiscal 2007 include (i) a 6.58¢rdase in sales volume, as
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measured in shipped pounds, to customers in thep@oys consumer distribution channel and (i) redmt costs associated with the
relocation of the Company’s Chicago area faciliteethe new site in Elgin, lllinois.

The risks associated with vertical integration tattributed to the Company’s negative marginsaforond sales also exist, to varying
degrees, for other nut types that the Companysh&ticordingly, since the Company is a verticatitegrated sheller, processor and seller of
nuts and nut products, the effects of changing atgykces can never be eliminated.

The Company’s costs to acquire raw peanuts arecteghéo increase at least 25% in fiscal 2008. st increases are due to a combination
of factors, including, (i) prices to peanut farmessre increased to provide incentives for growiegnuts, (ii) the failure of the federal
government to extend the storage and handling dulfsi the last year under the 2002 Farm Bill, @ifldrought conditions in the
southeastern United States. The Company is uncexsatio whether these costs increases can bepaslsed on to its customers. The inability
to pass on peanut cost increases to customerpaaadtial loss of business, would have a negathgact on the Company’s results of
operation, financial position and cash flows.

The Company'’s results for fiscal 2007 were sigaffitty less than desired in terms of both saleseandings. Net sales decreased by 6.6% to
$541.4 million for fiscal 2007 compared to $579.@ion for fiscal 2006. The net sales decreasdrizoat completely attributable to a volume
decline, as measured in pounds shipped, of 6.5¥eilCompanys consumer distribution channel. While overall salelume declined by on
1.0%, the decline was offset by sales of raw pesattubther peanut processors. The sales volumealseas caused primarily by the loss of
one significant private label customer in the consudistribution channel at the end of fiscal 20B86oss profit margin increased to 7.6% for
fiscal 2007 from 6.4% for fiscal 2006 due primatitysignificant decreases in commodity costs wiehe partially offset by an increase in
unfavorable production variances of approximatél@.8 million. Unfavorable production variances &ras a result of a 13.0% decrease in
pounds produced in fiscal 2007 versus fiscal 20BBenspending increased by 4.5%. Spending increassdly due to a significant portion
the Company’s new facility being placed into seevichile operations continue in the existing Chicagea production facilities. The
temporary redundant manufacturing costs of opegatirt of four facilities in the Chicago area weppximately $4.7 million for the last

half of fiscal 2007. Also, $4.5 million of costs mencurred at the new Elgin facility during thesfihalf of fiscal 2007 while production was
very limited. The new facility accounted for 13%tbhé& production volume that occurred in the Chicagea facilities in fiscal 2007, but
accounted for 36% of the production volume in théc&go-area facilities for the fourth quarter aicél 2007. All remaining non-Elgin
Chicago-area production is expected to be trareddeturing fiscal 2008. Also, approximately $1.0lioil of moving costs were incurred
during the fourth quarter of fiscal 2007 to relecatachinery and equipment to the new facility. et decreased to $13.7 million for fiscal
2007 from a net loss of $16.7 million for fiscalQB)

As a result of the decreased operating performaheeZompany was not in compliance with certaiafitial covenants contained in the Note
Agreement and the Bank Credit Facility throughastdl 2007. Specifically, the Company was not impbance with quarterly covenants for
the first, third and fourth quarters of fiscal 2Gliice the Company did not achieve the minimumsddpliquarterly earnings before interest,
taxes, depreciation and amortization (“EBITDA”) ségment under the Note Agreement which is a cdefault under the Bank Credit
Facility. Also, the Company was not in compliandéhwthe minimum monthly working capital requirememder the Note Agreement and
Bank Credit Facility for each of the months in thid quarter and fourth quarters of fiscal 200ie TTompany received waivers for current
and anticipated non-compliance with the EBITDA awaet in the Note Agreement and working capital cavis in the Bank Credit Facility
and Note Agreement through and including the fjtsdrter of fiscal 2008. As a result of any futuomftompliance by the Company, the
Noteholders and Lenders may demand immediate payfmreall amounts outstanding pursuant to the NMageeement and Bank Cre(

Facility, respectively, and in certain circumstasmttee Company could be required to prepay outstgndibt balances as required by such
agreements and the Intercreditor Agreement. If argiare not received, the Company would be requiredtain alternative financing for
amounts outstanding pursuant to its Bank Creditifaand Note Agreement. The Company has engagédaparty to actively explore
financing alternatives for the Company. The Complagljeves it would be able to secure alternatimariting to replace the Bank Credit
Facility and Note Agreement on terms acceptabtbédCompany, although there can be no assurangesuth alternative financing could be
obtained.

There can be no assurance that waivers will beweddor future non-compliance with the requirenseintthe Bank Credit Facility and Note
Agreement, or that such waivers will be on comnaicreasonable terms that are not adverse
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to the Company. The Company is in non-compliandh thie minimum working capital covenant for thesfitwo interim months of fiscal
2008 and expects to be in non-compliance with #mescovenant as of the end of the first quartdéisofl 2008 and with the minimum
EBITDA requirement for the first quarter of fisc008. Although waivers have been received for thm@any’s hon-compliance with such
covenants through the first quarter of fiscal 20D&aivers are not received or acceptable termsgetiated with respect to future non-
compliance with covenant or warranty requiremethts,Companys ability to pursue its business plans, objectaras its ability to continue ¢

a going concern would be adversely affected anddvaguire the Company to seek alternative sounééisancing. In light of the non-
compliance with restrictive covenants as a reduti®@ Company’s performance for fiscal 2007, areluhcertainty relating to the Company’s
ability to comply with covenants and warrantiesidgifuture periods, amounts due pursuant to the Mgreement as of June 28, 2007 are
classified as “Current Maturities of Long-Term Del3ustained losses by the Company, the inabititieteive waivers from the Lenders and
Noteholders or renegotiate acceptable terms wéh #nders and Noteholders, the inability to sealternative financing for amounts d
pursuant to the Note Agreement and/or Bank Creatiilify, and/or continued non-compliance with tlewenants or warranties in the
Company'’s Bank Credit Facility and Note Agreementld have a material adverse effect on the Compdimancial position, results of
operations and cash flows. In addition, the ocaweeof such events would adversely affect the Caryigaability to pursue its business pla
objectives and to continue as a going concern.etlys there is substantial doubt with respechts@ompany’s ability to continue as a going
concern. For an overview of management’s plangitiicue as a going concern see “Plans to Contiswe@oing Concern.”

During the first half of fiscal 2007, almonds cantéd to significantly reduce the Company’s proiitgb Virtually all almond handlers are
owned in whole or in part by almond growers, whiels resulted in competitive challenges for the Camygpn recent crop years. In
November 2006, the Company announced that it wilomger purchase almonds directly from growers@indontinued its almond handlii
operation at its Gustine, California facility dugithe third quarter of fiscal 2007 when the protegssf current crop year almonds purchased
directly from growers was completed. The Comparsgalntinued its almond handling operation in ordereduce commaodity risk and to
eliminate the significant labor costs associatetth wrocessing almonds that could not be recovevatptetely when the almonds are sold.
During the first quarter of fiscal 2007, the Comyparansitioned into a new crop year with high 805 crop year almonds still on hand in a
declining price environment. All sales of 2005 cy@ar almond inventories were completed in Noven2®®6. Almond sales delivered
normal gross margins (slightly below the Comparmysrall gross margins) in December 2006 and thre #rd fourth quarters of fiscal 2007.
The majority of the machinery and equipment usetthéndiscontinued almond handling operation théitrveit be redeployed within the
Company was sold during the third quarter of fi207. The Company performed a review of the cagyialue of the assets related to its
Gustine operation and concluded that no impairroéttie carrying value currently exists.

Walnuts also negatively affected the Company’sifability during fiscal 2007. The Company was buredé by the impact of having to
increase its final settlement payments to walnatvgrs in the third quarter of fiscal 2006 after @jonity of its industrial walnut sales through
the second quarter of fiscal 2007 were contractdicted prices. Consequently, industrial walnuesadlelivered nominal gross margins for the
first half of fiscal 2007. Gross margins on walsates contracts entered into during the secondrartiquarters of fiscal 2007 returned to
normal levels. Walnut sales in the Company’s coreutiistribution channel have also delivered nomgraks margins through the first three
quarters of fiscal 2007. Significant price increaaemajor customers were implemented toward tdeoéthe third quarter of fiscal 2007,
which have resulted in improved consumer walnusgmargins in the fourth quarter of fiscal 2007.

The Company faces a number of challenges in theduSpecific challenges, among others, includeCbimpany’s sustained losses,
intensified competition and future non-complianagthvihe Company’s financing arrangements. The Campaces potential disruptive
effects on its business, such as business inténgthat may result from the transfer of produttio the new facility. In addition, the
Company will continue to face the ongoing challenggits business such as fluctuating commoditys;deod safety and regulatory issues
and the maintenance and growth of its customer. I3es=the information referenced in Part I, ItemARisk Factors”.

Total inventories were $134.2 million at June 28)2, a decrease of $30.2 million, or 18.4%, fromkhlance at June 29, 2006. The decrease
is primarily due to decreases in the quantitieamd of walnuts and almonds. Also contributing® decrease in inventories at June 28,
compared to June 29, 2006 are lower costs for asyarashews and macadamias. The decrease in wabmiities is due to the Company
consciously purchasing lower quantities of inshell
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walnuts during the current crop year because dispurchased in the preceding crop year necesssitie outside storage and processing of
walnuts. The decrease in almond quantities is dleier purchases for the 2006 crop year than @85 2rop year pursuant to the Company’
plans to discontinue its almond handling operatidime average cost of almonds on hand at June0®d, i approximately $1.10 per pound
lower than the average cost of almonds on handret 29, 2006. The average cost for cashews in foseat June 28, 2007 declined by $C
per pound from the cashews in inventory at Jun€@96. Net accounts receivable were $36.5 millioluae 28, 2007, an increase of

$1.1 million, or 3.0%, from the balance at JuneZH)6. The slight increase in net accounts recévaldue to offering sixty day credit terms
to a new customer. Accounts receivable allowanaae W3.2 million at June 28, 2007, a decrease & ®dlion from the amount at June 29,
2006.

As previously disclosed, the Company is undertakirigcility consolidation project as a means ofaging its production capacity and
enhancing the efficiency of its operations. As pdithe facility consolidation project, on April 18005, the Company closed on the

$48.0 million purchase of a site in Elgin, lllindithe “New Site”). The New Site includes both afigef building and a warehouse. The
Company is leasing 41.5% of the office buildinglbsthe seller for a three year period (endingili2008), with options for an additional
seven years. The Company has not yet receivedenfotim the seller exercising its option to reneséase. Approximately 60% of the office
building has been leased to third parties; howeuether capital expenditures may be necessargasd the remaining space. The 653,302
square foot warehouse was expanded to slightly 80,000 square feet during fiscal 2006 and wadified to serve as the Company’s
principal processing and distribution facility ate Company’s headquarters. The Company transféer@dimary Chicago area distribution
facility from a leased location to the New Sitelily 2006. Processing operations began at the Niewrnhe second quarter of fiscal 2007,
with operations moving from the existing Chicageaalocations, and new equipment installed, begiitirthe second quarter of fiscal 2007
and expected to continue through the second quafrfescal 2008, with the exception of certain cblate processing lines which need to
remain in place through the second quarter of fi2888 in order to meet seasonal volume requiresaditte Company decided to accelerate
the move, which was originally scheduled to be cletepl at the end of calendar 2008, as the exp@uteeimental cost the Company will
incur in connection with accelerating the moveeisslthan the cost of operating at the Comaatfier Chicago area facilities over the nex
quarters. The Company’s headquarters was relotaitise New Site in February 2007.

The facility consolidation project is anticipatedachieve two primary objectives. First, the coitiation is intended to generate cost savings
through the elimination of redundant costs, sucim@splant freight, and improvements in manufaciyefficiencies. Second, the new facil

is expected to initially increase production capaby 25% to 40% and to provide substantially megeare footage than the aggregate space
now available in the Company’s existing Chicagadeeilities to support future growth in the Comparbusiness. The facility consolidation
project is expected to allow the Company to purmreain new business opportunities that were nail@we due to the lack of production
capacity. The benefits of the facility consolidatioroject will not be fully realized, as expectadless the Company’s sales volume improves
in the future.

In fiscal 2005, in order to optimize the benefitdhe facility consolidation project, the Companigeard of Directors appointed an
independent board committee to explore alternativigsrespect to the Company’s existing leasedHerproperties owned by two related
party partnerships. After negotiations with thetparships, the independent committee approved gogeal transaction and, subsequently, the
Company entered into various agreements with thimg@hips. The agreements provided for an oveaalsaction whereby: (i) the current
related party leases were terminated without pgnalthe Company; (ii) the Company sold the portidthe Busse Road property that it
owned to the partnerships for $2.0 million; ang {ie Company sold its Selma, Texas propertigheémartnerships for $14.3 million (an
estimate of fair value which also slightly exceédsarrying value) and leased the properties b&kk.sale price and rental rate for the Se
Texas properties were determined by an indeperajgraiser to be at fair market value. The leas¢h®iSelma, Texas properties has a ten-
year term at a fair market value rent, with thiige-year renewal options. In addition, the Companydrasption to repurchase the Selma
property from the partnerships after five year85# (100% in certain circumstances) of the thenrfairket value, but not to be less than the
$14.3 million purchase price. The sale of the Selfexas properties at fair market value to theteelparty partnerships was consummated
during the first quarter of fiscal 2007.

In furtherance of its facility consolidation projethe Company sold its Chicago area facilitieduty 2006. One such Chicago area facility
(the Busse Road facility) was owned partially by @ompany and partially by a consolidated relatatlypartnership, a variable interest
entity. The related party partnership leased itsigo of the Busse Road
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facility to the Company. The portion of the BussmaR property that the Company owned was sold todlated party partnership in July 2(
and the related lease obligation was terminateldouitpenalty to the Company. The related partyngaship then sold the Busse Road
property to a third party, which is leasing back firoperty to the Company through December 2007 avthree to nine month renewal option
for the time period necessary to transition operetito the New Site. The proceeds upon dispositidhe property by the partnership totaled
$9.6 million (with $2.0 million directly allocabl® the Company-owned portion of the property), itgsy in the Company recognizing a gain
of approximately $4.6 million (net of $1.3 millidreing deferred and amortized as reductions in Femfzense over the lease term), with
offsetting amounts applicable to the partnershipisority interest of $4.6 million. As the Companysvthe primary beneficiary of the
partnership, upon consolidation of the partnersisia variable interest entity the deficit, whicblimles losses in excess of the minority
interest, was absorbed by the Company. Upon sateedhcility by the partnership for a gain, theyiously recognized losses attributable to
the minority interest of approximately $1.1 milligrere recovered by the Company to the extent sasdek were previously allocated to the
Company operations in consolidation and reducedgaity allocable to the partnership interest.

Also in July 2006, the Company sold its Arlingtorights and Arthur Avenue facilities for a combir&8 million in proceeds and is leasing
back the facilities from the purchaser. The ArlmmgHeights facility is being leased back througlt&eber 2008 with a three to nine month
renewal option. The Arthur Avenue facility is beilegised back through August 2008 with a threernie month renewal option. The gain on
these property sale transactions totaled $1.8anijlldf which $1.2 million is being deferred and atized as reductions in rental expense over
the lease terms, which range from 17 to 29 momthsrder to sell the Arlington Heights facility,efCompany prepaid its existing mortgage
obligations of $1.7 million plus a $0.3 million mayment fee.

In September 2006, the Company sold its Selma, STps@perties to two related party partnershipssfigt.3 million and is leasing them back.
The selling price was determined by an independpptaiser to be the fair market value which algwraximated the Company’s carrying
value. The lease for the Selma, Texas propertisahean-year term at a fair market value rent #ithe five-year renewal options. Also, the
Company has an option to purchase the properties fine partnerships after five years at 95% (100%eitain circumstances) of the then
market value, but not to be less than the $14.Bomipurchase price. The financing obligation isnigeaccounted for similar to the accounting
for a capital lease, whereby $14.3 million was rded as a debt obligation, as the provisions ofth@ngement are not eligible for sale-
leaseback accounting. No gain or loss was recavddte transaction. These partnerships were preyi@onsolidated as variable interest
entities. Based on reconsideration events in tind tuarter of 2006 and in the first quarter o€&52007, the Company determined the
partnerships were no longer subject to consolidaamvariable interest entities. These partnersirpso longer considered variable interest
entities subject to consolidation as the partnpsshad substantive equity at risk at the time ¢érémg into the Selma, Texas sale-leaseback
transaction.

The Company performed an analysis of its existsgpts at its Chicago locations, and based onliysis identified those assets which will
be transferred to the New Site and those thatnaill For those assets which are not expected tabsferred to the New Site, the remaining
depreciation period has been reduced to reflecCtrapany’s estimate of the useful lives of thesetss In addition to the assets being
transferred, new machinery and equipment will dlsonstalled at the New Site. The Company curremtlycipates that operations will be
fully integrated into the New Site by December 20D8tal remaining expenditures for the facility sofidation project are not expected to be
significant. However, several uncertainties exdgth as those referred to under Part I, Item 1AsK'Ractors”.

Prior to acquiring the New Site, the Company anthae related party partnerships entered into adimment Agreement with the City of
Elgin, lllinois (the “Development Agreement”) fdnd development and purchase of the land where dawlty could be constructed (the
“Original Site”). The Development Agreement provdder certain conditions, including but not limitemithe completion of environmental
and asbestos remediation procedures, the incladithe property in the Elgin enterprise zone aradktablishment of a tax incremental
financing district covering the property. The Compéulfilled its remediation obligations under tBevelopment Agreement during fiscal
2005. On February 1, 2006, the Company and theerkfaarty partnerships entered into a terminatgre@ment with the City of Elgin
whereby the Development Agreement was terminatddtza Company and the City of Elgin (the “City”)dagne obligated to convey the
property to the Company and the partnerships withiity days. The partnerships subsequently agr@ednvey their respective interests in
the Original Site to the Company by quitclaim degthout consideration. On March 28, 2006, JBSS Priigs, LLC acquired title to the
Original Site by quitclaim deed, and JBSS PropsitieC entered into an Assignment and Assumptiore@grent (the “Agreement”) with the
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City. Under the terms of the Agreement, the Citsigised to the Company all the City’s remaining tighind obligations under the
Development Agreement. The Company is currentlyketarg the Original Site to potential buyers, aiti@igh there can be no assurances,
expects a sale to be consummated in the seconteguoéfiscal 2008. A portion of the Original Sitentains an office building (which the
Company began renting during the third quarteiszfal 2007) that will not be included in the pladrsale. The planned sale meets the criteria
of an “Asset Held for Sale” in accordance with 8taént of Financial Accounting Standards No. 144;c¢@unting for the Impairment of
Disposal of Long-Lived Assets” and is presented aarrent asset in the balance sheet as of Jurz9@8, The Company’s costs under the
Development Agreement were $6.8 million as of 22862007 and June 29, 2006, $5.6 million of whiheicorded as “Asset Held for Sale”
and $1.2 million is recorded as “Rental Investnfémperty” as of June 28, 2007. The entire $6.8ionilvas recorded as “Other Assets” as of
June 29, 2006. The Company has reviewed the asdet the Development Agreement for realization, @mttluded that no adjustment of

the carrying value is required.

The Company’s business is seasonal. Demand foupaad tree nut products is highest during the oot October, November and
December. Peanuts, pecans, walnuts and almondSptheany’s principal raw materials, are primarityghased between August and
February and are processed throughout the yedrthmtiollowing harvest. As a result of this seaddp, the Company’s personnel
requirements rise during the last four months efd¢alendar year. This seasonality has also impaecteaicity utilization at the Company’s
Chicago area facilities, with these facilities inaty operated at full capacity during the lastrfowonths of the calendar year. The transfer of
production to the New Site should alleviate the @any’s prior capacity restraints during these tpeeods. The Company’s working capital
requirements generally peak during the third quarte¢he Company’s fiscal year.

Results of Operation

The following table sets forth the percentage iahesthip of certain items to net sales for the pgimdicated and the percentage increase or
decrease of such items from fiscal 2006 to fis@872and from fiscal 2005 to fiscal 2006.

Percentage of Net Sale Percentage Increase/Decreas

Fiscal 2005 Fiscal 2006
Fiscal 2007 Fiscal 2006 Fiscal 2005 vs. 200€ vs. 2005

Net sales 100.(% 100.(% 100.(% (6.6€)% (0.9%
Gross profit 7.6 6.4 13.t 10.¢ (52.7)
Selling expense 7.2 6.9 6.8 (2.9 1.3
Administrative expense 3.0 2.6 2.1 8.6 21.¢€
Gain related to real estate se (0.€) (0.2 — 224.1 —
Goodwill impairment los: — 0.2 — — —
(Loss) income from operatiol 2.1 3.2 4.6 38.2 (168.9

Fiscal 2007 Compared to Fiscal 2006

Net Sales. Net sales decreased to $541.4 million for fit#7 from $579.6 million for fiscal 2006, a decrea$ $38.2 million or 6.6%. Unit
volume, measured in terms of pounds shipped, deedday 1.0% in fiscal 2007 compared to fiscal 2008vever, fiscal 2007 sales included

a significant increase in raw peanut sales to gteanut processors at nominal margins. Excludiagehaw peanut sales, sales volume would
have decreased 6.0% for fiscal 2007 compared ¢alfZ006.

Net sales in the consumer distribution channelafsed by 5.3% in dollars and 6.5% in volume inafi@®07 compared to fiscal 2006. T
unit volume sales decrease in the consumer disimibehannel was primarily responsible for the @alledecrease in unit volume sales. The
decrease in consumer sales volume was due printardibpver sales of private label products due toltss of a significant private label
customer at the end of fiscal 2006. Sales volunte@fCompany’s Fisher brand decreased 3.4% faalf&@07 compared to fiscal 2006.
Significant increases in Fisher baking nut salesm@igjor customer were more than offset by losinass and lower promotional activity at
other customers. Private label consumer sales aseaeby 7.3% for fiscal 2007 compared to fiscal2@® stated previously, the loss of a
significant private label customer was the primeaiyse for the decline. Also, private label saleselsiffered due to a low retail price
differential between private label and major brangducts. The Company has recently secured newtpriabel business that should gene
approximately $25.0 million in new sales on an aiasis.
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Net sales in the industrial distribution channedrdased by 14.9% in dollars, but increased 14.48&les volume in fiscal 2007 comparec
fiscal 2006. The sales volume increase is due dlerggely to sales of raw peanuts to other pegnatessors that occurred in fiscal 2007.
Excluding these raw peanut sales, industrial sal@sme would have decreased 9.4% for fiscal 200Wp=ared to fiscal 2006. The decrease in
industrial sales volume for fiscal 2007 (excludiagv peanut sales) was due primarily to industustaemers not using nuts as ingredients in
new products because of the high costs of treefouthe 2005 crop year. Since tree nut costs lszaliin the 2006 crop year, industrial
customers are using nuts in products that shouldtbeduced in the future. Consequently, salesm@tio industrial customers should
improve in fiscal 2008.

Net sales in the food service distribution chamteareased by 4.0% in dollars and 1.0% in volunfesgal 2007 compared to fiscal 2006. 1
average selling price per pound decreased in fX2@F compared to fiscal 2006 due primarily todkerall lower average cost of nuts and
greater marketing program expenditures.

Net sales in the contract packaging distributioarctel increased by 0.3% in dollars, but decreas®¥ & volume in fiscal 2007 compared
fiscal 2006 primarily due to lower sales volumeétte Company’s major contract packaging customer.

Net sales in the export distribution channel desday 1.3% in dollars and 4.2% in volume in fi@07 compared to fiscal 2006. T
volume decrease is due primarily to lower almongbhyduct sales as the Company processed fewer dbrinriiscal 2007 than fiscal 2006.

The following table shows a comparison of saleslistribution channel, and as a percentage of tatéales (dollars in thousands):

Distribution Channel Fiscal 2007 Fiscal 2006
Consume $277,41( 51.2% $292,89( 50.6%
Industrial 111,99¢ 20.7 131,63! 22.1
Food Service 61,76: 11.4 64,35¢ 11.1
Contract Packagin 45,00: 8.3 44,87 7.7
Export 45,20« 8.4 45,80¢ 7.9
Total $541,37¢ 100.(% $579,56:¢ 100.(%

The following table shows an annual comparisoratés by product type as a percentage of total grales. The table is based on gross sales
rather than net sales, because certain adjustnserts,as promotional discounts, are not allocabfgaduct type.

Product Type Fiscal 200° Fiscal 200¢
Peanut: 20.(% 20.1%
Pecan: 22.Z 21.€
Cashews & Mixed Nut 21.1 22.4
Walnuts 13.7 11.€
Almonds 13.c 15.4
Other 9.€ 8.5
Total 100.(% 100.(%

Gross Profit. Gross profit in fiscal 2007 increased 10.8% to $4tillion from $37.1 million for fiscal 2006. Grogsofit margin increased to
7.6% for fiscal 2007 from 6.4% for fiscal 2006. Tiherease in gross margin was due primarily tooerall lower average cost of tree nuts
and the significant negative effects of almondsaidiscal 2006. These factors were partially efffsy increases in unfavorable production
variances of approximately $10.3 million. Unfavdeaproduction variances arose as a result of &4 8l€crease in pounds produced in fiscal
2007 versus fiscal 2006 while spending increased.$%. Spending increased mainly due to a sigmfipartion of the Company’s new
facility being placed into service while operatiarmitinue in the existing Chicago-area productagilities. The temporary redundant
manufacturing costs of operating out of four faig$ in the Chicago area were approximately $4lliamifor the last half of fiscal 2007. Als
$4.5 million of costs were incurred at the new Elficility during the first half of fiscal 2007 wkiproduction was very limited. The new
facility accounted for 13% of the production voluthat
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occurred in the Chicago-area facilities in fisc@0?2, but accounted for 36% of the production volumiihe Chicago-area facilities for the
fourth quarter of fiscal 2007. All remaining nongifl Chicago-area production is expected to be teared during fiscal 2008.

Other factors in addition to the unfavorable inseem production variances negatively affected gsfit. Approximately $1.0 million of
moving costs were incurred during the fourth quasfdiscal 2007 to relocate machinery and equipintenthe new facility. In addition, Fish
walnut promotional activity that began late in flist quarter of fiscal 2007 that allowed the Comp#o secure new ongoing distribution of
Fisher walnut products at a major customer wermatinal gross profit margins.

Operating ExpensesSelling and administrative expenses increas&$505 million, or 10.2% of net sales, for fiscabDZ0rom $55.1 million

or 9.5% of net sales, for fiscal 2006. Selling exgees decreased to $39.0 million, or 7.2% of netssébr fiscal 2007 from $39.9 million, or
6.8% of net sales, for fiscal 2006. The decreas@ésprimarily to a $2.1 million reduction in fréigexpense due to lower fuel surcharges and
reduced sales volume, partially offset by $1.4iomillof expenses related to the Company’s new Higion facility. Administrative expenses
increased to $16.5 million, or 3.0% of net salesfiscal 2007 from $15.2 million, or 2.6% of netes, for fiscal 2006. This increase was due
primarily to a $0.5 million increase in consultifees, a $0.4 million increase in compensation egpemd a $0.3 increase in legal and audit
expenses. Also included in operating expensesdoalf2007 and fiscal 2006 are gains of $3.0 nmilémd $0.9 million, respectively, relatec
real estate sales. A goodwill impairment loss aR3$illion was recorded for fiscal 2006, as failueaof the Company’s business at June 29,
2006 was determined to be below net book valueler@ was no implied fair value of the Company’sdwill.

Loss from Operation:. Due to the factors discussed above, the loss fieenations was $11.3 million, or 2.1% of net salesfiscal 2007,
compared to $18.3 million, or 3.2% of net salesfifcal 2006. Continued losses of this magnitudeilel create doubt as to the Company’s
ability to continue as a going concern.

Interest Expense. Interest expense increased to $9.3 million fecdl 2007 from $6.5 million for fiscal 2006. Thixrease was caused
primarily by higher average levels of borrowinggjHer interest rates on the Company’s credit fieediand a $0.9 decrease in interest
capitalized in fiscal 2007 compared to fiscal 2006.

Rental and Miscellaneous (Expense) Income, NNet rental and miscellaneous (expense) income waspense of $0.6 million for both
fiscal 2007 and fiscal 2006.

Income Taxes. Income tax benefit was approximately $7.6 million35.7% of loss before income taxes, for fist207, compared to incon
tax benefit of $8.7 million, or 34.2% of loss befancome taxes, for fiscal 2006. The increasednmetax benefit rate is due primarily to
fiscal 2006 containing a goodwill impairment logsb&.2 million which is not deductible for tax pages.

Net Loss. Net loss was $13.7 million, or $1.29 basic ardtdd per common share, for fiscal 2007, compape®il6.7 million, or $1.58 basic
and diluted per common share, for fiscal 2006, tdube factors discussed above.

Fiscal 2006 Compared to Fiscal 2005

Net Sales. Net sales decreased to $579.6 million for fi@€46 from $581.7 million for fiscal 2005, a decrea$ approximately $2.2 million
or 0.4%. Net sales would have increased in fisB862vhen compared to fiscal 2005, except that[fid@@5 contained fiftythree weeks rath
than fifty-two-weeks. Unit volume, measured in teraf pounds shipped, decreased by 10.2% in fisi@6 2ompared to fiscal 2005.

Unit volume sales decreases of 13.2% in the consdisgibution channel and 13.4% in the industdikribution channel were primarily
responsible for the overall decrease in unit volsales. The decrease in consumer sales volumeuwegsridnarily to lower sales of private
label products. Sales volume of the Company’s Fibhend decreased 4.5% for fiscal 2006 compardiddal 2005. The private label
decrease was caused in large part by the lossvat@iabel business in the latter part of fisd@02 with customers that would not accept
increases. Also, market studies have shown aishifinsumer preference to branded snack nuts awaygrivate label as the price
differential between branded and private label potglhas narrowed. Market studies have also shaeti@ase in overall nut category
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volume sales during fiscal 2006. The decrease itrvofume sales in the industrial distribution chahwas caused primarily by reduced
demand due to the higher costs of tree nuts. Whitnre sales decreased by 3.8% and 1.6% in thedeiwice and contract packaging
distribution channels, respectively, and incredse.2% in the export distribution channel.

The following table shows a comparison of saleslisyribution channel, and as a percentage of tatbales (dollars in thousands):

Distribution Channel Fiscal 2006 Fiscal 2005
Consume $292,89( 50.6% $298,29¢ 51.2%
Industrial 131,63! 22.7 132,90( 22.¢
Food Service 64,35¢ 11.1 61,29 10.t
Contract Packagin 44,87 7.7 45,18 7.8
Export 45,80¢ 7.9 44 ,05¢ 7.€
Total $579,56:- 100.(% $581,72¢ 100.(%

The following table shows an annual comparisoratésby product type as a percentage of total grales. The table is based on gross sales
rather than net sales, because certain adjustnserts,as promotional discounts, are not allocabf@aduct type.

Product Type Fiscal 200¢ Fiscal 200!
Peanut: 20.1% 22.4%
Pecan:s 21.¢ 23.Z
Cashews & Mixed Nut 22.4 22.7
Walnuts 11.€ 9.4
Almonds 15.4 13.F
Other 8.5 8.7
Total 100.(% 100.(%

Gross Profit. Gross profit in fiscal 2006 decreased 52.7% to B&Tillion from approximately $78.4 million for fiat 2005. Gross profit
margin decreased to 6.4% for fiscal 2006 from 13f&f4iscal 2005. The two major factors for thersfgcant decline in gross profit and gross
profit margin were (i) a 16% decline in productiaslume in fiscal 2006 compared to fiscal 2005, éiydosses on almond sales due to a
substantial decline in market costs after the prment costs of almonds were fixed. The major campts contributing to the decrease in
gross profit of $41.3 million may be summarizeda®ows:

Amount

(in millions)
Impact of 16% production volume decli $ 19.c
Decrease in gross profit on almond s 10.2
Industrial almond contract loss rese 2.C
Bulk stored inventory adjustmer 3.6
Disposal and reserve for walnut and almon-products and packaging materi 2.8
Increase in worke’ compensation expen 0.8
Other 2.2

$ 41c:

The decreases in sales volume led to a corresppui@icrease in production. Also, production furtthecreased due to a concerted effort to
reduce finished goods inventory levels. Manufactyexpenses of a fixed nature do not decreasetétbecrease in production. Accordin
the production volume decline reduced the Compagndss profit by $19.3 million. Almonds also sevg&fected the Company’s
profitability. Aimond sales generated a decreasgrass profit of $10.3 million in fiscal 2006 comipd to fiscal 2005. A significant decrease
in the market price for almonds occurred afterGloenpany’s costs to procure almonds were fixed. Mhgrity of the Company’s almond
sales are to industrial customers on fixed priggreets. For competitive reasons, the Company edteto fixed price almond
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sales contracts at unfavorable prices with majstauers in order to maintain good relationship£220 million reserve remained at June 29,
2006 for losses expected on the fulfillment of éxgrice almond sales contracts during the first dfafiscal 2007. The Company maintains
significant quantities of bulk stored inshell interes. $3.4 million in adjustments to increaseahgmated quantities of bulk stored
inventories were recorded during fiscal 2005, whilg0.5 million adjustment was recorded to decrdasestimated quantities of bulk stored
inventories as of June 29, 2006, resulting in & $3llion change in gross profit between fiscal @@hd fiscal 2005. An increase in the
processing of almonds and walnuts led to an inere@athe production of by-products. The proces$ediang and slivering almonds
inevitably result in the production of by-productéie walnut by-products were caused by poor qualithell walnuts that required additional
reprocessing. Along with the identification of olide packaging materials, the generation of by-petalaffected gross profit by $2.8 million
in fiscal 2006. Workers’ compensation expense imsed by $0.8 million in fiscal 2006 compared tadls2005 due primarily to a change in
estimate in fiscal 2006.

Operating ExpensesSelling and administrative expenses increas&b%ol million, or 9.5% of net sales, for fiscal B0fdom $51.8 million,
or 8.9% of net sales, for fiscal 2005. Selling exges increased to $39.9 million, or 6.9% of netsébr fiscal 2006 from $39.4 million, or
6.8% of net sales, for fiscal 2005. The increass ege primarily to an increase of $0.4 million engral advertising expenses. Administra
expenses increased to $15.2 million, or 2.6% ofakds, for fiscal 2006 from $12.4 million, or 2.1¥mnet sales, for fiscal 2005. This incre
was due primarily to $1.8 million of expenses rethto a supplemental retirement plan adopted inuaug005 and to a $0.4 million increase
in legal expenses relating primarily to the fagilibnsolidation project and new financing arrangetsieAlso included in operating expenses
for fiscal 2006 is a $0.9 million gain related &al estate sales. A goodwill impairment loss o2$tillion was recorded for fiscal 2006, as
value of the Company’s business at June 29, 2086determined to be below net book value and thesene implied fair value of the
Company'’s goodwill.

(Loss) Income from OperationsDue to the factors discussed above, the loss fimenations was $(18.3) million, or (3.2)% of netesalfor
fiscal 2006, compared to income from operation$2§.6 million, or 4.6% of net sales, for fiscal 80Continued losses of this magnitude
would create substantial doubt as to the Compaatyilty to continue as a going concern.

Interest Expense. Interest expense increased to $6.5 million fecdl 2006 from $4.0 million for fiscal 2005. Additially, $1.8 million of
interest was capitalized pertaining to the Compsaifgtility consolidation project during fiscal 200his increase was caused primarily by
higher average levels of borrowings and a highteré@st rate on the Company’s revolving bank criedility.

Rental and Miscellaneous (Expense) Income, NNet rental and miscellaneous (expense) income waxpense of $0.6 million for fiscal
2006 compared to income of $1.2 million for fis2@D5. The decrease of $1.8 million was caused pgrses at the office building at the
New Site, including depreciation, exceeding remeabme. This net expense is expected to contintitautarger portion of the office buildin
at the New Site is rented.

Income Taxes. Income tax benefit was approximately $8.7 million34.2% of loss before income taxes, for fist206, compared to incon
tax expense of $9.3 million, or 39.0% of incomedoefincome taxes, for fiscal 2005. The change érefffiective rate for fiscal 2006 is due
primarily to the non-taxable nature of the goodwipairment loss of $1.2 million, and $0.5 milliestablished as a valuation allowance
related to state income tax net operating losy/fawards.

Net (Loss) Income. Net loss was $(16.7) million, or $(1.58) basid ailuted per common share, for fiscal 2006, coragdo net income of
$14.5 million, or $1.37 basic per common share3$diluted), for fiscal 2005, due to the factorsadissed above.

Liquidity and Capital Resource

General

The primary uses of cash are to fund the Companwy®nt operations, including its facility consaligbn project, fulfill contractual
obligations and repay indebtedness. Also, variowgrainties could result in additional uses ohcas
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such as those referred to under Part I, Item 1AsKRactors”. The primary sources of cash are tesfiloperations, availability under the
Bank Credit Facility and proceeds from propertypdistions.

Cash flows from operating activities have histdhicheen driven by net income but are also sigaifity influenced by inventory
requirements, which can change based upon fluongtn both quantities and market prices of théousrnuts the Company sells. Current
market trends in nut prices and crop estimatesialpact nut procurement.

Net cash provided by operating activities was $2&ilbon for fiscal 2007 compared to $41.0 milliéor fiscal 2006. The decrease is ¢
primarily to a $31.4 million decrease in inventgrauring fiscal 2007 compared to a $53.2 millioordase in inventories during fiscal 2006.
As a result of the reclassification of $46.9 mitliof amounts due past twelve months under the Ngteement to current maturities of long-
term debt, the Company’s working capital is only &lmillion.

During the first quarter of fiscal 2007, the Compaeceived $17.5 million in proceeds from the s#lés Chicago area facilities, $7.6 million
of which was received by one of the Company’s aghips, which was previously consolidated as bk interest entity. The Company
received $14.3 million in proceeds from the saléSelma, Texas properties to two related paatyngrships. The transaction is being
accounted for similar to that of accounting undeapital lease.

The Company repaid $14.1 million of long-term debting fiscal 2007, $2.0 million of which relateulthe prepayment of the Arlington
Heights mortgage. The Arlington Heights facilitysvsold during the first quarter of fiscal 2007.3$#illion of long-term debt payments
related to payments made by one of the Companytagrahips, which was previously consolidated aar@able interest entity. $7.2 million
of scheduled principal payments were made duriscafi2007 according to the terms of the Note Agergm

Plans To Continue as a Going Conce

The Company’s ability to continue as a going conégdependent on the ability of the Company tarreto historic levels of profitability

and, in the near term, obtain either funding freewrsources or on-going waivers from the LendersNwtéholders of amounts due pursuant
to the Company’s primary financing arrangement® @&ktent of the Company’s losses in fiscal 2006201, the non-compliance with
restrictive covenants under its primary financiagilities and uncertainties related to meetingreiestrictive covenants under its primary
financing facilities raise substantial doubt wiéspect to the Company’s ability to continue asiagyooncern. The significant losses incurred
for fiscal 2006 and the first half of fiscal 200&me caused in large part by the decline in the etgrkice for almonds after the 2005 crop was
procured. Sales of the 2005 almond crop were caengpiea November 2006 (the second quarter of fi268l7). Almond profit margins
returned to normal historical levels in Decembed@0rhe Company no longer purchases almonds dirgoth growers and discontinued its
almond handling operation conducted at its Gustiaifornia facility during the third quarter offial 2007. The Company decided to
discontinue its almond handling operation in ofdereduce the commodity risk that had such a sicanit negative financial impact in fiscal
2006 and to eliminate the significant labor costsoaiated with processing almonds purchased dirfrotin growers that could not be
recovered completely when the almonds were soldlé/tte decline in the market price of the 20050catmonds negatively affected the
Company’s profitability through the first half aé€al 2007, the loss incurred during the last baffscal 2007 was due primarily to
insufficient sales volume and expenses relatedgddmpany’s relocation of its Chicago area openatto its new facility in Elgin, lllinois.
The Company will continue to incur costs of appnoately $1.0 million per month at its old Chicageatocations through fiscal 2008 as
production lines are transferred to the new facilitElgin.

Management further addressed the Company’s abiligpntinue as a going concern by conducting @bfiity reviews of approximately 200
items which led to price increases and discontineaf certain items. During the fourth quarteris€él 2007, the Company conducted an
intensive review of walnut operations at its GustiGalifornia facility and created an action planméduce waste and loss in the shelling
operation. The Company expects that this plan, vimicludes new equipment, will be completed indls2008. Management has developed
and will continue to develop action plans at atlifiies to reduce manufacturing expenses. Manageimes also decided to accelerate the
move of its existing equipment at its Chicago desdlities to the new Elgin facility. The relocati@f the equipment is now scheduled to be
completed by the end of calendar 2007 versus tigenat schedule of the end of calendar 2008. While
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additional costs are expected to be incurred duhedirst half of fiscal 2008, the acceleratioreigected to generate net cost savings over an
eighteen month period. Also, the Company engagadfitability enhancement consultant (which wagquirement relating to the waivers
received from the Lenders and Noteholders for mmmgiance with financial covenants for the thirdager of fiscal 2007) to further review
the profitability of the Company’s sales. The Compalso expects to achieve operational efficienaease all production is integrated into

the new facility.

While the initiatives described above are expettachprove efficiencies and generate cost savitigsCompany cannot endure further sales
volume reductions if it is to return to historideVvels of profitability, realize the benefits omgilly expected from the Company’s new facility
and continue as a going concern. The Company ilehcteveloping plans, especially for its Fisheard, with the intention of increasing
sales and gross margin. As a result of these sffttre Company has secured additional private labshess that should generate
approximately $25 million in new sales on an antalis. Other new business opportunities are hqgingued across all of the Company’s
distribution channels.

In order for the Company to continue as a goingceam, it must be able to secure on-going finanwiitg attainable restrictive covenants for
at least an annual period from lenders. The Commayrrently not in compliance with restrictivedincial covenants under its primary
financing facilities, although waivers have beetereed for current and anticipated non-compliandé the EBITDA covenant in the Note
Agreement and working capital covenants in the Barddit Facility and Note Agreement through anduding the first quarter of fiscal
2008. The Company will need to either (i) securé/ers from the existing Lenders and Noteholderswomngoing basis or amend the Note
Agreement and Bank Credit Facility, or (ii) obtaiiternative financing with attainable restrictivevenants. The Company has engaged a
party to actively explore financing alternatives file Company. The Company believes it would be &bkecure alternative financing to
replace its existing financing arrangements, butldde required to pay an estimated $3.0 - $3.8amiln debt extinguishment charges.

Management believes that the implementation ofrtiiatives described above should enhance futperating performance; however, the
discontinuance of the almond handling operationtaacdefforts to reduce unprofitable items will likéead to a decline in net sales, which
could negatively impact the Company’s ability tabfit from the facility consolidation project. Virally all of these sales were significantly
unprofitable in fiscal 2006 and nominally profitabh fiscal 2007. The discontinuance of purchasimgonds directly from growers is
expected to free up working capital for debt rethucand/or purchases of other nuts that typicadijvér a higher gross profit than the gross
profit from almonds.

In summary, management believes that the stepd thed taken and will take to improve operating@enance and overall decreased nut
acquisition costs should enhance its ability tameto historic levels of profitability.

If the Company is not able to achieve these ohjestithe Company’s financial condition will be achady affected in a material way. The
consolidated financial statements do not includeadjustments that might result from the outcomthisf uncertainty.

Financing Arrangements

On July 27, 2006, the Company amended its unsequiedbank credit facility into the Bank Creditd#ity, a secured facility. The Bank
Credit Facility provides for $100.0 million in seed borrowings and is comprised of (i) a workingita revolving loan which provides
working capital financing of up to $94.0 million the aggregate, and matures on July 25, 2009,i$6 0 million for the IDB Letter of
Credit maturing on June 1, 2011 to secure the nidlisevelopment bonds which financed the consimacof a peanut shelling plant in 1987.
The Bank Credit Facility also allows for an amendirte increase the total amount of secured borrgsvin $125.0 million at the election of
the Company, the agent under the facility and amaare of the Lenders under the facility. Borrowsnghder the Bank Credit Facility accrue
interest at a rate, the weighted average of whiahk 838% at June 28, 2007, determined pursuarfotonalla based on the agent bank’s
reference rate or the Eurodollar rate, as elecyetido Company. The level of the applicable interast varies depending upon the Company’s
quarterly financial performance, as measured byattaélable borrowing base. The Bank Credit Faciigs amended on June 1, 2007 (the
“Bank Credit Facility Amendment”) to waive all n@ompliance with restrictive financial covenantstigh the third quarter of fiscal 2007
and the first two interim periods of the fourth ¢ea of fiscal 2007. The Bank Credit Facility Amenent also increased the Company’s
interest rate on outstanding amounts under the Baadit Facility by 0.25%, required the Companykbtain and maintain the services of a
financial consultant to assist the Company witlbiisiness and
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financial planning and financial reporting to theriders and required the Company to pay a $0.lomilimendment fee. As of June 28, 2007,
the Company had $16.2 million of available creditler the Bank Credit Facility.

The terms of the Bank Credit Facility include cartaestrictive covenants that, among other thingguire the Company to maintain certain
specified financial ratios (if the borrowing basebelow a designated level), restrict certain itmesits, indebtedness and capital expenditures
and restrict certain cash dividends, redemptioreapftal stock and prepayment of certain indebtsslioé the Company. The Lenders are
entitled to require immediate repayment of the Canys obligations under the Bank Credit Facilityttie event the Company defaults on
payments required under the Bank Credit Facilibesdnot comply with the financial covenants corgdim the Bank Credit Facility, or upon
the occurrence of certain other defaults by the gamy under the Bank Credit Facility (including daddt under the Note Agreement, as
defined below). The Company is required to payrmigation fee of $1.0 million if it terminates tlBank Credit Facility in the second year of
the agreement.

In order to finance a portion of the Company’s ligcconsolidation project and to provide for ther@pany’s general working capital needs,
the Company received $65.0 million pursuant to & parchase agreement (the “Note Agreement”) edtiete on December 16, 2004 with
various Noteholders at a 4.67% annual interest €xtelJuly 27, 2006, the Note Agreement was ametaweamong other things, increase the
interest rate from 4.67% to 5.67% per annum, wallyeon-compliance with financial covenants througime 29, 2006, secure the Company’
obligations and modify future financial covenarthe Note Agreement was further amended on Jun@Ql;, ® waive all non-compliance
with restrictive financial covenants through thedhguarter of fiscal 2007, increase the interagt to 5.92%, require the Company to obtain
and maintain the services of a financial consultargissist the Company with its business and filshptanning and financial reporting to the
Noteholders and require the Company to pay a $dlibmamendment fee. Additionally, the Companyesuired to pay an excess lever:
fee of up to an additional 1.00% per annum dependpon its leverage ratio and financial performarite Note Agreement requires semi-
annual principal payments of $3.6 million plus net&t through December 1, 2014. The Company hasptien to prepay amounts outstand
under the Note Agreement. Any such prepayment beibdr at least 5% of the outstanding amount atithe of prepayment up to 100%. A
prepayment fee would be incurred based on therdiffeal between the interest rate in the Note Agreret and .50% over published U.S.
treasury securities having a maturity equal toréimeaining average life of the prepaid principal amts. If a prepayment is made in fiscal
2008, the debt extinguishment charges are estintatied $2.0 to $2.5 million, assuming no changehénU.S. treasury securities interest
rates.

The terms of the Note Agreement, as amended, iaadedain restrictive covenants that, among othiegs, require the Company to maintain
certain specified financial ratios, attain minimgonarterly adjusted EBITDA levels of $8.0 millionrpguarter for fiscal 2008 (although
compliance with this covenant has been waivedHerfirst quarter of fiscal 2008), restrict certamestments, indebtedness and capital
expenditures and restrict certain cash divideret¥emptions of capital stock and prepayment of temaebtedness of the Company.
EBITDA is calculated in accordance with provisiamgler the Note Agreement and may be adjusted ftaingtems of income and expense,
including gains and losses on the sale of assetsign expense and certain other non-cash expértsedloteholders are entitled to require
immediate repayment of the Company’s obligationdeurthe Note Agreement in the event the Companguliisfon payments required under
the Note Agreement, non-compliance with the finahcovenants, or upon the occurrence of certaiaratbfaults by the Company under the
Note Agreement (including a default under the B@n&dit Facility).

The Company was not in compliance with certainrfgial covenants contained in the Bank Credit Rgcdind Note Agreement as of the end
of the fourth quarter of fiscal 2007 and expectbd¢dn noneompliance with the same covenants in fiscal 2@p&cifically, the Company wi
not in compliance with quarterly covenants for tberth quarter of fiscal 2007 since the Companyrditachieve the minimum adjusted
quarterly EBITDA requirement under the Note Agreamehich is a cross-default under the Bank Crediilty. Also, the Company was not
in compliance with the minimum monthly working cegpirequirement under the Bank Credit Facility &tate Agreement as of the end of
fiscal 2007. The Company received waivers fromltbieders and Noteholders for current and anticipatedcompliance with the EBITDA
covenant in the Note Agreement and working capit&enants in the Bank Credit Facility and Note Agnent through and including the first
quarter of fiscal 2008. As a result of any futuom+tompliance by the Company, the Lenders and Ntdels may demand immediate
payment for all amounts outstanding pursuant tBiduek Credit Facility and Note Agreement, respeadyivand in certain circumstances the
Company could be required to prepay outstanding loilances as required by such agreements andttrereditor Agreement. The
Company has engaged a third party to actively egdioancing alternatives for the Company. The Canypbelieves it would be able to
secure
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alternative financing to replace the Bank Creditilig and Note Agreement on terms acceptable éoGbmpany, although there can be no
assurances that such alternative financing coulnbbened.

Sustained losses by the Company, the inabilitgteive waivers from the Lenders and Noteholdersmegotiate acceptable terms with the
Lenders and Noteholders, the inability to secuteraditive financing for amounts due pursuant toNb&e Agreement and/or Bank Credit
Facility, and/or continued non-compliance with toenants or warranties in the Company’s Bank Creatility and Note Agreement would
have a material adverse effect on the Companyantiral position, results of operations and cashgldn addition, the occurrence of such
events would adversely affect the Company’s abititpursue its business plans, objectives andntirage as a going concern. Presently,
there is substantial doubt with respect to the Camygifs ability to continue as a going concern. Roogerview of management’s plans to
continue as a going concern see “Plans to ContsweGoing Concern.”

The Company entered into a Security Agreement thighenders under the Bank Credit Facility (theritlers”) and the noteholders under the
Note Agreement (th“Noteholders”) whereby the Company granted colkitarterests in certain of the Company’s assetsidticg, but not
limited to, accounts receivable, inventories andigment to the Lenders and Noteholders. The Compéstygranted liens against the
Company’s real property located in Elgin, lllin@isd Gustine, California to the Lenders and Notedrsld

On August 6, 2007, the Company notified the Notdéid and the Lenders that it was not in compliavite financial covenants as of and for
the quarter ended June 28, 2007. As such, a ShRerigd, as defined in the Intercreditor Agreenambng the Company, Noteholders and
Lenders (the “Intercreditor Agreement”), commenoadAugust 6, 2007 and was not waived by the preshomentioned waivers through the
first quarter of fiscal 2008. Per the terms of lifieercreditor Agreement, new advances by the Lendaring the Sharing Period are to be
repaid from cash collateral receipts prior to @tapayments to the Lenders and the Noteholdeesisting debt outstanding at the
commencement of the Sharing Period. As such, caltdteral receipts will continue to be applied bg Collateral Agent, as defined in the
Intercreditor Agreement, to the amount outstandinder the Bank Credit Facility provided that thelagation does not reduce the balance to
an amount less than $65.3 million. To the exteat the application of cash collateral receipts woeduce the balance outstanding under the
Bank Credit Facility to an amount less than $65ilion, those receipts will not be applied and vii# held in the cash collateral account by
the Collateral Agent, who is then required to mpkerata payments to the Lenders and the Notelohtdeast once every 20 days. Abser
agreement ending the Sharing Period, any cashe@llaeld by the Collateral Agent per the forega@n the open of business currently on
September 14, 2007 will be used to make pro ratenpats to the Lenders and the Noteholders.

As of June 28, 2007, the Company had $5.5 millioaggregate principal amount of industrial develeptbonds outstanding, which was
originally used to finance the acquisition, constian and equipping of the Company’s Bainbridgeo@e facility. The bonds bear interest
payable semiannually at 4.55% (which was reseuoe 1, 2006) through May 2011. On June 1, 2011 panehch subsequent interest reset
date for the bonds, the Company is required toaedéne bonds at face value plus any accrued argidinierest, unless a bondholder elects
to retain his or her bonds. Any bonds redeemedh®yCompany at the demand of a bondholder on tlet dese are required to be remarketed
by the underwriter of the bonds on a “best effolasis. Funds for the redemption of bonds on tineadel of any bondholder are required to
be obtained from the following sources in the fallog order of priority: (i) funds supplied by the@pany for redemption; (ii) proceeds fri
the remarketing of the bonds; (iii) proceeds frodrawing under the IDB Letter of Credit; or (iv)timne event funds from the foregoing
sources are insufficient, a mandatory payment byGbmpany. Drawings under the IDB Letter of Créalitedeem bonds on the demand of
any bondholder are payable in full by the Compapgrudemand by the Lenders under the Bank Credilittyatn addition, the Company is
required to redeem the bonds in varying annuaalimsénts, ranging from $0.3 million in fiscal 208¥$0.8 million in fiscal 2017. The
Company is also required to redeem the bonds taioesther circumstances; for example, within 189siafter any determination that inte

on the bonds is taxable. The Company has the gidsject to certain conditions, to redeem the batdace value plus accrued interest, if
any.

In September 2006, the Company sold its Selma, STps@perties to two related party partnershipssfigt.3 million and is leasing them back.
The selling price was determined by an independpptaiser to be the fair market value which alswraximated the Company’s carrying
value. The lease for the Selma, Texas propertisahan-year term at a fair market value rent #ithe five-year renewal options. Also, the
Company has an option to purchase the propertes fr
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the partnerships after five years at 95% (100%eitain circumstances) of the then fair market vahug not to be less than the $14.3 million
purchase price. The financing obligation is beiogoaunted for similar to the accounting for a cdpéase, whereby $14.3 million was
recorded as a debt obligation, as the provisionte@frrangement are not eligible for sale-leadebacounting. No gain or loss was recorded
on the transaction. These partnerships were prsyi@onsolidated as variable interest entities.eBam reconsideration events in the third
quarter of 2006 and in the first quarter of fis@07, the Company determined the partnerships m@fenger subject to consolidation as
variable interest entities. These partnershipsarenger considered variable interest entitiegesatlto consolidation as the partnerships had
substantive equity at risk at the time of enteririg the Selma, Texas sale-leaseback transaction.
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Capital Expenditures

The Company made $36.4 million of capital expendsun fiscal 2007 compared to approximately $4dil8on in fiscal 2006. The decrease
is due primarily to a $6.4 million decrease in talpgxpenditures unrelated to the expansion andfroation to the New Site. Future capital
expenditures related to the facility consolidatiwnject are not expected to be significant. Toggial expenditures for fiscal 2008 are
estimated to be $8 million.

Capital Resources

As of June 28, 2007, the Company had $16.2 miliibavailable credit under the Bank Credit Faciliijhe Company expects to receive
proceeds in excess of $5.6 million for the asskt fue sale during the second quarter of fiscal®cheduled long-term debt payments,
including interest for fiscal 2008 are $59.2 mitljavhich includes the reclassification of all amtsudue pursuant to the Note Agreement as
current. Scheduled operating lease payments aten§iftion. See “Plans To Continue as a Going Contabove.

Contractual Cash Obligations

At June 28, 2007, the Company had the followingtiamtual cash obligations for long-term debt (imthg scheduled interest payments),
capital leases, operating leases, the revolvinditcf&cility and purchase obligations (amountshausands):

Less Than More Than
Total 1 Year 1-3 Years 3-5 Years 5 Years

Long-term debt $105,36¢ $ 59,167 $ 8,654 $ 7,11¢ $ 30,43
Capital lease obligatior 1,15z 281 562 31C —
Minimum operating lease commitmel 3,72¢ 2,10¢ 1,32¢ 291 —
Revolving credit facility borrowing 73,281 — 73,28 — —
Purchase obligatior 83,21 83,21: — — —
Total contractual cash obligatio $266,74. $144,76¢ $83,82¢ $ 7,715 $ 30,43

The purchase obligations include $83,212 of invgnpurchases. Additionally, the Company has $9 @g%ojected retirement obligations
recorded on its balance sheet as of June 28, Z@&7Note 12 in the Notes to Consolidated FinarStetements for further details. Also, as a
licensed United States Department of Agriculture Wiarehouse Operator, the Company is responsiblédiovering the loan value of the
peanut inventory in its possession as represeméeldeowarehouse receipt to the holder of the waredoeceipt on demand. The Company is
responsible for any decline in the value of thenpé@ventory due to decline in quality or shrinka@jo amounts related to a potential decline
in the value of peanut inventory are included i sikhedule above.

Critical Accounting Policies and Estimates

The accounting policies as disclosed in the Naig3dnsolidated Financial Statements are appliea @oing concern basis in the preparation
of the Companys financial statements and accounting for the upithgrtransactions and balances. A going concesislieeats the realizatic
of assets and the satisfaction of liabilities tdrbthe normal course of business. The policiesudised below are considered by the
Company’s management to be critical for an undaedstey of the Company’s financial statements bec#lus@application of these policies
places the most significant demands on managemedgsnent, with financial reporting results relyiog estimation regarding the effect of
matters that are inherently uncertain. Specifiks;i$f applicable, for these critical accountindipies are described in the following
paragraphs. For a detailed discussion on the apijglic of these and other accounting policies, sete [¥ of the Notes to Consolidated
Financial Statements.

Preparation of this Annual Report on Form 10-K ieggithe Company to make estimates and assumpltiahaffect the reported amounts of
assets and liabilities, disclosures of contingssets and liabilities at the date of the Compsifipiancial statements, and the reported amc
of revenue and expenses during the reporting pefiodial results may differ from those estimatespeially if there is doubt as to the
appropriateness of using a going concern bastsein t
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preparation of the consolidated financial statesiefte consolidated financial statements do ndadecany adjustments relating to the
recoverability and classification of recorded assebunts or the amounts and classification of lités that might be necessary should the
Company be unable to continue as a going concern.

Revenue Recognition

The Company recognizes revenue when persuasiversgdf an arrangement exists, title has transfélbrased upon terms of shipment),
price is fixed, delivery occurs and collectionéasonably assured. The Company sells its prodadisrisome arrangements which include
customer contracts which fix the sales price foiquks typically of up to one year for some indwudtdustomers and through specific progri
consisting of promotion allowances, volume and @usr rebates and marketing allowances, among otfeecsnsumer and food service
customers. Reserves for these programs are ebethlimsed upon the terms of specific arrangem@atsenues are recorded net of rebates
and promotion and marketing allowances. Revenuealao recorded net of customer deductions whielpeovided for based on past
experiences. The Company’s net accounts receiwadliedes an allowance for customer deductions. Bilstomers do have the right to
return products, past experience has demonstiaétgroduct returns have been insignificant. Pioxs for returns are reflected as a
reduction in net sales and are estimated basedaystomer specific circumstances.

Inventories

Inventories, which consist principally of inshelllk-stored nuts, shelled nuts and processed aridagad nut products, are stated at the lower
of cost (first-in, first-out) or market. Inventoopsts are reviewed each quarter. Fluctuationsamrthrket price of peanuts, pecans, walnuts,
almonds and other nuts may affect the value ofritory and gross profit and gross profit margin. Wieapected market sales prices move
below costs, the Company records adjustments te wawn the carrying values of inventories to lowecost or market. The results of the
Company'’s shelling process can also result in chaung its inventory costs, for example based uptmahversus expected crop yields. The
Company maintains significant inventories of bulred inshell pecans, walnuts and peanuts. Quesifi inshell bulk-stored nuts are
determined based on the Company’s inventory systemsre subject to quarterly physical verificatiechniques including observation,
weighing and other methods. The quantities of &ach year bulk-stored nut inventories are genersiglled out over a ten to fifteen month
period, at which time revisions to any estimatesaso recorded.

Impairment of Long-Lived Assets

The Company reviews long-lived assets to assesseeability from projected undiscounted cash flgwhich also considers the underlying
fair value of the properties) whenever events @nges in facts and circumstances indicate thatalmging value of the assets may not be
recoverable. An impairment loss is recognized ieraping results when future undiscounted cash flanedess than the assetatrying value
The impairment loss would adjust the carrying vatuthe assets’ fair value. To date the Companynbasecorded any impairment charges.
In connection with the Company’s facility consolida project, management performed a review oftasadts existing Chicago area
facilities. There was no impairment of these asseiwever, the useful lives of certain assets waeljasted to the remaining time that the
assets are expected to be utilized.

Introductory Funds

The ability to sell to certain retail customerseofrequires upfront payments to be made by the @agnsuch payments are frequently made
pursuant to contracts that stipulate the term efagireement, the quantity and type of product&tsedid and any exclusivity requirements. If
appropriate, the cost of these payments is recaadeth asset and is amortized on a straight-liais lo&er the term of the contract. All
contracts that are capitalized include refundappitovisions. The Company expenses payments if nittew arrangement exists.

Related Party Transactions

As discussed in Notes 2, 6 and 13 of the NotesotwsGlidated Financial Statements, the Company $esiz&ce from related parties and
transacts with other related parties in the nomoatse of business. The Company believes that these
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related party transactions are conducted on tematsare competitive with other non-related entiiethe time the transactions are entered
into.

Income Taxes

The Company accounts for income taxes using art asddiability approach that requires the recdgniof deferred tax assets and liabilities
for the expected future tax consequences of eveathave been reported in the Company’s finarstéements or tax returns. Such items
give rise to differences in the financial reportengd tax basis of assets and liabilities. A vabragillowance is recorded to reduce the carrying
amount of deferred tax assets if it is more likiblgn not that all or a portion of the asset wilt he realized. Any investment tax credits are
accounted for by using the flow-through method, regbg the credits are reflected as reductions oetgpense in the year they are recognized
in the financial statements. In estimating fute tconsequences, the Company considers all expiitted events other than changes in tax
law or rates.

As of the end of fiscal 2007, the Company had axiprately $25,000 of operating loss carryforwardsdtate income tax purposes. Current
federal losses are being fully carried back todig005. All of the net operating loss (“NOL”") cgforward relates to losses generated during
the years ended June 28, 2007 and June 29, 2086033es generally have a carryforward period tfieen 5 and 10 years before expirat
The Company has provided a valuation allowanceaeelt realization of such operating loss carrynds, as it is “more likely than not”
such losses may expire unused in the future givemagement’s going concern assessment. There lisitiaiele presumption in a going
concern circumstance that the remaining state N@tytorwards will not be recoverable as future tdgdncome from sources other than the
reversal of existing future taxable temporary d#éfeces and can not be relied upon as evidence guppthe recovery of the deferred tax
asset. As a result the Company has provided atiatuallowance, which reflects the amount by wistéte income tax NOL carryforwards
are in excess of state net deferred tax liabilities

The Company evaluates the realization of defermgdssets by considering its historical taxablerime and future taxable income based L
the reversal of deferred tax liabilities. At Jurg&s 2007, other than state net operating loss camrds, the Company believes that its
deferred tax assets are fully realizable to therexthere are deferred tax liabilities that areegxgd to reverse over a similar time frame.

If recurring losses are experienced in fiscal 2@B8n future income tax benefits would be only griped to the extent there are deferred tax
liabilities that are expected to reverse over dlamime frame as loss carrybacks are unavailable.

Recent Accounting Pronouncements

In June 2006, the Financial Accounting Standardsr@¢the “FASB”) issued FASB Interpretation No. 48ccounting for Uncertainty in
Income Taxes”. The interpretation provides claaifion related to accounting for uncertainty in imeotaxes recognized in an enterprise’s
financial statements in accordance with FASB Statgrio. 109, “Accounting for Income Taxes”. Thiseirpretation becomes effective for
fiscal 2008. The Company is currently assessingntipact of FASB Interpretation No. 48 on the Compaifinancial position, results of
operations and cash flows, but does not expecthieampact will be significant.

In September 2006, the FASB issued SFAS No. 1580y Walue Measurements” (“SFAS 157”). SFAS 157 dedi fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements. SFAS 1&ffdstive for fiscal years beginning
after November 15, 2007. The Company is currergbeasing the impact of SFAS 157 on the Companyisdimlated financial position,
results of operations and cash flows.

In September 2006, the FASB issued EITF 06-04, thating for Deferred Compensation and PostretirarBenefit Aspects of
Endorsement Split-Dollar Life Insurance Arrangers&tEITF 06-04"). Under EITF 06-04, for an endonsent split-dollar life insurance
contract, an employer should recognize a liabftityfuture benefits in accordance with FASB 106mijioyers Accounting for Postretirement
Benefits Other Than Pensions” or Accounting PrilegBoard Opinion 12. The provisions of EITF 0604 effective for fiscal 2009,
although early adoption is permissible. The Compargurrently evaluating the provisions of EITF @&-on the Company’s consolidated
financial position, results of operations and ciaivs.
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Forward Looking Statements

The statements contained in this Annual ReportamFL0-K, and in the Chairman’s letter to stockleetdaccompanying the Annual Report
on Form 10-K delivered to stockholders, that arehistorical (including statements concerning tleerpany’s expectations regarding market
risk) are “forward looking statements”. These foravbooking statements, which generally are followadd therefore identified) by a cross
reference to Part I, ltem 1A- “Risk Factors” or are identified by the use of fand looking words and phrases such as “intends&y'm
“believes” and “expects”, represent the Companyé&sent expectations or beliefs concerning futuentss The Company cautions that such
statements are qualified by important factors,uduig the factors described under Part |, tem2ARisk Factors”, that could cause actual
results to differ materially from those in the famd looking statements, as well as the timing aswioence (or nonoccurrence) of
transactions and events that may be subject tarastances beyond the Compangbntrol. Consequently, results actually achieweg diffe!
materially from the expected results included st statements.

ltem 7A — Quantitative and Qualitative DisclosuresAbout Market Risk

The Company is exposed to the impact of changaderest rates and to commodity prices of raw ni@tpurchases. The Company has not
entered into any arrangements to hedge againsgebhan market interest rates, commodity priceomifin currency fluctuations.

The Company is unable to engage in hedging actielgted to commaodity prices, since there are mabéished futures markets for nuts.
Approximately 31% of nut purchases for fiscal 20@3te made from foreign countries, and while thaselpases were payable in U.S.
dollars, the underlying costs may fluctuate witlmges in the value of the U.S. dollar relativehi® ¢urrency in the foreign country.

The Company is exposed to interest rate risk oiBdrek Credit Facility, its only variable rate crefdicility because the Company has not
entered into any hedging instruments which fixftbating rate. A hypothetical 10% adverse changeeéighted-average interest rates would
have had a $0.5 million impact on the Company’smaame and cash flows from operating activities.
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Item 8 — Financial Statements and Supplementary Dat
Report of Independent Registered Public Accountingrirm
To the Board of Directors and Stockholders of JBh&anfilippo & Son, Inc:

In our opinion, the accompanying consolidated ba#asheets and the related consolidated statemfeope@tions, stockholders’ equity, and
cash flows present fairly, in all material respetite financial position of John B. Sanfilippo &gdnc and its subsidiaries at June 28, 2007
and June 29, 2006, and the results of their omeratind their cash flows for each of the threes/gathe period ended June 28, 2007 in
conformity with accounting principles generally apted in the United States of America. Also in opinion, the Company did not maintain,
in all material respects, effective internal cohtreer financial reporting as of June 28, 2007 golasn criteria established linternal Control

— Integrated Frameworissued by the Committee of Sponsoring Organizatifrise Treadway Commission (COSO) because a rahteri
weakness in internal control over financial repagtrelated to not maintaining effective controletsure the timely communication within
the organization of complete and accurate finarforgcast information existed as of that date. Aamal weakness is a deficiency, or a
combination of deficiencies, in internal controkovinancial reporting, such that there is a reabtspossibility that a material misstatement
of the annual or interim financial statements wdt be prevented or detected on a timely basisnfdterial weakness referred to above is
described in Management’s Report on Internal Cootver Financial Reporting appearing under ItemdAhe 2007 Annual Report on Form
10-K. We considered this material weakness in dateng the nature, timing, and extent of auditsegtplied in our audit of the fiscal 2007
consolidated financial statements, and our opinémarding the effectiveness of the Company’s iratlecontrol over financial reporting does
not affect our opinion on those consolidated finalhstatements. The Compasyhanagement is responsible for these financitraents, fo
maintaining effective internal control over finaalcieporting and for its assessment of the effectss of internal control over financial
reporting included in management’s report refetcedbove. Our responsibility is to express opinionghese financial statements and on the
Company’s internal control over financial reportingsed on our integrated audits. We conductedwitsain accordance with the standards
of the Public Company Accounting Oversight Boaraifeld States). Those standards require that wegsldmperform the audits to obtain
reasonable assurance about whether the finanatahsénts are free of material misstatement andhgheffective internal control over
financial reporting was maintained in all materggdpects. Our audits of the financial statememisiited examining, on a test basis, evidence
supporting the amounts and disclosures in the &ilahistatements, assessing the accounting prirsciygled and significant estimates made by
management, and evaluating the overall financééstent presentation. Our audit of internal corax@r financial reporting included
obtaining an understanding of internal control dgaincial reporting, assessing the risk that aemaltweakness exists, and testing and
evaluating the design and operating effectivenégst@rnal control based on the assessed risk.aQdits also included performing such other
procedures as we considered necessary in the @tanoes. We believe that our audits provide a redde basis for our opinions.

The accompanying consolidated financial statemiese been prepared assuming that the Companyamilintie as a going concern. As
discussed in Note 1 to the consolidated finantéksments, the Company has incurred significasel®drom operations in 2007 and 2006
was in non-compliance with requirements of loanet@ants during certain quarters in the fiscal yeded 2007, which raises substantial
doubt about its ability to continue as a going @ncManagement’s plans in regard to these maiteralso described in Note 1. The
consolidated financial statements do not includeadjustments that might result from the outcomthisf uncertainty.

As discussed in Note 2 to the consolidated findrst&ements, the Company changed the manner ichvithdccounts for share-based
compensation, effective July 1, 2005. Also, asulised in Note 12 to the consolidated financiakstants, the Company changed the manner
in which it accounts for pension benefit obligatfanded status, effective as of June 28, 2007.

A company'’s internal control over financial repogiis a process designed to provide reasonablessesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegeinerally accepted accounting
principles. A company'’s internal control over firgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakestents in accordance with generally
accepted accounting

42




Table of Contents

principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (iii) provide readgaassurance regarding prevention or timely detectf unauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadegibecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Chicago, lllinois

September 7, 2007
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JOHN B. SANFILIPPO & SON, INC.
CONSOLIDATED BALANCE SHEETS
June 28, 2007 and June 29, 2006
(dollars in thousands, except per share amolints

ASSETS
CURRENT ASSETS
Cash
Accounts receivable, less allowances of $3,159%%d66, respectivel
Inventories
Income taxes receivah
Deferred income taxe
Prepaid expenses and other current a:
Asset held for sal
TOTAL CURRENT ASSETS
PROPERTY, PLANT AND EQUIPMENT
Land
Buildings
Machinery and equipme
Furniture and leasehold improveme
Vehicles
Construction in progres

Less: Accumulated depreciati

Rental investment property, less accumulated degiiec of $1,761 and $924, respectiv
TOTAL PROPERTY, PLANT AND EQUIPMENT
Intangible asse— minimum retirement plan liabilit
Cash surrender value of offic’ life insurance and other ass
Property held for sale/Development agreen
Brand name, less accumulated amortization of $6a4@B8%$6,072, respective
TOTAL ASSETS

June 28,
2007

$ 2,35¢
36,54«
134,15¢
6,771
2,14(
1,15(C
5,56¢
188,69.

9,46:
97,11
140,73(
6,191
2,88(
4,481
260,86
117,63
143,22
28,37
171,59

6,141

1,422
$367,85(

The accompanying notes are an integral part ofélmmsolidated financial statements.
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June 29,
2006

$ 2,232
35,48:
164,39(
6,427
2,98¢
2,24¢

213,76:

10,29¢
64,14¢
109,39:
5,44(
2,897
53,81:
245,98
117,09:
128,891
27,96¢
156,85¢
6,197
5,44(
6,80¢
1,84¢
$390,91:
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JOHN B. SANFILIPPO & SON, INC.
CONSOLIDATED BALANCE SHEETS
June 28, 2007 and June 29, 2006
(dollars in thousands, except per share amolints

June 28,
2007
LIABILITIES & STOCKHOLDERS ' EQUITY
CURRENT LIABILITIES:
Revolving credit facility borrowing $ 73,28:
Current maturities of lor-term debt, including related party debt of $200 &A@79, respectivel 54,97(
Accounts payable, including related party payabfe361 and $140, respective 21,26¢
Book overdrafs 5,01¢
Accrued payroll and related benel 6,01¢
Accrued worker compensatiol 6,68¢
Other accrued expens 6,09¢
TOTAL CURRENT LIABILITIES 173,33(
LONG-TERM LIABILITIES:
Long-term debt, less current maturities, including edaparty debt of $13,860 and $0, respecti 19,78
Retirement plai 9,06(
Deferred income taxe 2,60¢
Other 17¢
TOTAL LONG-TERM LIABILITIES 31,62¢
COMMITMENTS AND CONTINGENCIES
STOCKHOLDER¢ EQUITY:
Class A Common Stock, convertible to Common Statla @er share basis, cumulative voting rights of
votes per share, $.01 par value; 10,000,000 shaitbsrized, 2,597,426 shares issued and outsta 26
Common Stock, noncumulative voting rights of onéever share, $.01 par value; 17,000,000 shares
authorized, 8,123,349 and 8,112,099 shares issueedwtstanding, respective 81
Capital in excess of par vall 100,33!
Retained earning 67,71:
Accumulated other comprehensive i (4,057%)
Treasury stock, at cost; 117,900 shares of Comnaek: (1,209
TOTAL STOCKHOLDERS EQUITY 162,89:
TOTAL LIABILITIES & STOCKHOLDERS' EQUITY $367,85(

The accompanying notes are an integral part ofélmmsolidated financial statements.
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June 29,
2006

$ 64,34:
67,71,
27,94+
14,30:

5,93(
5,61¢
5,29¢
191,14!

5,61¢
7,65¢
6,38t

19,65

26

81
99,82(
81,38’

(1,209
180,11(
$390,91.
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JOHN B. SANFILIPPO & SON, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
For the years ended June 28, 2007, June 29, 2@Déuae 30, 2005
(dollars in thousands, except for earnings per share

Net sales
Cost of sale:
Gross profit
Operating expense
Selling expense
Administrative expense
Gain related to real estate se
Goodwill impairment los:
Total operating expens
(Loss) income from operatiol
Other income (expense
Interest expense ($894, $583 and $699 to relatetparespectively
Rental and miscellaneous (expense) income

Total other expense, n

(Loss) income before income tax
Income tax (benefit) expen

Net (loss) incomi

(Loss) earnings per common she
Basic

Diluted

Weighted average shares outstand
Basic

Diluted

Year Ended Year Ended Year Ended
June 28, 200 June 29, 200¢ June 30, 200t
$ 541,37¢ $ 579,56 $ 581,72¢

500,24 542 44° 503,30(
41,13 37,117 78,42¢
39,00: 39,947 39,417
16,45¢ 15,152 12,42t
(3,047 (940)

— 1,242 —
52,41( 55,40! 51,84:

(11,279 (18,289 26,58’

(9,347 (6,516) (3,99¢)
(629) (610 1,17¢
(9,976) (7,126) (2,819

(21,25%) (25,410) 23,76¢
(7,579 (8,689 9,26¢

$ (13,679 $ (16,72) % 14,49¢
$ (129 $ (1.5 $ 1.37
$ (129 % (159 $ 1.3t

10,595,99 10,584,76 10,568,400

10,595,99 10,584,76 10,720,64

The accompanying notes are an integral part ofélmmsolidated financial statements.
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JOHN B. SANFILIPPO & SON, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the years ended June 28, 2007, June 29, 2@Déuae 30, 2005
( dollars in thousand$¥

Accumulated

Class A Common Capital in Other
Stock Common Stock Excess o Retained Comprehensive Treasury
Shares Amount Shares Amount  Par Value Earnings Loss Stock Total

Balance, June 24, 20( 2,597,420 $ 26 8,079,222 $ 81 $ 98,84t $83,60¢ $ —  $(1,20) $181,36(
Net income an

comprehensive incorr 14,49¢ 14,49¢
Stock option exercise 21,12¢ 19¢ 19¢
Tax benefit of stock

option exercise 11€ 11¢€
Balance, June 30, 20( 2597420 $ 26 8,100,34° $ 81 $ 99,16« $98,10¢ $ —  $(1,20) $196,17!
Net loss ant

comprehensive los (16,722 (16,727
Stock option exercise 11,75( 71 71
Tax benefit of stock

option exercise 39 39
Stock-based

compensation expen 54¢€ 54€
Balance, June 29, 20( 259742t $ 26 8,112,090 $ 81 $99,82( $81,387 $ —  $(1,209) $180,11(
Net loss ant

comprehensive los (13,676 (13,67¢)
Stock option exercise 11,25( 80 80
Tax benefit of stock

option exercise 24 24
Stock-based

compensation expen 411 411
SFAS No. 158

adjustment, net of

income tax of $2,18 (4,057 (4,057)
Balance, June 28, 20( 2,597,42t $ 26 8,123,344 $ 81 $100,33! $67,71. $ (4,057 $(1,2049) $162,89:

The accompanying notes are an integral part oféh@msolidated financial statements.

47




Table of Contents

JOHN B. SANFILIPPO & SON, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended June 28, 2007, June 29, 2@Déuae 30, 2005
( dollars in thousand$

Year Ended Year Ended Year Ended
June 28, 200 June 29, 200 June 30, 200
Cash flows from operating activities:
Net (loss) incom $ (13,67¢) $ (16,72) $ 14,49¢
Depreciation and amortizatic 13,58¢ 10,00( 10,50:
Goodwill impairment los: — 1,24z —
Gain on disposition of propertit (3,162) (799 (32)
Deferred income tax (benefit) exper (750 (2,000 33€
Tax benefit of stock option exercis — — 11¢€
Stocl-based compensation expel 411 54€ —
Change in current assets and current liabili
Accounts receivable, n (1,069 3,521 (3,452
Inventories 30,23: 53,23¢ (90,165
Prepaid expenses and other current a: 1,09¢ (58%) 44C
Accounts payabl (2,779 (5,870) 13,52(
Accrued expense 534 3,612 (2,499
Income taxes receivable/ paya (349 (7,2272) 1,73¢
Other operating asse (1,615 1,99: (2,360
Net cash provided by (used in) operating activi 22,47¢ 40,95! (57,357
Cash flows from investing activities:
Purchases of property, plant and equipn (3,867) (10,249 (8,629
Facility expansion cos (32,499 (34,520) (48,999
Development agreement co — 4 (6,149
Proceeds from disposition of ass 17,861 3,77¢ 13t
Cash surrender value of offic’ life insurance (289) (287) —
Net cash used in investing activiti (18,78:) (41,287) (63,637)
Cash flows from financing activities:
Borrowings under revolving credit facili 138,49: 147,00¢ 149,87¢
Repayments of revolving credit borrowin (129,55) (149,229 (88,587
Issuance of lor-term deb — — 65,00(
Debt issuance cos — — 45¢
Principal payments on lo-term debt (14,079 (5,969 (1,289
Financing obligation with related parti 14,30( — —
(Decrease)/increase in book overd (9,286 11,25« (4,879
Issuance of Common Stock under option pl 80 71 19¢
Minority interest distributior (3,54¢ (2,509 —
Tax benefit of stock option exercis 24 39 —
Net cash (used in) provided by financing activi (3,56¢ 677 120,78t
Net increase (decrease) in cas 127 347 (200
Cash:
Beginning of perioc 2,232 1,88t 2,08t
End of perioc $  2,35¢ $ 223 $ 1,88
Supplemental disclosures of cash flow information
Interest paid, net of interest capitaliz $ 8,71 $ 6,217 $ 3,351
Income taxes paid, excluding refunds of $6,6441%2and $34, respective 13¢ 2,68¢ 6,812
Capital lease obligations incurr 1,115 13z —

The accompanying notes are an integral part ofél@msolidated financial statements.
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JOHN B. SANFILIPPO & SON, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data)

NOTE 1 — MANAGEMENT'S PLANS REGARDING GOING CONCERN

The Company'’s ability to continue as a going conégdependent on the ability of the Company tarreto historic levels of profitability

and, in the near term, obtain either funding fraewrsources or on-going waivers from the LendersNwotéholders of amounts due pursuant
to the Company’s primary financing arrangement® &ktent of the Company’s losses in fiscal 2006201V, the non-compliance with
restrictive covenants under its primary financiagilities and uncertainties related to meetingreitestrictive covenants under its primary
financing facilities raise substantial doubt widspect to the Company’s ability to continue asiagyooncern. The significant losses incurred
for fiscal 2006 and the first half of fiscal 200&m caused in large part by the decline in the etarkice for almonds after the 2005 crop was
procured. Sales of the 2005 almond crop were caegbi@ November 2006 (the second quarter of figé8l7). Almond profit margins
returned to normal historical levels in Decembed@0rhe Company no longer purchases almonds dirgotih growers and discontinued its
almond handling operation conducted at its Gustaifornia facility during the third quarter offial 2007. The Company decided to
discontinue its almond handling operation in ordereduce the commodity risk that had such a dicart negative financial impact in fiscal
2006 and to eliminate the significant labor costsoaiated with processing almonds purchased dirfrotin growers that could not be
recovered completely when the almonds were soldlevite decline in the market price of the 20050catmonds negatively affected the
Company’s profitability through the first half aé€al 2007, the loss incurred during the last baffscal 2007 was due primarily to
insufficient sales volume and expenses relatedegddmpany’s relocation of its Chicago area openatto its new facility in Elgin, lllinois.
The Company will continue to incur costs of appnoately $1.0 million per month at its old Chicageatocations through fiscal 2008 as
production lines are transferred to the new facititElgin.

Management further addressed the Company’s aldligpntinue as a going concern by conducting fabiiity reviews of approximately 200
items which led to price increases and discontineaf certain items. During the fourth quarteris€él 2007, the Company conducted an
intensive review of walnut operations at its Gusti@alifornia facility and created an action plang¢duce waste and loss in the shelling
operation. The Company expects that this plan, kviricludes new equipment, will be completed indis2008. Management has developed
and will continue to develop action plans at atiilfies to reduce manufacturing expenses. Managemas also decided to accelerate the
move of its existing equipment at its Chicago desdlities to the new Elgin facility. The relocati@f the equipment is now scheduled to be
completed by the end of calendar 2007 versus tlgenat schedule of the end of calendar 2008. Whiditional costs are expected to be
incurred during the first half of fiscal 2008, theceleration is expected to generate net costgaever an eighteen month period. Also, the
Company engaged a profitability enhancement camsuftvhich was a requirement relating to the waveceived from the Lenders and
Noteholders for nc-compliance with financial covenants for the thiaarter of fiscal 2007) to further review the prafility of the
Company’s sales. The Company also expects to aljgerational efficiencies, once all productiomtegrated into the new facility.

While the initiatives described above are expettachprove efficiencies and generate cost savitigsCompany cannot endure further sales
volume reductions if it is to return to historidavels of profitability, realize the benefits omgilly expected from the Company’s new facility
and continue as a going concern. The Company iiehcteveloping plans, especially for its Fishearn, with the intention of increasing
sales and gross margin. As a result of these sffttre Company has secured additional private labshess that should generate
approximately $25 million in new sales on an anrzalis. Other new business opportunities are hmingued across all of the Company’s
distribution channels.

In order for the Company to continue as a goingceam, it must be able to secure on-going finaneiitg attainable restrictive covenants for
at least an annual period from lenders. The Commaoyrrently not in compliance with restrictivedincial covenants under its primary
financing facilities, although waivers have beetereed for current and anticipated non-compliandé the EBITDA covenant in the Note
Agreement and working capital covenants in the Barddit Facility and Note Agreement through anduding the first quarter of fiscal
2008. The Company will need to either (i) securé/ers from the existing Lenders and Noteholdersuwomngoing basis or amend the Note
Agreement and Bank Credit Facility, or (ii) obtaiiternative financing with attainable restrictiv@venants. The
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Company has engaged a third party to actively egdioancing alternatives for the Company. The Canypbelieves it would be able to
secure alternative financing to replace its exgsfinancing arrangements, but would be requirepkp an estimated $3.0 — $3.5 million in
debt extinguishment charges.

Management believes that the implementation ofriltiatives described above should enhance futperating performance; however, the
discontinuance of the almond handling operationtaadefforts to reduce unprofitable items will likdead to a decline in net sales, which
could negatively impact the Company’s ability tabfit from the facility consolidation project. Virally all of these sales were significantly
unprofitable in fiscal 2006 and nominally profitabh fiscal 2007. The discontinuance of purchasiingonds directly from growers is
expected to free up working capital for debt regurcaind/or purchases of other nuts that typicadijvér a higher gross profit than the gross
profit from almonds.

In summary, management believes that the stepd thed taken and will take to improve operating@enance and overall decreased nut
acquisition costs should enhance its ability tameto historic levels of profitability.

If the Company is not able to achieve these objestithe Company’s financial condition will be arbedy affected in a material way. The
consolidated financial statements do not includeadjustments that might result from the outcomthisf uncertainty.

NOTE 2 — SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Consolidation

The consolidated financial statements include te®ants of John B. Sanfilippo & Son, Inc., JBSSperties, LLC and JBS International,

Inc., a previously wholly-owned subsidiary, whichswdissolved in November, 2004 (collectively, t®thpany”). Certain prior years’
amounts have been reclassified to conform to theentiyear’s presentation, which provides moreitletaertain financial statement line
items. Specifically, gains related to real estatesfor fiscal 2006 were included in administratexpenses in the Form 10-K/A filed for the
fiscal year ended June 29, 2006. This amount isneparted separately. The Company’s fiscal yeas @mdthe last Thursday of June each
year, and typically consists of fi-two weeks (four thirteen week quarters), but thedl year ended June 30, 2005 consisted of fiftget
weeks, with the fourth quarter containing fourteereks. The accompanying consolidated financiaéstahts have been prepared on a going
concern basis, which contemplates the realizati@ssets and the liquidation of liabilities in th@rmal course of business. However, several
factors indicate substantial doubt as to whetheiGbmpany will be able to continue as a going comaes discussed in Note 1.

Management Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemesntsl the reported amounts of revenues and expduoseg the reporting period. Significant
estimates include reserves for customer deductalmsyances for doubtful accounts, the quantity ealdiation of bulk inventories, accruals
for workers’ compensation claims and various o#iearual accounts. Actual results could differ frilmose estimates.

Accounts Receivable

Accounts receivable are stated at the amounts etldogcustomers, less: (i) allowances for doutstidounts, and (ii) reserves for estimated
cash discounts and customer deductions. The allosviam doubtful accounts is calculated by spedifiddentifying customers that are credit
risks. Account balances are charged off againsalloevance when the Company feels it is probabderéiteivable will not be recovered. The
reserve for estimated cash discounts is basedtaalg@ayments. The reserve for customer deductim®sents known customer short
payments and an estimate of future credit memadsatiizoe issued to customers related to rebatesadiowances for marketing and
promotions based on historical experience. Includextcounts receivable as of June 28, 2007 anel 2802006 are $2,730 and $2,357,
respectively, relating to workers’ compensationesecclaim recovery.
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Inventories

Inventories, which consist principally of inshelllk-stored nuts, shelled nuts and processed aridigad nut products, are stated at the lower
of cost (first-in, first-out) or market. Inventoopsts are reviewed each quarter. Fluctuationsamrthrket price of peanuts, pecans, walnuts,
almonds and other nuts may affect the value ofritory and gross profit and gross profit margin. Wieapected market sales prices move
below costs, the Company records adjustments te wawn the carrying values of inventories to lowecost or market. The results of the
Company’s shelling process can also result in chang its inventory costs, for example based uptuahversus expected crop yields. The
Company maintains significant inventories of bulred inshell pecans, walnuts and peanuts. Quesifi inshell bulk-stored nuts are
determined based on the Company’s inventory systemsre subject to quarterly physical verificatiechniques including observation,
weighing and other methods. The quantities of &ach year bulk-stored nut inventories are generdiblled out over a ten to fifteen month
period, at which time revisions to any estimatesaso recorded.

Property, Plant and Equipment

Property, plant and equipment are stated at cagjpiMmprovements that extend the useful life agitalized and charged to expense through
depreciation. Repairs and maintenance are chaogexbense as incurred. The cost and accumulatedaiation of assets sold or retired are
removed from the respective accounts, and any@dss is recognized currently in operating inco@est is depreciated using the straight-
line method over the following estimated usefuéfvbuildings — 10 to 40 years, machinery and egaeit — 5 to 10 years, furniture and
leasehold improvements — 5 to 10 years and vehielesto 5 years. Depreciation expense was $11 88207 and $8,697 for the years
ended June 28, 2007, June 29, 2006 and June 3B, rA&3Pectively. The Company capitalizes intereston its projects. The amount of
interest capitalized was $901 and $1,808 for tleggyended June 28, 2007 and June 29, 2006, raspdectind was not material for the year
ended June 30, 2005.

Certain prior lease transactions with two relatadyppartnerships relating to the financing of Bimfys were previously accounted for as
capital leases, whereby the present value of fukmtal payments, discounted at the interest mapdidit in the lease, was recorded as a
liability. These leases were terminated at no tm#tte Company in fiscal 2007 and 2006. A corresgjpggnamount was capitalized as the cost
of the assets and was depreciated on a straighbdsis over the estimated lives of the assetserrthe lease terms which ranged from 20 to
30 years, whichever is shorter. The cost and actatedidepreciation of capitalized lease assets $@&#12 and $5,434, respectively at
June 29, 2006.

In September 2006, the Company sold its Selma, STps@perties to two related party partnershipssfigt.3 million and is leasing them back.
The selling price was determined by an independpptaiser to be the fair market value which alswraximated the Company’s carrying
value. The lease for the Selma, Texas propertisahean-year term at a fair market value rent #ithe five-year renewal options. Also, the
Company has an option to purchase the properties fine partnerships after five years at 95% (100%eritain circumstances) of the then
market value, but not to be less than the $14.Bamipurchase price. The financing obligation isnigeaccounted for similar to the accounting
for a capital lease whereby $14.3 million was rdedras a debt obligation, as the provisions oathengement are not eligible for sale-
leaseback accounting. No gain or loss was recavddte transaction. These partnerships were preyi@onsolidated as variable interest
entities. Based on reconsideration events in ting tuarter of 2006 and in the first quarter o€&52007, the Company determined the
partnerships were no longer subject to consolidaamvariable interest entities. These partnersinpso longer considered variable interest
entities subject to consolidation as the partnpsshad substantive equity at risk at the time ¢érémg into the Selma, Texas sale-leaseback
transaction.

Long-Lived Assets

The Company reviews long-lived assets to assesseeability from projected undiscounted cash flgwhich also considers the underlying
fair value of the properties) whenever events @nges in facts and circumstances indicate thataimging value of the assets may not be
recoverable. An impairment loss is recognized ierapng results when future undiscounted cash flangdess than the asseatairying value
The impairment loss would adjust the carrying vatuthe assets’ fair value. To date the Companynbasecorded any impairment charges.
In connection with the Company’s facility consolida project, management performed a review oftasadts existing Chicago area
facilities. There was no impairment of these as$eteever, the useful lives of certain assets va€ejasted to the
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remaining time that the assets are expected tailbed.

Facility Consolidation Project /Real Estate Tratisas

In April 2005, the Company acquired property taused for its facility consolidation project (the éi Site”). Two buildings are located on
the New Site, one of which is an office buildingvdfich 41.5% is being leased back to the selleaforinimum period of three years (ending
April 2008). The Company has not yet received mofiom the seller exercising its option to renew ldase. Approximately 60% of the off
building is currently being rented. The other bt a warehouse, was expanded and modified foasiske Company’s principal processing
facility and headquarters. The warehouse buildiag igased back to the seller for a one and onestwith period in fiscal 2005. The
allocation of the purchase price to the two buiginvas determined through a third party appraidad. value assigned to the office buildin
included in rental investment property on the bedasheet. The value assigned to the warehouserguiglincluded in property, plant and
equipment.

The net rental income from the office building @hd warehouse building, included in rental and ellaoeous expense (income), net, was an
expense of $1,122 and $1,115 for the years endezl2ZB; 2007 and June 29, 2006, respectively, araiie of $503 for the year ended

June 30, 2005. Gross rental income was $1,7406%B6d $927 for the years ended June 28, 2007,28yr2006 and June 30, 2005,
respectively. Future gross rental income undenpffiee building operating lease is as follows foetyears ending:

June 26, 200 $ 2,46
June 25, 200 1,15¢
June 24, 201 1,167
June 30, 201 1,16¢
June 28, 201 1,094
Thereaftel 4,484

$11,52¢

Prior to acquiring the New Site, the Company antbdae related party partnerships entered into adlgment Agreement with the City of
Elgin, lllinois (the “Development Agreement”) fdre¢ development and purchase of the land where dawlity could be constructed (the
“Original Site”). The Development Agreement provdder certain conditions, including but not limitemithe completion of environmental
and asbestos remediation procedures, the incladitie property in the Elgin enterprise zone aradktablishment of a tax incremental
financing district covering the property. The Comypéulfilled its remediation obligations under tBevelopment Agreement during fiscal
2005. On February 1, 2006, the Company and theeckfzarty partnerships entered into a TerminatigreAment with the City of Elgin
whereby the Development Agreement was terminatddtza Company and the City of Elgin (the “City”)dagne obligated to convey the
property to the Company and the partnerships withiity days. The partnerships subsequently agi@ednvey their respective interests in
the Original Site to the Company by quitclaim degthout consideration. On March 28, 2006, JBSS eriigs, LLC (“JBSS LLC")a wholly
owned subsidiary of the Company, acquired titltheoOriginal Site by quitclaim deed, and JBSS Llifeead into an Assignment and
Assumption Agreement (the “Agreement”) with theyClnder the terms of the Agreement, the City assiigto the Company all the City’s
remaining rights and obligations under the DevelepniAgreement. The Company is currently marketiveg@riginal Site to potential buye
and expects a sale to be consummated in fiscal. Z0@8rtion of the Original Site contains an offigeilding (which the Company began
renting during the third quarter of fiscal 2007athvill not be included in the planned sale. Trenped sale meets the criteria of an “Asset
Held for Sale” in accordance with Statement of Rizial Accounting Standards No. 144, “Accounting tfee Impairment of Disposal of Long-
Lived Assets” and is presented as a current asgheibalance sheet as of March 29, 2007. The Coyrgaosts under the Development
Agreement were $6,806 at June 28, 2007 and Jurz0P8, $5,569 of which is recorded as “Asset HetdJale” and $1,237 is recorded as
“Rental Investment Property” as of June 28, 200% &ntire $6,806 was recorded as “Other Assetsf dsne 29, 2006. The Company has
reviewed the asset under the Development Agreefoergalization, and concluded that no adjustméithe carrying value was required.

In furtherance of its facility consolidation projethe Company sold its Chicago area facilitieduty 2006. One such Chicago area facility
(the Busse Road facility) was owned directly by @@mpany and the remaining portion owned by a dateted partnership, a variable
interest entity. The lease between the Companyttengartnership was terminated in July 2006 upengetion of the property sale
transaction. The related party partnership solcptoperty to a third
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party, which is leasing back the property to thenpany through December 2007 with a three to ninetmeenewal option for the time peri
necessary to transition operations to the New Fhe.proceeds upon disposition of the propertyheypartnership totaled $9.6 million (with
$2.0 million directly allocable to the Company owngortion of the property), resulting in the Compaecognizing a gain of approximately
$4.6 million (net of $1.3 million being deferreddaamortized as reductions in rental expense oeletise term), with offsetting amounts
applicable to the partnership’s minority interes$4.6 million. As the Company was the primary tféesiary of the partnership, upon
consolidation of the partnership as a variabler@gteentity the deficit, which includes lossesxeeass of the minority interest, was absorbed
by the Company. Upon sale of the facility by thetpership for a gain, the previously recognizedéssattributable to the minority interest of
approximately $1.1 million were recovered by ther@any to the extent such losses were previoushgatied to the Company operations in
consolidation and reduced any gain allocable tg#rénership interest. Approximately $0.4 millioftloe deferred gain is included in current
liabilities as of June 28, 2007.

Also in July 2006, the Company sold its Arlingtorights and Arthur Avenue facilities for a combir&®8 million in proceeds and is leasing
back the facilities from the purchaser. The ArlorgHeights facility is being leased back througlt&aber 2008 with a three to nine month
renewal option. The Arthur Avenue facility is beilegised back through August 2008 with a threene month renewal option. The gain on
these property sale transactions totaled $1.8anilinet of $1.2 million being deferred and amodias reductions in rental expense over the
lease terms, which range from 17 to 29 monthsrdiercto sell the Arlington Heights facility, the @pany prepaid its existing mortgage
obligations of $1,684 plus a $279 prepayment fggréximately $0.7 million of the deferred gain ézorded as of June 28, 2007, $0.5 of
which is included in current liabilities.

In September 2006, the Company sold its Selma, STps@perties to two related party partnershipssfigt.3 million and is leasing them back.
The selling price was determined by an independpptaiser to be the fair market value which algwraximated the Company’s carrying
value. The lease for the Selma, Texas propertisahean-year term at a fair market value rent #ithe five-year renewal options. Also, the
Company has an option to purchase the properties fine partnerships after five years at 95% (100%eitain circumstances) of the then
market value, but not to be less than the $14.Bomipurchase price. The financing obligation isnigeaccounted for similar to the accounting
for a capital lease whereby $14.3 million was rdedras a debt obligation, as the provisions oath@ngement are not eligible for sale-
leaseback accounting. No gain or loss was recavddte transaction. These partnerships were preyi@onsolidated as variable interest
entities. Based on reconsideration events in ting tuarter of 2006 and in the first quarter o€&52007, the Company determined the
partnerships were no longer subject to consolidaamvariable interest entities. These partnersirpso longer considered variable interest
entities subject to consolidation as the partnpsshad substantive equity at risk at the time ¢érémg into the Selma, Texas sale-leaseback
transaction.

The Company leased certain properties during 2688 fwo related party partnerships (consolidatetihiie interest entities), one of which
was terminated in March 2006 and the other terrathat July 2006. In March 2006, the Company sdiacdity owned by one of its
partnerships consolidated as a variable interdiyyeAs the Company was the primary beneficiaryref partnership, upon consolidation of
the partnership as a variable interest entity #fecid, which includes losses in excess of the mitganterest, was absorbed by the Company.
Upon sale of the facility by the partnership fagain, the previously recognized losses attributébie minority interest of $0.9 million were
recovered by the Company to the extent such losees previously allocated to the Company in consdion and reduced any gain allocable
to the partnership interest. Additionally as thetpership and not the Company was entitled to #teoroceeds from the sale, the Company
recorded an equal and offsetting minority inteeabunt for the partnership’s gain on the sale pfaxmately $3.5 million in other income
and expense.

Introductory Funds

The ability to sell to certain retail customerseofrequires upfront payments to be made by the @agnsuch payments are frequently made
pursuant to contracts that stipulate the term efayreement, the quantity and type of productetsdid and any exclusivity requirements. If
appropriate, the cost of these payments is recaadeth asset and is amortized over the term afdhzact. The Company expenses payments
if no written arrangement exists and amounts ategumverable in the event of customer cancellafiatal introductory funds included in
other assets and prepaid expenses and other cassets were $385 at June 28, 2007 and $282 aP9u@606. Amortization expense, which
is recorded as a reduction in net sales, was $1$857 and $1,173 for the years ended June 28, 200@ 29, 2006 and June 30, 2005,
respectively.
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Goodwill and Brand Name

Brand name consists of the Fisher brand name thstawquired in 1995. The Company is amortizindotiaad name over a fiftegrear perio
on a straight-line basis with no estimated resigiasie. Annual amortization expense for each ofnine three fiscal years is expected to be
$427, with the remaining amount of $140 amortizefiscal 2011. Amortization expense was approxityeé26, $427 and $426 for the
years ended June 28, 2007, June 29, 2006 and 0ug805, respectivel

Gooduwill represented the excess of the purchase prer the fair value of the net assets from thm@anys acquisition of Sunshine Nut C
Inc. which occurred in 1992. A goodwill impairmdass of $1,242 was recorded for the year ended 29n2006. Fair value, based on
considerations of the quoted market price with stm&ted control premium, and estimated cash flon@dasts of the Company’s reporting
unit, was determined to be below its net book valoe there was no implied fair value of the Compaggodwill.

Fair Value ofFinancial Instruments

Based on borrowing rates presently available tadbepany under similar borrowing arrangementsQbmpany believes the recorded
amount of its long-term debt obligations approxiesafair market value. The carrying amount of thenBany’s other financial instruments
approximates their estimated fair value based otkebg@rices for the same or similar type of finahénstruments.

Revenue Recognition

The Company recognizes revenue when persuasivermgdf an arrangement exists, title has transf€ba@sed upon terms of shipment),
price is fixed, delivery occurs and collectionémsonably assured. The Company sells its prodadesrsome arrangements which include
customer contracts which fix the sales price faiquis, typically of up to one year, for some indisgtcustomers and through specific
programs consisting of promotion allowances, volané customer rebates and marketing allowancesy@athers, to consumer and food
service customers. Revenues are recorded netatesebnd promotion and marketing allowances. Whittomers do have the right to return
products, past experience has demonstrated thaddigiroeturns have been insignificant. Provisiongéburns are reflected as a reduction in
net sales and are estimated based upon custona#ficspiecumstances. Billings for shipping and hing costs are included in revenues.

Significant Customers

The highly competitive nature of the Company’s hass provides an environment for the loss of custerand the opportunity to gain new
customers. Net sales to Wal-Mart Stores, Inc. msreed approximately 20%, 19% and 18% of the Cogiparet sales for the years ended
June 28, 2007, June 29, 2006 and June 30, 20@&atasely. Net accounts receivable from Wal-Maxr8s, Inc. were $4,140 and $4,444 at
June 28, 2007 and June 29, 2006, respectively.

Promotion and Advertising Costs

Promotion allowances, customer rebates and magketiowances are recorded at the time revenueagrézed and are reflected as
reductions in sales. Annual volume rebates arenastid based upon projected volumes for the yeale wiomotion and marketing
allowances are recorded based upon terms of thalaotrangements. Coupon incentives have not hgeifisant and are recorded at the ti
of distribution. The Company expenses the costglgértising, which include newspaper and other didweg activities, as incurred.
Advertising expenses for the years ended June@®@®,,2June 29, 2006 and June 30, 2005 were $2,278Band $1,896, respectively.

Shipping and Handling Costs

Shipping and handling costs, which include freigidl other expenses to prepare finished goods fipmsimt, are included in selling expens
For the years ended June 28, 2007, June 29, 2@Déuae 30, 2005, shipping and handling costs 18,291, $18,767 and $19,004,
respectively.
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Income Taxes

The Company accounts for income taxes using art asddiability approach that requires the recdgniof deferred tax assets and liabilities
for the expected future tax consequences of eveathave been reported in the Company’s finarstébements or tax returns. Such items
give rise to differences in the financial reportany tax basis of assets and liabilities. A vabratillowance is recorded to reduce the carrying
amount of deferred tax assets if it is more likiblgn not that all or a portion of the asset wilt he realized. Any investment tax credits are
accounted for by using the flow-through method, rebg the credits are reflected as reductions oetgpense in the year they are recognized
in the financial statements. In estimating futue ¢consequences, the Company considers all expfrttad events other than changes in tax
law or rates.

Segment Reporting

The Company operates in a single reportable operaggment that consists of selling various nutipcts procured and processed in a
vertically integrated manner through multiple disttion channels.

Earnings per Share

Earnings per common share is calculated using #ighted average number of shares of Common StatkCss A Common Stock
outstanding during the period. The following taptesents the reconciliation of the weighted avesdgges outstanding used in computing
earnings per share:

Year Ended Year Ended Year Ended
June 28, 2007 June 29, 2006 June 30, 2005
Weighted average shares outstan— basic 10,595,99 10,584,76 10,568,40
Effect of dilutive securities
Stock options — — 152,24:
Weighted average shares outstan— diluted 10,595,99 10,584,76 10,720,64

All outstanding options were excluded from the akdtion of diluted earnings per share for the yesided June 28, 2007 and June 29, 2006
due to net losses. Also excluded from the compmnaif diluted earnings per share for the years @ddee 30, 2005 were options with
exercise prices greater than the average marled pfithe Common Stock. Total options excluded ftbencalculation of diluted earnings per
share were 353,690, 324,815 and 3,226 for the yeatad June 28, 2007, June 29, 2006 and June @B, &3pectively. These options had
weighted average exercise prices of $13.00, $18nd0531.61, respectively.

StockBased Compensation

In December 2004, the Financial Accounting Stansi&uoiard (“FASB”) issued Statement of Financial Aacting Standards No. 123 (revised
2004), “Share-Based Payment” (“SFAS 123R"). Thit&nent requires companies to expense the estirfatedlue of stock options and
similar equity instruments issued to employees tiverequisite service period. FAS 123R eliminstesalternative to use the intrinsic
method of accounting provided for in Accountingrieiples Board Opinion No. 25, Accounting for Stdskued to Employees (“APB 25”),
which generally resulted in no compensation expeaserded in the financial statements related éogttant of stock options to employees if
certain conditions were met.

Effective for the first quarter of fiscal 2006, t@empany adopted SFAS 123R using the modified gaspe method, which requires the
Company to record compensation expense for alldsvgiranted after the date of adoption, and fouthested portion of previously granted
awards that remain outstanding at the date of amlnpAccordingly, prior period amounts presenteteirehave not been restated to reflect
adoption of SFAS 123R.

Prior to the adoption of SFAS 123R, the Companjuithed all tax benefits resulting from the exer@$stock options in operating cash flows
in its consolidated statements of cash flows. toatance with SFAS 123R, for the period beginniritt first quarter of fiscal 2006, the
Company includes the tax benefits from the exermoistock options in financing cash flows in itsmeolidated statement of cash flows.
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For the year ended June 30, 2005, the Company atmmbtor stock-based compensation in accordandeA®B 25 and related
interpretations using the intrinsic value methotljoh resulted in no compensation cost for optiorantgd for fiscal 2005. The Company had
adopted the disclosure only provisions of Staternéfiinancial Accounting Standards No. 123 (“SFA3") with respect to options granted
to employees.

The Company'’s reported net income and earningstpae on a pro forma basis for the year ended 3@in2005 if compensation cost had
been determined based on the fair value at the dedas in accordance with SFAS Nos. 123 and 148;dunting for Stock-Based
Compensation” is presented below.

Year Ended
June 30, 200
Net income applicable to common stockholders, psrted $  14,49¢
Add: Compensation expense included in reportednceme —
Deduct: Stoc-based employee compensation determined underdiie based method for all awal 353
Pro forma net income applicable to common stockdral $  14,14¢
Basic earnings per common she
As reportec $ 1.37
Pro forma $ 1.34
Diluted earnings per common sha
As reportec $ 1.3¢
Pro forma $ 1.32

The fair value of each option is estimated on tike @f grant using the Black-Scholes pricing mad#h the following weighted-average
assumptions:

Year Ended Year Ended Year Ended

June 28, 2001 June 29, 200¢ June 30, 200¢
Average ris-free interest rat 4.€% 4.1% 3.2%
Expected dividend yiel 0.C% 0.C% 0.C%
Expected volatility (based on historic 54.(% 54.71% 53.(%
Expected life (years 5.8 5.7 5.C

The weighted average fair value per option gramtasl $5.47, $9.85 and $8.76 for the years ended2ZRyr007, June 29, 2006 and June 30,
2005, respectively.

Comprehensive Loss (Income)

The Company accounts for comprehensive loss (ingagmaccordance with SFAS 130, “Reporting Comprahanincome”. This statement
establishes standards for reporting and displagamprehensive loss (income) and its componentsull set of general-purpose financial

statements. The statement requires that all conmgeé comprehensive loss (income) be reportedfimaacial statement that is displayed
with the same prominence as other financial statésne

Recent Accounting Pronouncements

In June 2006, the Financial Accounting Standardsr@¢the “FASB”) issued FASB Interpretation No. 48ccounting for Uncertainty in
Income Taxes”. The interpretation provides claaifion related to accounting for uncertainty in imeotaxes recognized in an enterprise’s
financial statements in accordance with FASB Stateérilo. 109, “Accounting for Income Taxes”. Thiseirpretation becomes effective for
fiscal 2008. The Company is currently assessingntipact of FASB Interpretation No. 48 on the Compaifinancial position, results of
operations and cash flows, but does not expecthieampact will be significant.

In September 2006, the FASB issued SFAS No. 1580y Walue Measurements” (“SFAS 157”). SFAS 157 dedi fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements.
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SFAS 157 is effective for fiscal years beginninggaNovember 15, 2007. The Company is currentlgssiag the impact of SFAS 157 on the
Company'’s consolidated financial position, resaftsperations and cash flows.

In September 2006, the FASB issued EITF 06-04, thating for Deferred Compensation and PostretirérBenefit Aspects of
Endorsement Split-Dollar Life Insurance ArrangersetEITF 06-04"). Under EITF 06-04, for an endonsent split-dollar life insurance
contract, an employer should recognize a liabftityfuture benefits in accordance with FASB 106mijioyers Accounting for Postretirement
Benefits Other Than Pensions” or Accounting PrilesBoard Opinion 12. The provisions of EITF 06e0é effective for fiscal 2009,
although early adoption is permissible. The Compargurrently evaluating the provisions of EITF 04-on the Company’s consolidated
financial position, results of operations and ciahs.

NOTE 3 — NATURE OF BUSINESS

John B. Sanfilippo & Son, Inc. is one of the le@dprocessors and marketers of tree nuts and peianiis United States. These nuts are sold
under a variety of private labels and under the gamy’sFisher, Evon’s, Flavor Tree, Sunshine CourangTexas Pridéorand names. The
Company also markets and distributes, and in nas#manufactures or processes, a diverse prageicif lfood and snack items, including
peanut butter, candy and confections, natural shaoH trail mixes, sunflower seeds, corn snaclssnse sticks and other sesame snack
products. The Company has plants located througheut/nited States. Revenues are generated fras tah variety of customers, includ
several major retailers and the U.S. governmenthkvare made on an unsecured basis.

NOTE 4 — INVENTORIES

Inventories consist of the following:

June 28, 200 June 29, 200
Raw material and supplit $ 57,34¢ $ 77,20¢
Work-in-process and finished goo 76,81: 87,18
Total $ 134,15¢ $ 164,39(

NOTE 5 — REVOLVING CREDIT FACILITY

On July 27, 2006, the Company amended its unsequiedbank credit facility into a secured bankditdacility (the “Bank Credit Facility).
The Bank Credit Facility provides for $100.0 miliiin secured borrowings and is comprised of (i)oaking capital revolving loan which
provides working capital financing of up to $94.@lion in the aggregate, and matures on July 2992@nd (ii) a $6.0 million letter of credit
maturing on June 1, 2011 (the “IDB Letter of Cr&div secure the industrial development bonds wliiichnced the construction of a peanut
shelling plant in 1987 as is described in Note e Bank Credit Facility also allows for an amendterincrease the total amount of secured
borrowings to $125.0 million at the election of Bempany, the agent under the facility and one arenof the Lenders under the facility.
Borrowings under the Bank Credit Facility accrueriast at a rate, the weighted average of which8:28% at June 28, 2007, determined
pursuant to a formula based on the agent bankesaete rate or the Eurodollar rate, as electethdy"bmpany. The level of the applicable
interest rate varies depending upon the Compangsterly financial performance, as measured byattaélable borrowing base. The Bank
Credit Facility was amended on June 1, 2007 (then#8Credit Facility Amendment”) to waive all nonrepliance with restrictive financial
covenants through the third quarter of fiscal 286d the first two interim periods of the fourth cfea of fiscal 2007. The Bank Credit Facil
Amendment also increased the Company’s interestormbutstanding amounts under the Bank Creditifyaloy 0.25%, required the
Company to obtain and maintain the services ofianitial consultant to assist the Company withutsifess and financial planning and
financial reporting to the Lenders and requiredGoenpany to pay a $100 amendment fee. As of Jun2@®@g, the Company had

$16.2 million of available credit under the Banle@it Facility.

The terms of the Bank Credit Facility include cirtaestrictive covenants that, among other thingguire the Company to maintain certain
specified financial ratios (if the borrowing baseébelow a designated level), restrict certain itmesits, indebtedness and capital expenditures
and restrict certain cash dividends, redemptioreapftal stock and
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prepayment of certain indebtedness of the CompEmy Lenders are entitled to require immediate reyt of the Company’s obligations
under the Bank Credit Facility in the event the @amy defaults on payments required under the BaakiCFacility, does not comply with
the financial covenants contained in the Bank Gredcility, or upon the occurrence of certain ottiefaults by the Company under the Bank
Credit Facility (including a default under the Nétgreement, as defined below). The Company is redub pay a termination fee of

$1.0 million if it terminates the Bank Credit Fatyilin the second year of the agreement.

The Company entered into a Security Agreement thighenders under the Bank Credit Facility (therftlers”) and the noteholders under the
Note Agreement (th“Noteholders”) whereby the Company granted colkdtatterests in certain of the Company’s assetsidieg, but not
limited to, accounts receivable, inventories andigment to the Lenders and Noteholders. The Compéstygranted liens against the
Company’s real property located in Elgin, lllin@isd Gustine, California to the Lenders and Notetrsld

The Company was not in compliance with certainrfgial covenants contained in the Bank Credit Rgcils of the end of the fourth quarter
of fiscal 2007 and expects to be in non-compliamith the same covenants in fiscal 2008. Specifjcéie Company was not in compliance
with quarterly covenants for the fourth quartefis€al 2007 since the Company did not achieve thmum adjusted quarterly EBITDA
requirement under the Note Agreement which is assdefault under the Bank Credit Facility. Alse thompany was not in compliance with
the minimum monthly working capital requirement an8ank Credit Facility as of the end of fiscal Z00he Company received waivers
from the Lenders for current and anticipated sompliance with the EBITDA covenant in the Note &gment and working capital covene
in the Bank Credit Facility and Note Agreement tigb and including the first quarter of fiscal 2088.a result of any future naztempliance
by the Company, the Lenders may demand immedigtagat for all amounts outstanding pursuant to taekBCredit Facility. The Compat
has engaged a third party to actively explore fiirag alternatives for the Company. The Companyebel it would be able to secure
alternative financing to replace the Bank Creditiktyt and Note Agreement on terms acceptable éoGbmpany, although there can be no
assurances that such alternative financing coulobbaned.

Sustained losses by the Company, the inabilitgteive waivers from the Lenders and Noteholdersmegotiate acceptable terms with the
Lenders and Noteholders, the inability to secuteradtive financing for amounts due pursuant toNbee Agreement and/or Bank Credit
Facility, and/or continued non-compliance with toenants or warranties in the Company’s Bank Creatility and Note Agreement would
have a material adverse effect on the Company&niiral position, results of operations and casidldn addition, the occurrence of such
events would adversely affect the Company’s abitpursue its business plans, objectives andntirage as a going concern. Presently,
there is substantial doubt with respect to the Camgjs ability to continue as a going concern. Foogerview of management'’s plans to
continue as a going concern see Item7Management’s Discussion and Analysis of Finan€ahdition and Results of Operations— Plans
to Continue as a Going Concern.”

NOTE 6 — LONG-TERM DEBT

Long-term debt consists of the following:

June 28, 200 June 29, 200
Notes payable, interest payable semiannually &%, $rincipal payable in se-annual installments of
$3,611 beginning on June 1, 2C $ 54,16: $ 61,38¢
Industrial development bonds, collateralized byding, machinery and equipment with a cost aggiagi
$8,000 5,50( 5,86t
Capitalized lease obligations/mortgages involvielgted partie: — 4,27¢
Arlington Heights facility, first mortgage, prin@pand interest payable at 8.875%, due in monthly
installments of $22 through October 1, 2( — 1,68¢
Selma, Texas facility financing obligation to reldtparties, due in monthly installments of $109@tgh
September 1, 203 14,06( —
Capitalized equipment leas 1,02¢ 11¢€
74,75 73,33t
Less: Current maturitie (54,970 (67,717
Total lon¢-term debt $ 19,78 $ 5,61¢
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The Company financed the construction of a pedmeitisg plant with industrial development bondslBB87. On June 1, 2006, the Company
remarketed the bonds, resetting the interest tatéb&% through May 2011, and at a market ratestddiermined thereafter. On June 1, 2011,
and on each subsequent interest reset date footids, the Company is required to redeem the baini@se value plus any accrued and
unpaid interest, unless a bondholder elects tinrbia or her bonds. Any bonds redeemed by the @Gmypt the demand of a bondholder on
the reset date are required to be remarketed byritierwriter of the bonds on a “best efforts” basise agreement requires the Company to
redeem the bonds in varying annual installmentggirey from $375 to $760 annually through 2017. Tenpany is also required to redeem
the bonds in certain other circumstances, for exemythin 180 days after any determination th&tiaest on the bonds is taxable. The
Company has the option at any time, however, stibjezertain conditions, to redeem the bonds a fedue plus accrued interest, if any.

In order to finance a portion of the Company’s ligcconsolidation project and to provide for ther@pany’s general working capital needs,
the Company received $65.0 million pursuant to & parchase agreement (the “Note Agreement”) edtiete on December 16, 2004 with
various Noteholders at a 4.67% annual interest @teJuly 27, 2006, the Note Agreement was ametaeximong other things, increase the
interest rate from 4.67% to 5.67% per annum, wallyeon-compliance with financial covenants througime 29, 2006, secure the Company’
obligations and modify future financial covenarthe Note Agreement was further amended on Jun@Ql;, ® waive all non-compliance
with restrictive financial covenants through th&dhlyuarter of fiscal 2007, increase the interat to 5.92%, require the Company to obtain
and maintain the services of a financial consultarmtssist the Company with its business and fimhptanning and financial reporting to the
Noteholders and require the Company to pay a $t@¥hdment fee. Additionally, the Company is requie@ay an excess leverage fee o

to an additional 1.00% per annum depending updeverage ratio and financial performance. The M@eement requires semi-annual
principal payments of $3.6 million plus interestahgh December 1, 2014. The Company has the of@iprepay amounts outstanding under
the Note Agreement. Any such prepayment must batftgast 5% of the outstanding amount at the tfepayment up to 100%. A
prepayment fee would be incurred based on therdiffeal between the interest rate in the Note Agreret and .50% over published U.S.
treasury securities having a maturity equal torémaining average life of the prepaid principal amts.. If a prepayment is made in fiscal
2008, the debt extinguishment charges are estintated $2.0 to $2.5 million, assuming no changehénU.S. treasury securities interest
rates.

The terms of the Note Agreement, as amended, iadedain restrictive covenants that, among othiegs, require the Company to maintain
certain specified financial ratios, attain minimguomrterly adjusted EBITDA levels of $8.0 millionrmguarter for fiscal 2008 (although
compliance with this covenant has been waivedHerfirst quarter of fiscal 2008), restrict certaimestments, indebtedness and capital
expenditures and restrict certain cash divideret¥emptions of capital stock and prepayment of temaebtedness of the Company.
EBITDA is calculated in accordance with provisiamsler the Note Agreement and may be adjusted ftaingtems of income and expense,
including gains and losses on the sale of assetsign expense and certain other non-cash expértsedloteholders are entitled to require
immediate repayment of the Company’s obligationdenrthe Note Agreement in the event the Companguliisfon payments required under
the Note Agreement, non-compliance with the finahcovenants, or upon the occurrence of certaiaratbfaults by the Company under the
Note Agreement (including a default under the B@&nkdit Facility).

The Company entered into a Security Agreement thighLenders and the Noteholders whereby the Comgeanted collateral interests in
certain of the Company’s assets including, butlinuted to, accounts receivable, inventories andigment to the Lenders and Noteholders.
The Company also granted liens against the Compapwl property located in Elgin, Illinois and Guoset California to the Lenders and
Noteholders

The Company was not in compliance with certainrfgial covenants contained in the Note Agreemepf dse end of the fourth quarter of
fiscal 2007 and expects to be in naympliance with the same covenants in fiscal 2@&cifically, the Company was not in complianceh
quarterly covenants for the fourth quarter of fi207 since the Company did not achieve the mininadjusted quarterly EBITDA
requirement and the minimum monthly working capiégjuirement. The Company received waivers foranirand anticipated non-
compliance with the EBITDA covenant in the Note &gment and working capital covenants in the Baddi€Facility and Note Agreement
through and including the first quarter of fisc@08. As a result of any future non-compliance wlith Company’s Note Agreement and Bank
Credit Facility, the Noteholders may demand immiedgayment for all amounts outstanding pursuattiedNote Agreement, and in certain
circumstances the Company could be required toagreptstanding debt balances as required by thep@owy's primary financing
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agreements and the Intercreditor Agreement. If eraiare not received for future non-compliance wWithCompany’s Note Agreement and
Bank Credit Facility, the Company would be requitedbtain alternative financing for amounts outgiag pursuant to its Bank Credit
Facility and Note Agreement. The Company has ertjagtird party to actively explore financing aitatives for the Company. The
Company believes it would be able to secure altarméinancing to replace the Note Agreement andkB@redit Facility on terms acceptable
to the Company, although there can be no assuréimaesuch alternative financing could be obtained.

Sustained losses by the Company, the inabilitgteive waivers from the Lenders and Noteholdessirtability to secure alternative
financing for amounts due pursuant to the Note Agrent and/or Bank Credit Facility, and/or continned-compliance with the covenants
or warranties in the Company’s Bank Credit Faciibyd Note Agreement would have a material advdfeeten the Company’s financial
position, results of operations and cash flowsaddition, the occurrence of such events would adlgaffect the Company’s ability to
pursue its business plans, objectives and to aomi@s a going concern. Presently, there is sultdoubt with respect to the Company’s
ability to continue as a going concern. For an wiesv of management’s plans to continue as a goimgern see ltem #+ Management'’s
Discussion and Analysis of Financial Condition &websults of Operations — Plans to Continue as ags6oncern.”

On August 6, 2007, the Company notified the Notdaid and the Lenders that it was not in compliavite financial covenants as of and for
the quarter ended June 28, 2007. As such, a ShRerigd, as defined in the Intercreditor Agreenambng the Company, Noteholders and
Lenders (the “Intercreditor Agreement”), commenoedAugust 6, 2007 and was not waived by the preshomentioned waivers through the
first quarter of fiscal 2008. Per the terms of tfieercreditor Agreement, new advances by the Lendaring the Sharing Period are to be
repaid from cash collateral receipts prior to @tmipayments to the Lenders and the Noteholdeesisting debt outstanding at the
commencement of the Sharing Period. As such, caltdteral receipts will continue to be applied bg Collateral Agent, as defined in the
Intercreditor Agreement, to the amount outstandinder the Bank Credit Facility provided that thelagation does not reduce the balance to
an amount less than $65.3 million. To the exteat the application of cash collateral receipts woeduce the balance outstanding under the
Bank Credit Facility to an amount less than $65iion, those receipts will not be applied and vii# held in the cash collateral account by
the Collateral Agent, who is then required to mpk@rata payments to the Lenders and the Notelohltdeast once every 20 days. Abser
agreement ending the Sharing Period, any cashe@llaeld by the Collateral Agent per the forega@n the open of business currently on
September 14, 2007 will be used to make pro ratenpats to the Lenders and the Noteholders.

In September 2006, the Company sold its Selma, STps@perties to two related party partnershipssfigt.3 million and is leasing them back.
The selling price was determined by an independpptaiser to be the fair market value which algwraximated the Company’s carrying
value. The lease for the Selma, Texas propertisahan-year term at a fair market value rent #ithe five-year renewal options. Also, the
Company has an option to purchase the properties fihe partnerships after five years at 95% (100%etitain circumstances) of the then
market value, but not to be less than the $14.Bomipurchase price. The financing obligation isngeaccounted for similar to the accounting
for a capital lease, whereby $14.3 million was rded as a debt obligation, as the provisions ofth@engement are not eligible for sale-
leaseback accounting. No gain or loss was recavddte transaction. These partnerships were preyi@onsolidated as variable interest
entities. Based on reconsideration events in tind tuarter of 2006 and in the first quarter o€&52007, the Company determined the
partnerships were no longer subject to consolidaamvariable interest entities. These partnersirpso longer considered variable interest
entities subject to consolidation as the partnpsshad substantive equity at risk at the time ¢érémg into the Selma, Texas sale-leaseback
transaction.

Aggregate maturities of long-term debt are as fedldor the years ending:

June 26, 200 $54,97(
June 25, 200 844
June 24, 201 93C
June 30, 201 4,82:
June 28, 201 304
Thereaftel 12,88:
Total $74,75:
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NOTE 7 — INCOME TAXES
The (benefit) provision for income taxes for thaggeended June 28, 2007, June 29, 2006 and Jug8@are as follows:

June 28, 200 June 29, 200 June 30, 200
Current $ (6,829 $ (6,689 $ 8,93t
Deferred (750 (2,000 33¢€
Total (benefit) provision for income tax $ (7,579 $ (8,689 $  9,26¢

The reconciliations of income taxes at the stayutederal income tax rate to income taxes repdrtabe statements of operations for the
years ended June 28, 2007, June 29, 2006 and 0ug6@b are as follow:

June 28, June 29, June 30,
2007 2006 2005
Federal statutory income tax r 35.(% 35.(% 35.(%
State income taxes, net of federal ber 4.4 4.8 5.C
Goodwill impairment los: — (1.9 —
Valuation allowance for state net operating logsyfarwards (4.9 (2.0 —
Other 07 an a9
Effective tax rate 35.7% 34.2% 39.(%
The deferred tax assets and liabilities are coragredf the following:
June 28, 2007 June 29, 200¢
Asset Liability Asset Liability
Current
Accounts receivabl $ 15F $ — $ 22z $ —
Employee compensatic 602 — b4¢ —
Inventory 10t — 97t —
Deferred revenu 363 — — —
Workers compensatiol 1,50: — 1,23¢ —
Valuation allowanct (60€) — — —
Other 18 — — —
Total curren $ 2,14C $  — $ 2,98/ $ —
Long term
Depreciatior $ — $ (7,527) $ — $ (8,82%)
Amortization 234 — 301 —
Capitalized lease 201 — 78C —
Operating loss carryforwart 2,05z — 927 —
Retirement plai 3,53( — 554 —
Valuation allowanct (1,406 — (500 —
Other 304 — 37¢ —
Total lon¢-term $ 4,91¢ $ (7,52 $ 2,44C $ (8,825
Total $ 7,05¢ $ (7,529 $ 5,424 $ (8,82Y

As of the end of fiscal 2007, the Company had axiprately $25,000 of operating loss carryforwardsdtate income tax purposes. Current
federal losses are being fully carried back todig905. All of the net operating loss (“NOL”") cgforward relates to losses generated during
the years ended June 28, 2007 and June 29, 2086033es generally have a carryforward period tfiben 5 and 10 years before expirat
The Company has provided a valuation allowanceaeelt realization of such operating loss carrynds, as it is “more likely than not”
such losses may expire unused in the future givemagement’s going concern assessment. There limitiaiele presumption in a going
concern circumstance that the remaining state N@tytorwards will not be recoverable as future tdgdncome from sources other than the
reversal of existing future taxable temporary d#éfeces and can not be relied upon as evidence
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supporting the recovery of the deferred tax agset result the Company has provided a valuatitmwaince, which reflects the amount by
which state income tax NOL carryforwards are inesscof state net deferred tax liabilities.

The Company evaluates the realization of defem®assets by considering its historical taxableime and future taxable income based t
the reversal of deferred tax liabilities. At Jurge 2007, other than state net operating loss camrds, the Company believes that its
deferred tax assets are fully realizable to therexdhere are deferred tax liabilities that aresex@d to reverse over a similar time frame.

If recurring losses are experienced in fiscal 2@B8n future income tax benefits would be only mpiped to the extent there are deferred tax
liabilities that are expected to reverse over dlamime frame as loss carrybacks are unavailable.

NOTE 8 — COMMITMENTS AND CONTINGENCIES

Operating Leases

The Company leases buildings and certain equipmansuant to agreements accounted for as oper&asgs$. Rent expense under these
operating leases aggregated $2,723, $2,342 an@d®®Bthe years ended June 28, 2007, June 29, &@M6une 30, 2005, respectively.
Aggregate non-cancelable lease commitments undsetbperating leases are as follows for the yewlisg:

June 26, 200 $ 2,10¢
June 25, 200 91C
June 24, 201 41¢
June 30, 201 264
June 28, 201 27
Thereaftel —

$ 3,72¢
Litigation

The Company is a party to various lawsuits, protegdand other matters arising out of the condfigsdusiness. It is management’s
opinion that the ultimate resolution of these nratteill not have a significant effect upon the mesis, financial condition or results of
operations of the Company.

NOTE 9 — STOCKHOLDERS’ EQUITY

The Company’s Class A Common Stock, $.01 par vighe“Class A Stock”), has cumulative voting rightith respect to the election of
those directors which the holders of Class A Strekentitled to elect, and 10 votes per sharelattar matters on which holders of the
Company’s Class A Stock and Common Stock are edttt vote. In addition, each share of Class AlSi®convertible at the option of the
holder at any time into one share of Common Stockautomatically converts into one share of Comi&tmtk upon any sale or transfer
other than to related individuals. Each share ef@ompany’s Common Stock, $.01 par value (the “Com@tock”) has noncumulative
voting rights of one vote per share. The Classdclsand the Common Stock are entitled to sharellggoa a share-for-share basis, in any
cash dividends declared by the Board of Directansl, the holders of the Common Stock are entitlezldot 25% of the members comprising
the Board of Directors.

NOTE 10 — STOCK OPTION PLANS

At the Company’s annual meeting of stockholder©atober 28, 1998, the Company’s stockholders amut@new stock option plan (the
“1998 Equity Incentive Plan”) under which awardsoh-qualified options and stock-based awards neaypade. There are 700,000 shares of
common stock authorized for issuance to certaindraployees and “outside directors” (i.e. directwh® are not employees of the Company
or any of its subsidiaries). The exercise pricéhefoptions will be determined as set forth in1888 Equity Incentive Plan by the Board of
Directors. The exercise price for the stock optionst be at least the fair market value of the Comi®tock on the date of grant, with the
exception of nonqualified stock options, which t@ve an exercise price equal to at least 50% dfihenarket value
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of the Common Stock on the date of grant. Excegeagorth in the 1998 Equity Incentive Plan, opsi@xpire upon termination of
employment or directorship. The options grantedeuride 1998 Equity Incentive Plan are exercisablé 2nnually commencing on the first
anniversary date of grant and become fully exebdésan the fourth anniversary date of grant. Oggtiganerally will expire no later than ten
years after the date on which they are granted.Cdmapany issues new shares of Common Stock upanisg®f stock options. All of th
options granted, except those granted to outsigetdirs, were intended to qualify as incentive lstgqgtions within the meaning of

Section 422 of the Code. At June 28, 2007, there wB9,000 options available for distribution unthés plan. Option exercises are satisfied
through the issuance of new shares of Common Stock.

The Company determines fair value of such awaritgyube Black-Scholes option-pricing model. Thddaling assumptions were used to
value the Company’s grants during fiscal 2007: &8 6.25 years expected life; expected stock ilibfdtom 52.9% to 58.8%; risk-free
interest rate of 4.56% to 4.72%; expected forfegusf 5%; and expected dividend yield of 0% duthmexpected term.

The expected term of the awards was determined tisen“simplified method” as stated in SEC Staftéanting Bulletin No. 107 that

utilizes the following formula: ((vesting term +iginal contract term)/2). Expected stock volatiltas determined based on historical
volatility for either the 3.75 or 6.25 year-peripeceding the measurement date. The risk-freenasebased on the yield curve in effect at the
time options were granted, using U.S. treasury teomisnaturities over the expected life of the aptiéxpected forfeitures were determined
based on the Company’s expectations and past exjges. Expected dividend yield was based on thep@owis dividend policy at the time
the options were granted.

Under the fair value recognition provisions of SFAER, stock-based compensation is measured gtdhe date based on the value of the
award and is recognized as expense over the vastimgd. Stock-based compensation expense wasal$546 for the years ended

June 28, 2007 and June 29, 2006, respectivelythencklated tax benefit for non-qualified stockiops was $24 and $39 for the years ended
June 28, 2007 and June 29, 2006, respectively: ribie adoption of SFAS 123R, the tax benefitsdfeductions resulting for stock option
exercises were presented as cash flows from opgrattivities. With the adoption of SFAS 123R, tleeluctions for tax benefits are
presented as financing cash flows.

Activity in the Company’s stock option plans fosdal 2007 was as follows:

Weighted
Average
Exercise
Shares Price
Outstanding at June 24, 20 263,31! $ 10.41
Activity:
Granted 72,00( 18.5¢
Exercisec (21,129 9.3¢
Outstanding at June 30, 20 314,19( $ 12.37
Activity:
Granted 66,00( 18.7:
Exercisec (11,750 6.0:
Forfeited (43,629 13.82
Outstanding at June 29, 20 324,81! $ 13.7C
Activity:
Granted 76,00( 10.2¢
Exercisec (12,250 6.8(
Forfeited (35,879 15.4¢
Outstanding at June 28, 20 353,69( $ 13.0C
Exercisable at June 28, 20 199,69( $ 11.6(
Exercisable at June 29, 20 142,81! $ 10.4¢
Exercisable at June 30, 20 95,06¢ $ 8.1¢
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The number of stock options vested, and expectedgbin the future, as of June 28, 2007 is natii@antly different from the number of
stock options outstanding at June 28, 2007, ascstiove. The weighted average fair value of optgmanted was $5.47 and $9.85 for the
years ended June 28, 2007 and June 29, 2006, tiespecThe total intrinsic value of all optionsexised was $63 and $104 for the ye
ended June 28, 2007 and June 29, 2006, respeci@kliie 76,000 total options granted during fist@07, 14,000 were at exercise prices
greater than the market price of the Common Stotheagrant date with a weighted average fair vafu®4.52 per share, and the remaining
62,000 options were at exercise prices equal tondudket price of Common Stock at the grant dath witveighted average fair value of $5.68
per share. Of the 66,000 total options grantedhduiiscal 2006, 14,000 were at exercise pricestgréhan the market price of the Common
Stock at the grant date with a weighted averagesédue of $8.21 per share, and the remaining S2¢dilions were at exercise prices equal to
the market price of Common Stock at the grant detfe a weighted average fair value of $10.29 persh

As of June 28, 2007, there was $765 of total urgeized compensation cost related to non-vestecdiesed compensation arrangements
granted under the Compasystock option plans. The Company expects to rézedghat cost over a weighted average period oféads. The
total fair value of shares vested during fiscal 20@&s $565.

Exercise prices for options outstanding as of 28)2007 ranged from $3.44 to $32.30. The weighteftage remaining contractual life of
those options is 6.1 years, and 5.3 years for thgsgcisable. The aggregate intrinsic value oftantting options at June 28, 2007 was $555,
$503 for those exercisable. The options outstandiniyne 28, 2007 may be segregated into two raages shown in the following:

Option Price Per Share Rangg¢

$3.44- $11.89 $15.14- $32.30
Number of option: 175,06! 178,62!
Weighte(-average exercise pris $ 7.87 $ 18.0Z
Weightec-average remaining life (year 6.C 6.2
Number of options exercisak 107,56! 92,12¢
Weighted average exercise price for exercisabl®og $ 6.3¢ $ 17.7:

NOTE 11 — EMPLOYEE BENEFIT PLANS

The Company maintains a contributory plan estabtigbursuant to the provisions of section 401(khefinternal Revenue Code. The plan
provides retirement benefits for all nonunion emnypkss meeting minimum age and service requirem&hesCompany contributes 50% of
amount contributed by each employee up to certaximmums specified in the plan. Total Company ctwitions to the 401(k) plan were
$655, $629 and $584 for the years ended June B8, 20ne 29, 2006 and June 30, 2005, respectively.

The Company contributed $241, $128 and $94 foyéaes ended June 28, 2007, June 29, 2006 and 0uB6@5, respectively, to multi-
employer union-sponsored pension plans. The Comiggmgsently unable to determine its respectiegesbf either accumulated plan
benefits or net assets available for benefits uttdeunion plans.

NOTE 12 — RETIREMENT PLAN

On August 2, 2007, the Compensation, Nominating@oiporate Governance Committee (the “Committepfjraved a restated
Supplemental Employee Retirement Plan (“SERP”étain executive officers and key employees ofGbepany, effective as of

August 25, 2005. The restated SERP changes theagtgted on August 25, 2005 to, among other thiclgsify certain actuarial provisions
and incorporate new Internal Revenue Service reménts. The SERP is an unfunded, non-qualifiedfiigrien that will provide eligible
participants with monthly benefits upon retiremetisability or death, subject to certain conditioBsenefits paid to retirees are based on age
at retirement, years of credited service, and @ec@mpensation. The Company uses its fiscal grdras its measurement date for oblige
and asset calculations. Effective June 28, 20@/Cibmpany adopted the recognition and disclosweégions of SFAS No. 158, “Employers’
Accounting for Defined Benefit Pension and OthestRaiirement Plans — an amendment of FASB Stateien87, 99, 106 and 123(R)
(“SFAS 158"), which required the recognition of thumded status of the SERP on the ConsolidatedBal&heet. Actuarial gains or losses,
prior service costs or credits and transition dadtiigns that have not yet been recognized are nquined to be recorded as a component of
“Accumulated Other Comprehensive Loss” (“AOCL").
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The following table reflects the effects the adoptof SFAS 158 had on the Consolidated BalancetSiseaf June 28, 2007:

Incremental Effect of Applying SFAS 158
on Individual Line Iltems in the Consolidated Balane Sheet

Before After
Application Application
of Statement of Statement
158 Adjustments 158
Intangible asse $ 4,93¢ $(4,93¢) $ —
Total asset 372,78t (4,936 367,85(
Long-term retirement plan liabilit 7,75¢ 1,30¢ 9,06(
Long-term deferred income tax liabili 4,791 (2,185 2,60¢
Total lon¢-term liabilities 32,50% (879 31,62¢
Accumulated other comprehensive loss, net of tavefi — (4,057 (4,057
Total stockholdel' equity 166,94¢ (4,057 162,89.
Total liabilities and stockholde’ equity 372,78t (4,936 367,85(
The following table presents the changes in thgepted benefit obligation for the fiscal years eiide
June 28, 200 June 29, 200
Change in projected benefit obligatior
Benefit obligation at beginning of year or plangption $ 10,24¢ $ 14,67
Service cos 262 38€
Interest cos 658 64z
Actuarial gain (1,530 (5,459
Benefits paic (345) —
Projected benefit obligation at end of y: $ 9,28¢ $ 10,24¢
Components of the actuarial gain portion of thengesin projected benefit obligation are presentldv:
June 28, 200 June 29, 200
Actuarial Gain
Change in bonus expectati $ (45%) $ (3,14)
Change in discount ra 182 (2,906
Adjustment to projected retiree bent (9149 —
Other (345) (40€)
Actuarial gain $ (1,530 $ (5459
Amounts recognized in the consolidated balancetshielated to the SERP consist of:
June 28, 200 June 29, 200
Before adoption of SFAS 158
Accrued benefit cos $ (7,989 $ (8,029
Intangible asse 4,93t 6,197
Net amount recognize $ (3,049 $ (1,820
After adoption of SFAS 158:
Current liabilities $ (229
Long-term liabilities (9,060)
Net amount recognize $ (9,289
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The components of the net periodic pension cosasfellows:

Year Ended Year Ended

June 28, 200 June 29, 200t

Service cos $ 262 $ 38¢
Interest cos 652 64z
Recognized gain amortizatic (30¢) —
Prior service cost amortizatic 957 79¢
Net periodic pension co $  1,56¢ $ 1,82¢

Significant assumptions related to the Company’RBEnclude the discount rate used to calculatatiearial present value of benefit

obligations to be paid in the future and the avenadge of compensation expense increase by SERiBippants.

The assumptions utilized by the Company in caltdgthe benefit obligations of its SERP are asofof:

June 28, 2007

June 29, 2006

Discount rate 6.27% 6.44%
Rate of compensation increa: 4.5(% 4.5(%
Bonus payment 60% of base 60% of base,
paid 3 of 5 paid annually
years
The assumptions utilized by the Company in caltdgthe net periodic costs of its SERP are as Vil
Year Ended Year Ended
June 28, 2001 June 29, 200¢
Discount rate 6.44% 5.25%
Rate of compensation increa: 4.5(% 4.0(%
Bonus payment 60% of base 100% of bast
paid annuall paid annually

The assumed discount rate is based, in part, ugiistaunt rate modeling process that considers higth quality long-term indices and the
duration of the SERP plan relative to the duratiomglicit in the broader indices. The discount riatetilized principally in calculating the
actuarial present value of the Company’s obligatinod periodic expense pursuant to the SERP. Textent the discount rate increases or

decreases, the Company’s SERP obligation is demdle@sincreased, accordingly.

The following table presents the benefits expettdae paid in the next ten fiscal years:

Fiscal year

2008
2009
2010
2011
2012
2013— 2017

66

$ 23C
907
67¢

67C
3,17¢




Table of Contents

NOTE 13 — TRANSACTIONS WITH RELATED PARTIES

In addition to the related party transactions dbscrin Notes 2 and 6, the Company also enteredtiahsactions with the following related
parties:

The Company purchases materials and manufactuguigraent from a company that is 11% owned by tHe wi the Company’s Chairman
of the Board. The five children of the Company’sa€@man of the Board own the balance of the entityee directly or as equal beneficiaries
of a trust. Two of the children are officers ancedtors of the Company. Purchases from this relatgity aggregated $9,772, $9,799 and
$8,565 for the years ended June 28, 2007, Juriz0P®, and June 30, 2005, respectively. Accountsipaya this related entity aggregated
$358 and $128 at June 28, 2007 and June 29, 288 atively.

The Company purchases materials from a companysl38% owned by an individual related to the Conypm Chairman of the Board.
Material purchases from this related entity aggted)$784, $682 and $489 for the years ended Jur20R8, June 29, 2006 and June 30,
2005, respectively. Accounts payable to this relatetity aggregated $3 and $12 at June 28, 2007wamel 29, 2006, respectively.

The Company purchased supplies from a companyhsipreviously 33% owned by an individual relaethie Company’s Chairman of the
Board. This individual divested his ownership dgrfiscal 2005. Supply purchases from this forméatesl entity aggregated $174 for the
year ended June 30, 20(

NOTE 14 — DISTRIBUTION CHANNEL AND PRODUCT TYPE SAL ES MIX

The Company operates in a single reportable opgraggment through which it sells various nut potslthrough multiple distribution
channels.

The following summarizes net sales by distributithannel.

Year Ended Year Ended Year Ended
Distribution Channel June 28, 200 June 29, 200 June 30, 200
Consume $ 277,41 $ 292,89( $ 298,29¢
Industrial 111,99¢ 131,63! 132,90(
Food Service 61,76: 64,35¢ 61,29
Contract Packagin 45,00: 44,87 45,18:
Export 45,20¢ 45,80¢ 44 ,05¢
Total $ 541,37¢ $ 579,56 $ 581,72¢

The following summarizes sales by product type psraentage of total gross sales. The informatdrased on gross sales, rather than net
sales, because certain adjustments, such as porabdiiscounts, are not allocable to product types.

Year Ended Year Ended Year Ended
Product Type June 28, 200 June 29, 200 June 30, 200
Peanuts 20.C% 20.1% 22.2%
Pecan:s 22.2 21.¢ 23.Z
Cashews & Mixed Nut 21.1 22.2 22.7
Walnuts 13.7 11.€ 9.4
Almonds 13.: 15.4 13.F
Other 9.€ 8.t 8.7
Total 100.(% 100.(% 100.(%
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NOTE 15 — VALUATION AND QUALIFYING ACCOUNTS AND RES ERVES

The following table details the activity in varioabowance and reserve accounts:

Balance a
Beginning Balance at

Description of Period Additions Deductions End of Period
June 28, 200
Income tax valuation allowant $ 50C $ 1,512 $ — $ 2,01z
Allowance for doubtful accoun 304 35E (47¢) 183
Reserve for cash discout 28C 5,591 (5,64¢) 22t
Reserve for customer deductic 3,18z 6,30¢ (6,739 2,751
Total $ 4,26¢ $13,76¢ $(12,86)) $ 5,171
June 29, 2006
Income tax valuation allowant $ — $ 50C $ — $ 50C
Allowance for doubtful accoun 887 88 (677) 304
Reserve for cash discout 28C 6,05¢ (6,055 28C
Reserve for customer deductic 2,56 8,752 (8,132 3,182
Total $ 3,72¢ $15,39¢ $ (14,85 $ 4,26¢€
June 30, 200:
Allowance for doubtful accoun $ 65C $ 27C $ (33 $ 887
Reserve for cash discout 19t 6,15¢ (6,070 28C
Reserve for customer deductic 1,13 8,154 (6,729 2,562
Total $ 1,97i $14,57¢ $(12,82)) $ 3,72¢
NOTE 16 — INTEREST COST
The following is a breakout of interest cost:

Year Ended Year Ended Year Ended

June 28, 200 June 29, 200 June 30, 200
Gross interest co: $ 10,24¢ $ 8,32 $ 4,03
Capitalized interes (907) (1,80¢) (32
Interest expens $ 934 $ 6,51¢ $ 3,99

NOTE 17 — SUPPLEMENTARY QUARTERLY DATA (Unaudited)

The following unaudited quarterly consolidated finel data are presented for fiscal 2007 and fi2686 Quarterly financial results
necessarily rely on estimates and caution is reduir drawing specific conclusions from quarteidysolidated results.

First Second Third Fourth
Quarter Quarter Quarter Quarter
Year Ended June 28, 20(
Net sales $133,79: $177,65¢ $107,00¢ $122,92.
Gross profit 5,72% 19,13¢ 5,96¢ 10,30«
(Loss) income from operatiol (5,88)) 3,751 (6,127 (3,039
Net (loss) incomi (4,82)) 1,23¢€ (6,187) (3,909
Basic and diluted (loss) earnings per common s $ (0.4€) $ 0.1z $ (0.5%) $ (0.37)
Year Ended June 29, 20(
Net sales $138,65¢ $191,07° $119,00:« $130,82!
Gross profit 13,28( 16,13¢ 4,49¢ 3,20(
(Loss) income from operatiol (82 1,262 (7,425 (12,039
Net loss (2,12¢) (64) (5,919 (9,616
Basic and diluted loss per common st $ (0.1)) $ (0.0) $ (0.5¢) $ (0.9))
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The first quarter of fiscal 2007 contained a $3ilion gain related to real estate transactionsoAhcluded the quarter were (i) a $0.6 million
net downward revision to the estimate of on-hanahtjties of bulk-stored inshell pecan and walnueimtories and (ii) $1.5 million in
manufacturing expenses at the new Elgin, lllinaisility before production began at the facility.eT$econd quarter of fiscal 2007 contained
$3.0 million of manufacturing expenses at the négwk: lllinois facility while production was limit@ at the facility. The third quarter of fiscal
2007 contained $2.5 million of redundant manufantuexpenses as production increased at the neiw, Blgois facility while operations
continued at the existing Chicago area facilitidge fourth quarter contained $2.2 million of suedundant costs along with (i) $1.0 million
in costs related to moving equipment to the newlifiac(ii) $0.5 million in consulting fees relatetd the Company’s efforts to remediate
material weaknesses, and (iii) $0.2 million relatedredit facility waiver and amendment fees.

The fourth quarter of fiscal 2006 contained (i)daSpmillion downward revision to the estimate oflend quantities of bulk-stored inshell
pecan inventories, (i) a $0.8 million increasehia accrual for workers’ compensation claims, §i)5 million in additional costs related to
the reprocessing of walnuts and almonds, (iv) 8 #iillion write-down of walnut and almond by-prodsi@nd packaging materials, (v) a
$1.2 million goodwill impairment loss, (vi) a $0n%illion charge related to a variable interest gntind (vii) a $0.5 million valuation
allowance related to the realization of tax beneditryforwards.
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Item 9 — Changes in and Disagreements with Accoumntiés on Accounting and Financial Disclosure

None.

Item 9A — Controls and Procedures

Disclosure Controls and Procedures

The Company maintains “disclosure controls and gdaces”, as such term is defined under Rule158&) under the Securities Exchange
of 1934, as amended (the “Exchange Act”), thatdasigned to ensure that information required tdibelosed in the Company’s Exchange
Act reports is recorded, processed, summarizedrepuatted within the time periods specified in 8&C'’s rules and forms, and that such
information is accumulated and communicated taGbmpany’s management, including its Chief Execu@ficer (“CEQO”) and Chief
Financial Officer (“CFQ"), as appropriate, to alldimely decisions regarding required disclosurdgee TEO and CFO have evaluated the
Company'’s disclosure controls and procedures dsroé 28, 2007. Based upon their evaluation, amdrasult of the material weakness
described below, these officers have concludedtttta€ompany’s disclosure controls and proceduresiat effective as of June 28, 2007.

Managements Report on Internal Control over Financial Reporting

Management of the Company is responsible for @stdby and maintaining adequate internal contr@rdinancial reporting, as such term is
defined in Rule 13a-15(f) under the Securities BExaje Act of 1934. Management assessed the effaetigeof the Company’s internal
control over financial reporting as of June 28,200 making this assessment, management useditbeacset forth by the Committee of
Sponsoring Organizations of the Treadway Commisg€dSO) inInternal Control-Integrated FrameworkPricewaterhouseCoopers LLP,
independent registered public accounting firm, eabihe effectiveness of the Company’s internatrobiover financial reporting as of

June 28, 2007 as stated in their report contaiméki$ Annual Report on Form 10-K.

A material weakness is a control deficiency, or boration of control deficiencies, in internal casitover financial reporting, such that there
is a reasonable possibility that a material misstaint of the annual or interim financial statemevitisnot be prevented or detected.
Management’s assessment included the following maht@eakness in the Company’s internal controlrdireancial reporting as of June 28,
2007:

The Company did not maintain effective controlemsure the completeness and accuracy of finarariatést information communicated
within the organization on a timely basis. Speailli, there are insufficient financial forecast trofs to ensure accurate forecasts and
adequate sharing of information between the acaugygales and operating departments of the Comfmaiy properly assess its ability to
comply with future debt covenant requirements,riheo to properly classify debt in the balance slaeltprovide accurate disclosures
regarding debt covenant compliance, or (ii) foréfatsire cash flows or operating results for longdl asset impairment assessment or
deferred income tax valuation allowance considenathdditionally, the Company has not establishexdrganizational infrastructure to
properly support the financial forecast and foreaasnitoring process. This control deficiency résdlin the restatement of the 2006
consolidated financial statements, affecting tlassification of long-term debt, valuation allowarasociated with state tax net operating
loss carryforwards and disclosures relating toGbenpany’s ability to continue as a going concetmisTontrol deficiency could result in a
misstatement of the aforementioned account balaaméslisclosures that would result in a materiaistaitement of the annual or interim
consolidated financial statements that would ngpfeeented or detected. Accordingly, managementhtermined that this control
deficiency constitutes a material weakness at 28n2007.

As a result of the material weakness, managementdrecluded that the Company did not maintain &ffednternal control over financial
reporting as of June 28, 2007, based on critetabéished innternal Control — Integrated Framewoissued by the COSO.
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Remediation Plan for Fiscal 2007 Material Weakness

While the material weakness described above gidteat June 28, 2007, the Company has implememtedin procedures during fiscal 2C
to mitigate the potential severity and likelihoddaamaterial misstatement of the annual or intdiimancial statements. Specifically, the
Company has:

1. Conducted month end surveys or meetinggofficant functional areas such as operationsgipasing, accounts payable, sales,
marketing and payroll in order to ensure thatekvant information is communicated to the accauntepartment in a complete and
timely manner and considered in the financial statet closing proces

2. Implemented a process to ensure that infdomgathered in the financial statement closinucpss that requires further action or
consideration is appropriately tracked and resotwed timely basis

3.  Performed monthly cutoffs of all transactibactivity on a company-wide basis to the samerexthat it performs cutoffs at the end
of quarters to improve the accuracy of monthlyrimteperiodic financial information. This effort hasimarily focused on inventory
and related reserves and accou

4.  Enhanced its monthly procedures to inclueél reconciliations of all balance sheet accothss are reviewed by accounting
managemen

The Company has yet to implement procedures toreehthe reliability of its forecasting procedurése Company plans to implement such
procedures, including the establishment of orgdiuimal infrastructure to properly support the fingh forecasting and forecast monitoring
processes, during fiscal 2008.

Remediation of Other Fiscal 2006 Material Weaknesse

The following additional material weaknesses thatemeported in the Company’s Annual Report on Fb@riK/A for the fiscal year ended
June 29, 2006 were considered fully remediatechduhie fourth quarter of fiscal 2007:

1. The Company did not maintain effective controlsrabhe completeness and accuracy of the periodidgilampairment assessme
Specifically, effective controls were not maintairte ensure that a complete and accurate perioghairment analysis was prepared,
reviewed, and approved in order to identify andrdémpairments, as required under generally aeceptcounting principles. This
control deficiency resulted in the restatementefCompany’s 2006 consolidated financial statemeifitscting goodwill, goodwill
impairment loss and disclosurt

2. The Company did not maintain effective colstto ensure the accuracy of accounting for l&é@seactions. Specifically, effective
controls were not maintained to ensure that anrate@analysis was prepared, reviewed and approvertier to properly evaluate t
accounting for certain saleaseback transactions, as required under gena@pted accounting principles, affecting plantpprty
and equipment, current and long-term liabilitieming relating to real estate sales, lease expaneegst expense and sale-leaseback
transaction disclosure

3.  The Company did not maintain a sufficiemnptement of accounting and finance personnel wita@propriate level of accounting
knowledge, experience and training in the seledioth application of generally accepted accountimgjples commensurate with
the Company’s financial reporting requirements.sidontrol deficiency contributed to the materiablmesses discussed above
regarding controls over financial forecast inforimat goodwill impairment assessment and lease atowy

To remediate these material weaknesses durind #6864, the Company:
(1) Hired an additional senior level accountimgfessional that is a certified public accouniarthe third quarter of fiscal 2007, with
public accounting and public company experiencenteance the technical accounting resources afgpartment
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(2) Hired three experienced degreed accountaunke third quarter of fiscal 2007 to improve tiveeliness of periodic closings and to
allow more senior accounting executives to perforgher level review duties and to improve intero@htrol over financial reportin

(3) Engaged a consultant to review its montibging process and control procedures and itafi@atructure during the third quarter of
fiscal 2007 to further improve the timeliness andusacy of both the interim monthly and quartetlysing processes. This effort a
focused on improving the timing related to predaradf SEC filings. The consultant’'s recommendadioagarding the closing
process having immediate impact have been implezde

(4) Implemented a revised lease assessmergggdo ensure proper lease accounting determisai@made on an interim and annual
basis.

The impairment charge for goodwill reflected in tiestatement has eliminated the entire goodwiliiheg from the Company’s balance sheet.
Remedial actions completed with respect to sufficyeof accounting personnel will ensure that appade controls are in place if future
acquisitions result in generating goodwill when Igjpiy purchase accounting.

Changes in Internal Control over Financial Reporting

There were no changes in internal control ovemfaia reporting that occurred during the fourtttéisquarter that has materially affected, or
is reasonably likely to materially affect, the Camg’s internal control over financial reporting.

Limitations on the Effectiveness of Controls

The Company’s management, including the Compani® @nd CFO, does not expect that the DisclosurérGlsror the Companyg’ Interna
Control over Financial Reporting will prevent oitelet all errors and all fraud. A control system,matter how well designed and operated,
can provide only reasonable, not absolute, asserdnat the control system'’s objectives will be nefrther, the design of a control system
must reflect the fact that there are resource caings, and the benefits of controls must be cansid relative to their costs. Because of the
inherent limitations in all control systems, no lenadion of controls can provide absolute assurdhatall control issues and instances of
fraud, if any, within the Company have been detkcidese inherent limitations include the realitiest judgments in decisiomaking can b
faulty, and that breakdowns can occur becausamdlsierror or mistake. Controls can also be circeimed by the individual acts of some
persons, by collusion of two or more people, ontanagement override of the controls. The desigmgfsystem of controls is based in part
upon certain assumptions about the likelihood afrievents, and there can be no assurance thateaign will succeed in achieving its
stated goals under all potential future conditidgger time, controls may become inadequate beaafusttanges in conditions or deterioration
in the degree of compliance with associated pdioieprocedures. Because of the inherent limitatiora cost-effective control system,
misstatements due to error or fraud may occur ande detected.
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PART IlI

Item 10 — Directors and Executive Officers of the Rgistrant

The Sections entitled “Nominees for Election by Hwders of Common Stock,” “Nominees for ElectionThe Holders of Class A Stock”
and “Section 16(a) Beneficial Ownership Reportirgr(liance” of the Company’s Proxy Statement for2867 Annual Meeting and filed
pursuant to Regulation 14A are incorporated hedvgireference. Information relating to the executifficers of the Company is included
immediately after Part | of this Report.

The Company has adopted a Code of Ethics applit¢altkee principal executive, financial and accongtbfficers (“Code of Ethics”) and a
separate Code of Conduct applicable to all empgeel directors generally (“Code of Conduct”). Tade of Ethics and Code of Conduct
are available on the Company’s websitevatw.jbssinc.com

Item 11 — Executive Compensation

The Sections entitled “Compensation of Directord BrRecutive Officers”, “Committees and Meetingsité Board of Directors” and
“Compensation Committee Interlocks, Insider Pgpition and Certain Transactions” of the Companytx¥ Statement for the 2007 Annual
Meeting are incorporated herein by reference.

Item 12 — Security Ownership of Certain BeneficialODwners and Management

The Section entitled “Security Ownership of CertBaneficial Owners and Management” of the CompaRytsxy Statement for the 2007
Annual Meeting is incorporated herein by reference.

Item 13 — Certain Relationships and Related Transdons, and Director Independence

The Sections entitled “Executive Compensation” rdator Independence” an€bmpensation Committee Interlocks, Insider Parditgn ant
Certain Transactions” of the Company’s Proxy Statenfor the 2007 Annual Meeting are incorporateckimeby reference.

Item 14 — Principal Accountant Fees and Services

The information under the proposal entitled “Ratgpointment of PricewaterhouseCoopers LLP as laddpnt Auditors” of the Compars/’
Proxy Statement for the 2007 Annual Meeting is ipooated herein by reference.

PART IV

Iltem 15 — Exhibits and Financial Statement Schedute
(@) (1) Financial Statements

The following financial statements of the Compang iacluded in Part II, Item 8- “Financial Statements and Supplementary Data”:

Report of Independent Registered Public Accourfing
Consolidated Statements of Operations for the Eealed June 28, 2007, the Year Ended June 29, 2@Dtha Year Ended June 30, 2005
Consolidated Balance Sheets as of June 28, 200Jwenad29, 2006

Consolidated Statements of Stockholders’ EquitytlierYear Ended June 28, 2007, the Year Ended 22006 and the Year Ended
June 30, 2005

Consolidated Statements of Cash Flows for the ¥edled June 28, 2007, the Year Ended June 29, 2@Dtha Year Ended June 30, 2005

Notes to Consolidated Financial Stateme
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(2) Financial Statement Schedules

All schedules are omitted because they are notcgiphé or the required information is shown in @ensolidated Financial Statements or
Notes theretc

(3) Exhibits

The exhibits required by Item 601 of Regulation &4id filed herewith are listed in the Exhibit Indekich follows the signature page and
immediately precedes the exhibits filed.

(b) Exhibits
See Item 15(a)(3) above.

(c) Financial Statement Schedules
See Item 15(a)(2) above.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

Date: September 11, 20(

By: /s/ Jeffrey T. Sanfilippo
Jeffrey T. Sanfilippo
Chief Executive Officer

JOHN B. SANFILIPPO & SON, INC.

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant in the capacities and on the datisated.

Name

Title

Date

/sl Jeffrey T. Sanfilippo

Jeffrey T. Sanfilippc

/s/ Michael J. Valentine

Michael J. Valentint

/s/ Herbert J. Marros

Herbert J. Marro

/sl Jasper B. Sanfilippo

Jasper B. Sanfilipp

/s/ Mathias A. Valentine

Mathias A. Valentine

/s/ Jim Edgar

Jim Edgal

/s/ Timothy R. Donovan

Timothy R. Donovat

/sl Jasper B. Sanfilippo, Jr.

Jasper B. Sanfilippo, J

/s/ Daniel M. Wright

Daniel M. Wright

Chief Executive Officer

(Principal Executive Officer)

Chief Financial Officer and Group President ancebior
(Principal Financial Officer)

Director of Financial Reporting and Taxation
(Principal Accounting Officer)

Chairman of the Board

Director

Director

Director

Director

Director
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JOHN B. SANFILIPPO & SON, INC.

EXHIBIT INDEX
(Pursuant to Item 601 of Regulation S-K)
Exhibit
Number Description

3.1 Restated Certificate of Incorporation of Registi12)

3.2 Bylaws of Registran®)

4.1 Specimen Common Stock Certificd3

4.2 Specimen Class A Common Stock Certific(3)

4.3 Limited Waiver and Second Amendment to Note Purelfegreement (the “Note Agreemenif))the amount of $65 million k
the Company with The Prudential Insurance Compdmynterica, Pruco Life Insurance Company, Americkar®lia Life
Assurance Corporation, Prudential Retirement C&lesiness Trust, ING Life Insurance and Annuity Camyg Farmers Ne
World Life Insurance Company, Physicians Mutualihasice Company, Great-West Life & Annuity Insura@aenpany, The
Great-West Life Assurance Company, United of Omafelnsurance Company and Jefferson Pilot Findriogurance
Company (collectively th“Noteholder”) dated as of July 25, 20((18)

4.4 Note in the principal amount of $7,749,166.67 exedly the Company in favor of Prudential Insura@Goenpany o
America, dated June 1, 20(18)

4.5 Note in the principal amount of $1,945,555.56 exeduy the Company in favor of Pruco Life Insura@mmpany, date
June 1, 2001(18)

4.6 Note in the principal amount of $7,980,555.55 exediy the Company in favor of ING Life Insurancel énnuity
Company, dated June 1, 2C(18)

4.7 Note in the principal amount of $1,261,777.78 exeduy the Company in favor of American Skandiallifsuranct
Corporation, dated June 1, 2C(18)

4.8 Note in the principal amount of $3,210,166.67 exedlby the Company in favor of Prudential Retiretrieaurance an
Annuity Company, dated June 1, 2((18)

4.9 Note in the principal amount of $3,919,444.44 exedy the Company in favor of Farmers New Worlfi Lnsurance
Company, dated June 1, 2C(18)

4.10 Note in the principal amount of $2,266,666.79 exedy the Company in favor of How & Co., datedeJdn200€(18)

411 Note in the principal amount of $9,444,444 .44 exedy the Company in favor of Gr-West Life & Annuity Insurance
Company, dated June 1, 2C(18)

4.12 Note in the principal amount of $9,444,444.44 exedy the Company in favor of Mac & Co., datedelin200€(18)

4.13 Note in the principal amount of $4,722,222.22 exeduy the Company in favor of Jefferson Pilot Ficial Insuranct
Company, dated June 1, 2C(18)

4.14 Note in the principal amount of $9,444,444.44 exedly the Company in favor of United of Omaha LLifeurance
Company, dated June 1, 2C(8)

4.15 Limited Waiver and Third Amendment to Note PurchAgeeement by and among the Company and the Natetmldated
May 31, 2007 and executed June 1, 2(20)

5-9 Not applicable
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Exhibit
Number Description

10.1 Certain documents relating to $8.0 million Dec&ounty-Bainbridge Industrial Development Authofitglustrial
Development Revenue Bonds (John B. Sanfilippo & $uon Project) Series 1987 dated as of June 17 (1)

10.2 Tax Indemnification Agreement between Registrat @rtain Stockholders of Registrant prior toitisial public offering(@
*10.3 Indemnification Agreement between Registrant amthoe Stockholders of Registrant prior to its iaitpublic offering®
*10.4 The Registrars 1998 Equity Incentive Pl
*10.5 First Amendment to the Registr’'s 1998 Equity Incentive Ple®)

*10.6 Amended and Restated John B. Sanfilippo & Son, $pdit-Dollar Insurance Agreement Number One amawitn E.
Sanfilippo, as trustee of the Jasper and Mariarfilfgo Irrevocable Trust, dated September 23, 192@per B. Sanfilippo,
Marian R. Sanfilippo and Registrant, dated Decen3fie2003(6)

*10.7 Amended and Restated John B. Sanfilippo & Son, 3pdit-Dollar Insurance Agreement Number Two amitighael J.
Valentine, as trustee of the Valentine Life Ins@efirust, Mathias Valentine, Mary Valentine and Regnt, dated
December 31, 20C®)

*10.8 Amendment, dated February 12, 2004, to AmendedRasthted John B. Sanfilippo & Son, Inc. Split-Dollasurance
Agreement Number One among John E. Sanfilippaussete of the Jasper and Marian Sanfilippo Irreblecarust, dated
September 23, 1990, Jasper B. Sanfilippo, MariaBafilippo and Registrant, dated December 31, (7

*10.9 Amendment, dated February 12, 2004, to AmendedRarstited John B. Sanfilippo & Son, Inc. Split-Dollesurance
Agreement Number Two among Michael J. Valentingrastee of the Valentine Life Insurance Trust, Mas Valentine,
Mary Valentine and Registrant, dated December 823 (")

10.10 Development Agreement dated as of May 26, 2004 naybetween the City of Elgin, an lllinois munidiparporation, the
Registrant, Arthur/Busse Limited Partnership, #ndis limited partnership, and 300 East Touhy Awethimited Partnership,
an lllinois limited partnershi(®)

10.11 Agreement For Sale of Real Property, dated asroé 18, 2004, by and between the State of lllireising by and through its
Department of Central Management Services, an@ityeof Elgin ®

10.12 Agreement for Purchase and Sale between Matsusleitéric Corporation of America and the Companygddecember 2,
2004©)

10.13 First Amendment to Purchase and Sale Agreemend déaech 2, 2005 by and between Panasonic Corparafidlorth
America “Panasoni”), f/k/a Matsushita Electric Corporation, and the Camy(10)

10.14 Office Lease dated April 15, 2005 between the Cawipas landlord, and Panasonic, as te(1)

10.15 Warehouse Lease dated April 15, 2005 between thep@ny, as landlord, and Panasonic, as te(11)

*10.16 The Registrar s Restated Supplemental Retirement Plan, filedwitre
*10.17 Form of Option Grant Agreement under 1998 Equitelttive Plar(12)

10.18 Termination Agreement dated as of January 11, 200&nd between the City of Elgin, an Illinois meipal corporation, the
Registrant, Arthur/Busse Limited Partnership, #indis limited partnership, and 300 East Touhy Awethimited Partnership,
an lllinois limited partnershi(13)

10.19 Assignment and Assumption Agreement dated Marcl2@86 by and between JBSS Properties LLC and ttyeo€Elgin,
lllinois (14)

10.20 Agreement of Purchase and Sale between the Congrahirologi«1s)
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10.21 Agreement for Purchase of Real Estate and RelamgeRy between the Company and Arthur/Busse LinRtartnershij(6)

10.22 Lease Agreement between the Company, as TenanBandree Acquisition Corporation, as Landlordfooperty at 3001
Malmo Drive, Arlington Heights, Illinoi16)

10.23 Lease Agreement between the Company, as TenanBandree Acquisition Corporation, as Landlordgooperty at 2299
Busse Road, Elk Grove Village, Illing(16)

10.24 Lease Agreement between the Company, as TenanBandree Acquisition Corporation, as Landlordfooperty at 1851
Arthur Avenue, Elk Grove Village, lllinoi(16)

10.25 Amended and Restated Agreement by and among th@&ogmU.S. Bank National Association (“USB”), La®aBank
National Association“LSB”) and ING Capital LLC“ING”) (collectively, the*Lender?), dated July 25, 200(7)

10.26 Line of Credit Note in the principal amount of $8%nillion executed by the Company in favor of USfed July 25, 200(7)

10.27 Line of Credit Note in the principal amount of $3%nillion executed by the Company in favor of L$Bted July 25, 20027

10.28 Line of Credit Note in the principal amount of $2nillion executed by the Company in favor of INd&ted July 25, 2007

10.29 Security Agreement by and between the Company &1, bh its capacity as Agent for the Lenders anteNolders, dated
July 25, 200¢17)

10.30 Mortgage made by the Company related to its Elginpis property to USB, in its capacity as Agdat the Lenders and
Noteholders, dated July 25, 207)

10.31 Deed of Trust made by the Company related to itstiBe, California property for the benefit of USB,its capacity as Agent
for the Lenders and Noteholders, dated July 25617

10.32 Trademark License Agreement by and between the @oyngnd USB, in its capacity as Agent for the Leadad
Noteholders, dated July 25, 207)

10.33 Agreement for Purchase of Real Estate and RelatgazeRy by and among the Company, as Seller, atltuABusse Limited
Partnership and 300 East Touhy Limited Partnerstsig?urchase(18)

10.34 Industrial Building Lease by and between the Compar Tenant, and Arthur/Busse Limited Partnershnigh 300 East Touhy
Limited Partnership, as Landlord, dated SeptemBeRQ06(18)

10.35 First Amendment to Amended and Restated Agreemeahtl among the Company and the Lenders, dated3¥a3007 and
executed June 1, 20(19)

11-20 Not applicable

21 Subsidiaries of the Registrant, filed herev

22 Not applicable

23 Consent of PricewaterhouseCoopers LLP, filed hdhe

24-30 Not applicable

31.1 Certification of Jeffrey T. Sanfilippo pursuant$ection 302 of the Sarbar-Oxley Act of 2002, as amended, filed herev

78




Table of Contents

Exhibit
Number Description
31.2 Certification of Michael J. Valentine pursuant tec8on 302 of the Sarbar-Oxley Act of 2002, as amended, filed herev
32.1 Certification of Jeffrey T. Sanfilippo pursuant8 U.S.C. Section 1350, as adopted pursuant taoBed®6 of the Sarbanes-
Oxley Act of 2002, filed herewit
32.2 Certification of Michael J. Valentine pursuant ®W.S.C. Section 1350, as adopted pursuant tod®e@€i6 of the Sarbanes-

Oxley Act of 2002, filed herewit

3:-100 Not applicable

1)
(2)

(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)

(11)
(12)

Incorporated by reference to the RegistraRégistration Statement on Form S-1, Registration38-43353, as filed with the
Commission on October 15, 1991 (Commission File3-19681).

Incorporated by reference to the Registrafstinual Report on Form 10-K for the fiscal year edddecember 31, 1991 (Commission
File No. 0-19681), as amended by the certificateroéndment filed as an appendix to the Registr@00&l Proxy Statement filed on
September 8, 200.

Incorporated by reference to the RegistraRégistration Statement on Form S-1 (Amendment3)ldRegistration No. 33-43353, as
filed with the Commission on November 25, 1991 (Qussion File No. -19681).

Incorporated by reference to the Registra@tisrterly Report on Form 10-Q for the first quageded September 24, 1998
(Commission File No.-19681).

Incorporated by reference to the Registra@tisrterly Report on Form 10-Q for the second quathded December 28, 2000
(Commission File No.-19681).

Incorporated by reference to the Registra@tisrterly Report on Form 10-Q for the second quathded December 25, 2003
(Commission File N0.-19681).

Incorporated by reference to the RegistraRégistration Statement on Form S-3 (Amendment2)ldRegistration No. 333-112221, as
filed with the Commission on March 10, 20t

Incorporated by reference to the Registrafstinual Report on Form 10-K for the fiscal year eddune 24, 2004 (Commission File
No. (-19681).

Incorporated by reference to the Regist's Current Report on Forn-K dated December 2, 2004 (Commission File N-19681).
Incorporated by reference to the Regist's Current Report on Forn-K dated March 2, 2005 (Commission File N-19681).
Incorporated by reference to the Regist's Current Report on Forn-K dated April 15, 2005 (Commission File N¢-19681).

Incorporated by reference to the Registrant’suaifiReport on Form 10-K for the fiscal year endedel30, 2005 (Commission File
No. (-19681).
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(13) Incorporated by reference to the Registrant’sr@ug Report on Form 10-Q for the second quanteleel December 29, 2005
(Commission File N0.-19681).

(14) Incorporated by reference to the Regist's Current Report on Forn-K dated March 28, 2006 (Commission File N-19681).
(15) Incorporated by reference to the Regist's Current Report on Forn-K dated May 11, 2006 (Commission File N-19681).

(16) Incorporated by reference to the Regist's Current Report on Forn-K dated July 14, 2006 (Commission File N-19681).

(17) Incorporated by reference to the Regist's Current Report on Forn-K dated July 27, 2006 (Commission File N-19681).

(18) Incorporated by reference to the Regist's Current Report on Forn-K dated September 20, 2006 (Commission File I-19681).
(19) Incorporated by reference to the Regist's Current Report on Forn-K dated June 1, 2007 (Commission File N-19681).

* Indicates a management contract or compensglaryor arrangement required to be filed as arbéxo this form pursuant to Item
14(c).

80






Exhibit 10.16

The John B. Sanfilippo & Son, Inc.
Supplemental Retirement Plan
(restated effective as of August 25, 2005)

1. Purpose The purpose of the John B. Sanfilippo & Son, Bapplemental Retirement Plan (the “Plan”) is tovidte unfunded, non-
qualified deferred compensation benefits uponeaetent, disability and death to a select group afagament and key employees of John B.
Sanfilippo & Son, Inc. and its subsidiaries (theot@pany”). As of the date set forth below, the Rtahereby restated effective as of

August 25, 2005 to clarify the Plan’s administratand to ensure compliance with Section 409A ofitihernal Revenue Code of 1986, as
amended, and all regulations issued thereundeaaydpplicable guidance thereto (“Code Section 409A

2. Participation Only those employees of the Company who are tggldiy the Compensation, Nominating and Corporatee@hance
Committee of the Board of Directors (the “CNG Cortteg”) of the Company in it sole discretion for fig@pation herein (“Participants$hall
participate in the Plan. Participants are neitkgquired nor permitted to contribute to the Plan.

3. Eligibility for Plan Benefits Participants with at least 5 years of employnsttll be eligible to receive monthly benefits untter Plan

after separating from service with the Companyyjaled that such Participant's employment with tl@m@any has not been terminated for
“cause” as determined by the Company in its saderdtion under the standards set forth herein. Wpich a termination for cause, all benefit
rights under the Plan will terminate and be foddit

For purposes of the foregoing, the employment Bé#dicipant shall be deemed to have been termiratelde Company for “cause” if such
Participant has:

(&) engaged in one or more acts constituting a feloninvolving fraud or serious moral turpitude;

(b) willfully refused (except by reason of ipeity due to accident or illness) to perform sabsally his duties, provided that such
refusal shall have resulted in demonstrable matajiary to the Company or its subsidiaries;

(c) willfully engaged in gross misconduct materiallyuirious to the Compan
4. Benefit.

(&) _Separation On or After Age 65ubject to Sections 3 and 4(c), benefits undePtlan shall commence as soon as administratively
feasible after a Participant’s separation from iserwith the Company on or after age 65. Subjethédast paragraph of this
Section 4(a), equal monthly installments (as derggthbelow) will be paid to the Participant for tharticipan's life only.

1




(b)

These equal monthly installmen“EMI”) will be determined according to the following forlaL
EMI=1/12 x (X x Y)

where “X"” means 50% of the average of thdi€ipant’s actual annual base earnings and boresered over any consecutive 5
calendar year period that falls within the 10 cdbemyears immediately preceding the date the Haattit separates from service with
the Company and that maximizes the average oflsasé earnings plus bonuses;

where “Y” is the number of full years employley the Company divided by the greater of (i) @0(ii) the number of full years the
Participant would have been employed if he had le@eployed by the Company continuously from his dia&e through his
attainment of age 65, provided such quotient mayeroceed 1

In the event that the Participant’s benefitexmence after his attainment of age 65, his beagftherwise computed under the Plan
shall be adjusted for the time value of money (ggéeonly) from age 65 to age at actual retiren

For purposes of this Plan, “Actuarial Equérdl’ means a benefit of equivalent value, as gedtiby the Company’s actuary,
computed on the basis of the actuarial assumpsienforth in Section 417(e)(3) of the Internal Rawe Code of 1986, as amended,
including the interest rate for the month before diate of distributior

If the Participant has a beneficiary as defiherein, the benefits shall be in the form afiatjand 100% contingent annuitant benefit,
which is the Actuarial Equivalent, of the Partiqipa life only benefit, provided, however, thatelglfor this purpose, the 1983 GAM
table (sex distinct) shall be substituted for tae specified in Section 417(e)(3) of the IntefRalenue Code of 1986, as amenc

Separation Before Age 65ubject to Sections 3 and 4(c), in the evenPugicipant separates from service with the Compmior

to age 65, the benefit formula of Section 4(a) jscttto the reductions described in this Sectid))Aill apply and equal monthly
installments of such reduced benefit will commeaseaoon as administratively feasible on or aftefRhrticipant’s attainment of age
55 if the Participant has been credited with, asiel10 full years of employment at the time ofd@paration from service. Subject to
Sections 3 and 4(c), if such Participant is alreagly 55 or older by the time of separation fronviserwith the Company, such
reduced Section 4(a) benefits will commence as ssadministratively feasible if the Participans been credited with, at least, 10
full years of employment at the time of his segarafrom service. In the event that a Participamasates from service prior to age
65, and has not been credited with 10 full yeamsnoployment at the time of his separation from isenhis




(©

benefits may not commence until he has athage 65, at which time his benefits will commeagssoon as administratively
feasible. However, if the Participant predeceasesihher beneficiary before benefit commencemsrdescribed herein and has met
the requirements of Section 3, the Participantigefieiary will receive Plan benefits for such beoieiry’s life, commencing as soon
as administratively feasible after the Participautate of death (but no earlier than the date #ngcipant would have attained age
and equal to the benefit that would have been pgaytalihe beneficiary, assuming the Participantlhedi to his or her benefits
commencement date and died the day &

In all cases, benefits under this Sectior) 4(b be the Actuarial Equivalent of the Age 65edit, and in the case of disability, any
such benefit will be further reduced by any besefitceived under any of the Company’s long-terratdigy benefit plans until the
Participant ceases to receive disability beneffits.purposes of the Plan, “disability” shall meaRaaticipant is unable to engage in
any substantial gainful activity by reason of amgdigally determinable physical or mental impairmehtch can be expected to
result in death or can be expected to last fomdiwoous period of not less than 12 months. Therd@hation of whether this
disability standard is met will be at the sole diion of the Company, as determined based upateree satisfactory to |

Additional Benefit RestrictionsThe determination/calculation of the amountslbb@nefits under the Plan will be final, irrevoéab
and not subject to adjustment after the date bsnedimmence. Notwithstanding anything to the caowpttia the event the present
lump sum Actuarial Equivalent value of benefits enthe Plan on the benefit commencement datesshes or equal to $50,000.00,
such benefits will be paid to the Participant @ Barticipant’s beneficiary in a single lump sumstrithution. All applicable benefit
payments under the Plan will be subject to theiligion rules of Code Section 409A. Accordingly at the time the Participant
becomes entitled to payments and benefits unddPltrg the Participant is a Specified Employeal@&med and determined under
Code Section 409A), then, notwithstanding any offievision in the Plan to the contrary, the follagiprovision shall apply. No
Plan payments considered deferred compensatior Gutte Section 409A and not subject to an excemtiaxemption thereunder,
shall be paid to the Participant until the date ithaix (6) months after the Participant’s effeetdate of termination. In the event that
benefit commencement must be deferred pursuahbietrules, such benefits that would otherwise baes paid during this six-
month period shall be aggregated and paid at tine bienefits commenc

If the Participant does not have a benefjctar the date benefits commence, benefits will eegon the Participant’s death.
Notwithstanding anything to the contrary, if botie tParticipant and the Particip’s beneficiary die before benefit commencement,
all entittement to benefits will terminate. For piirposes of the Plan, “beneficiary” shall be deiaed on the date benefits
commence and shall be the Partici|'s legally married spouse or t
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Participant’s domestic partner. The term “dstic partner” shall mean either a same-sex or sifgpeex individual that is not legally
married, not dependent on anyone (other than theipant) for anything, at least 18 years old anith whom the Participant

(i) maintains a single, dedicated relationship thd@mtended to be permanent; (ii) has shareddheesprincipal residence for at least
1 year and intends to continue to do so permaneamly (iii) is financially interdependent (e.g.infbownership of real property, joint
bank accounts, each is the primary beneficianhefather on wills, trusts, and benefit plans). @agrmination of whether a
Participant has a domestic partner under the fangggtandards will be at the sole discretion of@tenpany

5. Nonalienability. Neither the Participant nor the Participant’sdfasiary under this Plan shall have any power ghtrto transfer, assign,
anticipate, hypothecate, mortgage, commute, mogdigdge or otherwise encumber any benefits payaaeunder. None of the benefits
hereunder shall be subject to seizure for the paywofeany debts, judgments, alimony, or separatet@aance owed by the Participant, the
Participant’s beneficiary, or any of them, and sbehefits shall not be transferable by operatiolawfin the event of bankruptcy, insolvency,
or otherwise. In the event the Participant or tagiBipant’s beneficiary attempts an assignmenfroatation, hypothecation, transfer, or
disposal of the benefits hereunder, the Compaighdlities shall forthwith automatically cease ardminate.

6. Exclusive Benefit Nothing contained in this Plan shall be constrieedlter, abridge, or in any manner affect thétsgand privileges of the
Participant to participate in and be covered by peysion, profit-sharing, group insurance, bonusjmilar plans which the Company may
now or hereafter have for employees of the CompBeyefits that may be awarded under the Plan sbalbe considered in any way in
determining the value or amount of any other corsptan or benefit that the Company may offer ovjote to any Participants.

7. Unfunded StatusThe Company reserves the absolute right at lesesad exclusive discretion either to fund the gddions of the Company
undertaken by this Plan via a Rabbi trust or teaiaffrom funding the same, and to determine thergxnature, and method of such funding.
The Company reserves the absolute right, in its disicretion, to terminate any funding programarat time, either in whole or in part, that it
may establish. At no time shall the Participantlbemed to have any right, title, or interest in apgcified asset or assets of the Company or
any such Rabbi trust. This Plan shall not be cassttias a giving the Participant or the Particifab&neficiary any greater rights than thos
any other unsecured general creditor of the Company

8. Amendment and Terminatiotypon receiving the approval of the CNG Committee, Company shall have the right, in its sole rdison,
to amend the Plan (including retroactively) at #me, and from time to time, in whole or in pady finy reason, including without limitation
compliance with Code Section 409A. Except as magrbeided in Section 16, upon receiving the appro¥dghe CNG Committee, the
Company may terminate the Plan at any time andrigireason. In all cases, no such amendment ointion may deprive a Participant or
Participant’s beneficiary of any benefit which heeen accrued as of the date of such amendmennaintgion.
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9. Administration. The Company shall be responsible, except foedwgpecifically vested in the CNG Committee, far dldministration of

the provisions of the Plan. The Company shall lthealiscretionary authority to interpret and camstthe terms of the Plan and to resolve all
issues arising under the Plan consistent withehmag of the Plan. The discretionary authority & @ompany shall also include, but is not
limited to, the authority to (a) determine the amipif any, of benefits to which any Participantb@neficiary is entitled; (b) determine the
timing of payment of benefits; (c) resolve all atissues arising under the Plan; and (d) engagénaegtment advisors, actuaries,
accountants, lawyers or other professionals taraide administration of the Plan. As such, beséfitll only be paid if the Company
determines that a person is entitled to them.

10. Claim Procedures

(a) _Initial Action. All claims for benefits under this Plan shallrbade by filing a written claim with the Company winishall set forth
sufficient evidence of entitlement to such benefitse Company shall notify the claimant in writiag to the amount of benefits to
which he or she is entitled, the timing of paymesftbenefits, and any other pertinent informatiém claim for benefits is denied, in
whole or in part, the Company shall provide adegjuatice in writing to the claimant whose claim bagn denied within 90 days
after receipt of the claim unless special circumsta require an extension of time for processiagctaim. Claimants shall be notifi
in writing of any such extension of time. The netaf denial shall provide specific reasons fordbaial, shall make reference to any
pertinent Plan provisions on which the denial isdth and shall inform the claimant that any app€&#ie denial must be made by
giving the Company, within 60 days after receipttef notice of the denial, written notice of supip@al which describes the pertin
issues and the basis of the claim. In the eveahgfappeal, a claimant or his or her duly authodriapresentative may review
pertinent documents upon request or submit anyaatematerials to support his or her claim. If airlant fails to timely file an
appeal, the Compa’s adverse determination shall be final, binding emrclusive

(b) Appeal If the Company receives a timely notice of apméal denial, such notice and all relevant matersalall be immediately
submitted to the Company. The Company may holdasitng or otherwise ascertain such facts as it deerosssary and shall rend
decision on the appeal. The decision of the Compaajl be made within 60 days after the receiptheyCompany of the notice of
appeal unless special circumstances require ansateof time for processing the appeal. Claimahtdl be notified in writing of
any such extension of time. The Company’s decishall be in writing and shall provide specific reas for the decision and shall
make reference to any pertinent Plan provisionw/loich the decision is based. The Compargétermination on appeal shall be fi
binding and conclusive

(c) _Legal Action No legal or equitable action shall be broughdairiry court until after the claim procedure set fantithis Section 10 has
been fully exhauster




11. Governing Law The laws of the state of lllinois shall govere flan, except to the extent superseded by apfdidederal law, including
but not limited to, Code Section 409A.

12. Severability If any provision of this Plan shall for any readme held to be invalid or unenforceable, suchliditg or unenforceability
shall not affect any other provision thereof, this tPlan will be given effect in such a manner dshest carry out the purposes and intentions
of the parties.

13. No Contract of EmploymenfThis Plan shall not be deemed to constitute &rachof employment.

14. Plan Year The Plan shall be administered on a calendarhyasis, except that in 2005 there shall be a “Siptath year ending
December 31, 2005.

15. Withholding from PaymentsThe Company shall withhold from any amounts péyabder the Plan all federal, state, city and lltecees
as shall be legally required.

16. SuccessorsThe Plan shall not be terminated by a transfesate of substantially all of the assets of the Gany or by the merger or
consolidation of the Company into or with any otberporation or entity in which the Company is tte# surviving entity. The Plan shall be
continued after such sale, merger, or consolidatimhthe transferee, purchaser, or successor shatibe required as part of such sale,
merger or consolidation to agree to such contionatn addition, such transferee, purchaser, ocesgor entity shall not take any action ul
the Plan that will cause any payments or bendfashave been previously determined to be (ortisradened to be) subject to Code
Section 409A to fail to comply in any respect w@bde Section 409A without the written consent ef Brarticipant.

17. FICA Tax Obligation Without limiting the provisions of Section 15 kef, any applicable FICA tax obligations are thepansibility of
the Participant. In no event shall the paymentlGfA-taxes by the Participant give him any rightsestthan those expressly provided for in
this Plan.

18. Code Section 409Alt is also the intention under this Plan thatradlome tax liability on payments made pursuarth&oPlan be deferred
until the Participant actually receives such paynmeaccordance with the requirements of Code 8ra@tD9A, to the extent Code Section
409A applies to such payments. Therefore, if amyision of the Plan is found not to be in compliamath any applicable requirements of
Code Section 409A, that provision will be deemeeaded so that the Plan does so comply to the epézniitted by law and deemed
advisable by the Company, and in all events tha Rifl be construed in favor of its meeting any bBqgble requirements of Code

Section 409A. The preceding provisions shall notdrestrued as a guarantee by the Company of atigydar tax effect for payments made
pursuant to the Plan.




IN WITNESS WHEREOF, the Company has causedrdstated Plan to be duly executed on the dafersethelow.

JOHN B. SANFILIPPO & SON, INC

By: /s/ Michael J. Valentin

Its: Chief Financial Officer and Group Presid

Date August 2, 200"
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LIST OF SUBSIDIARIES

RELATIONSHIP
ENTITY TO REGISTRANT

JBSS Properties, LLC Subsidiary
An lllinois corporation

BUSINESS

Real estate
ownership

EXHIBIT 21

REGISTRANT'S
OWNERSHIP
PERCENTAGE

100%






EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 33-56896 and
333-108298) of John B. Sanfilippo & Son, Inc. of our reports dated September 7, 2007 relating to the consolidated financial
statements and the effectiveness of internal control over financial reporting, which appear in the Form 10-K.

/s/ PricewaterhouseCoopers LLP
PricewaterhouseCoopers LLP
Chicago, Illinois

September 10, 2007







Exhibit 31.1

CERTIFICATION

I, Jeffrey T. Sanfilippo, certify that:

1.
2.

| have reviewed this Annual Report on Form 10-K of John B. Sanfilippo & Son, Inc. for the fiscal year ended June 28, 2007;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

(b) Designed such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(&) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

September 11, 2007

/sl Jeffrey T. Sanfilippo
Jeffrey T. Sanfilippo
Chief Executive Officer







Exhibit 31.2

CERTIFICATION

I, Michael J. Valentine, certify that:

1.
2.

| have reviewed this Annual Report on Form 10-K of John B. Sanfilippo & Son, Inc. for the fiscal year ended June 28, 2007;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared,;

(b) Designed such internal control over financial reporting to be designed under our supervision, to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and

The registrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

(&) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

September 11, 2007

/s/ Michael J. Valentine
Michael J. Valentine
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 Annual Report of John B. Sanfilippo & Son, Inc. (the “Company”) on Form 10-K for the fiscal year ended
June 28, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Jeffrey T. Sanfilippo,
Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that based on my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.

September 11, 2007
/sl Jeffrey T. Sanfilippo

Jeffrey T. Sanfilippo
Chief Executive Officer







Exhibit 32.2

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

In connection with the Annual Report of John B. Sanfilippo & Son, Inc. (the “Company”) on Form 10-K for the fiscal year ended
June 28, 2007 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Michael J. Valentine,
Executive Vice President Finance, Chief Financial Officer, Secretary and Director, certify, pursuant to 18 U.S.C. § 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that based on my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.

September 11, 2007
/s/ Michael J. Valentine

Michael J. Valentine
Chief Financial Officer




