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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)
M ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended June 26, 2008
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(8#7) 289-1800
Securities registered pursuant to Section 12(b) dfie Act:
Title of Each Class Name of Each Exchange on Which Registered

Common Stock, $.01 par value per share The NASDAQ Stock Market LLC
(NASDAQ Global Market
Securities registered pursuant to Section 12(g) ¢ifie Act: None

Indicate by check mark whether the registigat well-known seasoned issuer, as defined in Rd#eof the Securities Act: Y& No
4}

Indicate by check mark if the registrant i$ reguired to file reports pursuant to Section L3ection 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 filing requirements for the past 90 days. ¥&s No O

Indicate by check mark if disclosure of delieqt filers pursuant to Item 405 of Regulation $2K9.405 of this chapter) is not contained
herein, and will not be contained to the best ajiReant’s knowledge, in definitive proxy or infoation statements incorporated by reference
in Part Ill of this Form 10-K or any amendmenthé&stForm 10-K¥

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fildd Accelerated fileid Non-accelerated fild Smaller reporting compari
(Do not check if a smaller reporting compa
Indicate by check mark whether the registiaat shell company (as defined in Rule 12b-2 ofEkehange Act). YeEl No M
The aggregate market value of the voting Com®iwck held by nc-affiliates was $62,473,445 as of December 27, Z0(858,29¢



shares at $7.95 per share).

As of August 28, 2008, 8,016,699 shares ofdbmpany’s Common Stock, $.01 par value (“Commari8) and 2,597,426 shares of the
Company'’s Class A Common Stock, $.01 par valuea$€IA Stock”), were outstanding. The Class A Stedonvertible at the option of the
holder at any time and from time to time (and, uff@occurrence of certain events specified irR@stated Certificate of Incorporation,
automatically converts) into one share of Commatist

Documents Incorporated by Reference:

Portions of the Company’s definitive Proxy Statetrfenits Annual Meeting of Stockholders to be héldtober 30, 2008 are incorporated by
reference into Part 11l of this Report.
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PART |

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

John B. Sanfilippo & Son, Inc. was formed as a ooafion under the laws of the State of Delawar#9n9 as the successor by merger to an
lllinois corporation that was incorporated in 1988. used throughout this annual report on Form 10#ess the context otherwise indicates,
the terms “we”, “us”, “our” or “our company” refeollectively to John B. Sanfilippo & Son, Inc. aitslwholly-owned subsidiary, JBSS
Properties, LLC. Our fiscal year ends on the fiflalirsday of June each year, and typically consistity-two weeks (four thirteen week
guarters). References herein to fiscal 2009, 20087 and 2006 are to the fiscal years that will, @nénded, June 25, 2009, June 26, 2008,

June 28, 2007 and June 29, 2006, respectively.

We are one of the leading processors and markettémse nuts and peanuts in the United States.elThats are sold under a variety of private
labels and under thesher, Flavor Tree, Sunshine CounampdTexas Pridébrand names. We also market and distribute, antbist cases
manufacture or process, a diverse product linead fand snack products, including peanut butterdga@and confections, natural snacks and
trail mixes, sunflower seeds, corn snacks, sestioies @and other sesame snack products.

Our Internet website is accessible to the publittgt//www.jbssinc.comnformation about us, including our annual reporis=orm 10-K,
quarterly reports on Form 10-Q, current report&om 8-K and amendments to those reports are madialle free of charge through our
Internet website as soon as reasonably practiedtalesuch reports have been filed with the Un8éates Securities and Exchange
Commission (the “SEC”). Our materials filed wittetBEC are also available on the SEC’s websitgtpt//www.sec.gov The public may
read and copy any materials we file with the SE@@SEC’s public reference room at 450 Fifth B¥V, Washington, DC 20549. The public
may obtain information about the reference roont#lling the SEC at 1-800-SEC-0330.

Our headquarters and executive offices are loct@@03 North Randall Road, Elgin, lllinois 60128d our telephone number for investor
relations is (847) 289-1800, extension 4612.

(i) Facility Consolidation Project

In August 2008, we completed the consolidationwf@hicago-based facilities into a new facilityEfgin, lllinois (the “New Site”). As part
of the facility consolidation project, on April 13005, we closed on the $48.0 million purchasénefNew Site. We transferred our primary
Chicago area distribution facility from a leaseddtion to the New Site in July 2006. Processing&ipens began at the New Site in the
second quarter of fiscal 2007, with operations mg\¥rom the existing Chicago area locations, and eguipment installed, from the second
quarter of fiscal 2007 through the end of Augud®®ur headquarters were relocated to the NewirsEebruary 2007.

The facility consolidation project has generatest @avings through the elimination of redundants;agich as interplant freight. However,

we have not yet realized the expected improveniantenufacturing efficiencies. Also, the New Sialesigned to accommodate an increase
in production capacity of 25% to 40% in part beeatle New Site provides substantially more squaoéafie than the aggregate space
previously available in our Chicago area faciliti€ke facility consolidation project will allow ue pursue certain new business opportunities
that were not previously available to us due td& laicproduction capacity. However, the benefitshef facility consolidation project will not

be realized as expected unless our sales volum@wuapin the future. Some of the initiatives thatimplemented in fiscal 2008 to improve
our operating performance, such as eliminating petidn of unprofitable products, have decreasedsales volume. The decrease in sales
volume has in the past and may in the future neglgtimpact our ability to benefit from the fagylitonsolidation project. If we are unable to
obtain a sufficient level of new profitable salear ability to benefit from the facility consolidah project and our financial performance will
be negatively impacted. See Part I, temAARisk Factors”.
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(i) Real Estate Transactions

In furtherance of our facility consolidation projewe sold our previously owned Chicago area faediin July 2006. One such Chicago area
facility (the Busse Road facility) was owned pdlyidy us and partially by a related party partiges The portion of the Busse Road propt
that we owned was sold to the related party pastiprin July 2006. The related party partnershgntiold the Busse Road property to a third
party, which leased back the property to us thrdbgbember 2007.

Also in July 2006, we sold our Arlington Heightsdafirthur Avenue facilities and leased back theliées from the purchaser. The Arlington
Heights facility is being leased back by us purstiam lease which went through December 2008. Kewave vacated the Arlington Heigl
facility during the second quarter of fiscal 200®i aecognized the remaining lease liability of $iflion as restructuring expense. The
Arthur Avenue facility was leased back by us thtodgigust 2008. We will vacate the Arthur Avenueiligcat the end of August 2008.

In September 2006, we sold our Selma, Texas pliepdd two related party partnerships for $14.3iomland are leasing them back. The
selling price was determined by an independentaapgrto be the fair market value, which also apipnated our carrying value. The lease
the Selma, Texas properties has a ten-year teanfiadit market value rent with three five-year reagaptions. Also, we have an option to
purchase the properties from the partnerships fifeyears at 95% (100% in certain circumstanoéshe then fair market value, but not to
be less than the $14.3 million purchase price.fiff@cing obligation is being accounted for similathe accounting for a capital lease,
whereby $14.3 million was recorded as a debt otiigaas the provisions of the arrangement areehigible for sale-leaseback accounting.

(iv) Credit Facilities

On February 7, 2008, we entered into a Credit Agexg with a new bank group (the “Bank Lenders”Mulimg a $117.5 million revolving
loan commitment and letter of credit subfacilitygt‘New Credit Facility”). Also on February 7, 2008, we entered into a LoareAment witt
an insurance company (the “Mortgage Lender”) priogjdis with two term loans, one in the amount d.83nillion (“Tranche A”) and the
other in the amount of $9.0 million (“Tranche Bfgy an aggregate amount of $45.0 million (the “Mage Facility”). The New Credit
Facility and Mortgage Facility replaced our prievolving credit facility (the “Prior Credit Fac#it) and long-term financing facility (the
“Prior Note Agreement”), and were secured, in pargrder to generally obtain more flexible covetsahan those associated with the Prior
Note Agreement and Prior Credit Facility, which were not in full compliance with during the firsirée quarters of fiscal 2008. v
currently expect to be in compliance with all fic&i covenants under the New Credit Facility andtgage Facility for the foreseeable
future. See Item 1A —"Risk Factors.”

The New Credit Facility is secured by substantiallyof our assets other than real property anaifes. The Mortgage Facility is secured by
mortgages on essentially all of our owned real priyplocated in Elgin, lllinois, Gustine, Califomand Garysburg, North Carolina (the
“Encumbered Properties”). The encumbered Elgin peaperty includes almost all of an original sitiee( “Original Site”) that was purchased
prior to our purchase of the New Site. When we rexaténto the New Credit Facility and Mortgage Fagilwe paid all amounts due under,
and terminated the Prior Credit Facility and prdpal amounts due under the Prior Note Agreemesta Aesult of the refinancing, we were
required to pay a $1.0 million debt extinguishmemarge to the lenders under the Prior Credit Rgciay a $5.2 million debt extinguishment
charge to the noteholders under the Prior Note émgent and write off the $0.5 million in remainingamortized balance of fees related tc
Prior Credit Facility and Prior Note Agreement. $aeharges were recorded in the third quarteisoafi2008.

The New Credit Facility matures on February 7, 208t3our election, borrowings under the New Créitility accrue interest at either (i) a
rate determined pursuant to the administrative tgenme rate minus an applicable margin deterhibg reference to the amount of loans
which may be advanced under a borrowing base @dionlbased upon accounts receivable, inventorynaachinery and equipment (the
“Borrowing Base Calculation”), ranging from 0.00%0.50% or (ii) a rate based on the London intekl@fered rate (“LIBOR”) plus an
applicable margin based upon the Borrowing Baseulaion, ranging from 2.00% to 2.50%. The face ami@f undrawn letters of credit
accrues interest at a rate of 1.50% to 2.00%, baged the Borrowing Base Calculation. The portibthe Borrowing Base Calculation bas
upon machinery and equipment will decrease by &ill§n per year for the first five years to coidei with amortization of the machinery
and equipment collateral. As of June 26, 2008wthighted average interest rate for the New CredgliflFy was 5.00%. The terms of the New
Credit Facility contain covenants that requireaussistrict investments, indebtedness, capital edipgnes, acquisitions and certain sales of
assets, cash dividends, redemptions of capitak stnd prepayment of indebtedness (if such prepatjraerong other things, is of a
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subordinate debt). If loan availability under therwing Base Calculation falls below $15.0 milljave will be required to maintain a
specified fixed charge coverage ratio, tested omoathly basis. The New Credit Facility does notude, among other things, a working
capital, EBITDA, net worth, excess availabilityyéage or debt service coverage financial coverfdr@.Bank Lenders are entitled to require
immediate repayment of our obligations under thes Kieedit Facility in the event of default on theypgents required under the New Credit
Facility, non-compliance with the financial covetsor upon the occurrence of certain other defdoyltas under the New Credit Facility
(including a default under the Mortgage Facilit4& of June 26, 2008, we were in compliance witlcallenants under the New Credit
Facility and we currently expect to be in compliandgth the financial covenant in the New Credit ikgcfor the foreseeable future. See

Item 1A —“Risk Factors.” As of June 26, 2008, wealI$86.5 million of available credit under the Newedit Facility.

The Mortgage Facility matures on March 1, 2023n€he A under the Mortgage Facility accrues inteaést fixed interest rate of 7.63% per
annum, payable monthly. Such interest rate mabety the Mortgage Lender on March 1, 2018 (Tvariche A Reset Date”). Monthly
principal payments in the amount of $0.2 milliommoenced on June 1, 2008. Tranche B under the Myetgacility accrues interest at a
floating rate of one month LIBOR plus 5.50% per@min payable monthly. The margin on such floatirtg reay be reset by the Mortgage
Lender on March 1, 2010 and every two years thegeédach, a “Tranche B Reset Date”); provided, éxmv, that the Mortgage Lender may
also change the underlying index on each TrancRe$®et Date occurring on and after March 1, 2016atllg principal payments in the
amount of $0.05 million commenced on June 1, 2008.

On the Tranche A Reset Date and each Tranche B Rase, the Mortgage Lender may reset the inteegss for each of Tranche A and
Tranche B, respectively, in its sole and absoligerdtion. With respect to Tranche A, if we do aotept the reset rate, Tranche A will
become due and payable on the Tranche A Reset Witheut prepayment penalty. With respect to TranBhif we do not accept the reset
rate, Tranche B will be due and payable on the dvarB Reset Date, without prepayment penalty. &ban be no assurances that the reset
interest rates for each of Tranche A and TranchéllBbe acceptable to us. If the reset interets far either Tranche A or Tranche B is
unacceptable to us and we (i) do not have suffidiemds to repay amounts due with respect to Traclor Tranche B, as applicable, on the
Tranche A Reset Date or Tranche B Reset Rate,@isaple, or (ii) are unable to refinance amounts dith respect to Tranche A or Trant

B, as applicable, on the Tranche A Reset Date andite B Reset Rate, as applicable, on terms meoeafale than the reset interest

rates, then such reset interest rates could havaterial adverse effect on our financial conditi@sults of operations and financial results.

The terms of the Mortgage Facility contain covendhat require us to maintain a specified net wofth110.0 million and maintain the
Encumbered Properties. The Mortgage Facility isisst, in part, by the Original Site; however, thertdage Lender has given its prior
consent to the sale of the Original Site underadetierms and conditions. Specifically, in the evbiat the Original Site is sold prior to
January 1, 2009 pursuant to a sales contractsitatriently pending, we will be required to deptisit gross proceeds into an interest-bearing
escrow with the Mortgage Lender. Then, on Janua®0@9, the Mortgage Lender has the right to eihexpply all or a portion of such
proceeds to prepay the outstanding balance of TieB¢ with the excess, if any, and accrued integestg to us or (ii) retain such proceeds
and all accrued interest as collateral for suchitimaél period as it deems prudent. After Janugr2aD9 (or prior to January 1, 2009 if
pursuant to a different proposal other than thedjpencontract), we must obtain the consent of tloetyage Lender prior to the sale of the
Original Site. All amounts outstanding are recordsecturrent liabilities as of June 26, 2008. Thetlyrge Facility does not include, among
other things, a working capital, EBITDA, excessikalility, fixed charge coverage, capital expenditueverage or debt service coverage
financial covenant. The Mortgage Lender is entitiedequire immediate repayment of our obligatiander the Mortgage Facility in the ev
we default in the payments required under the MayggFacility, non-compliance with the covenantamen the occurrence of certain other
defaults by us under the Mortgage Facility. Asurigl 26, 2008, we were in compliance with all covgsander the Mortgage Facility. Since
we currently believe that we will be in compliangith the financial covenant under the Mortgage Fgdior the foreseeable future,

$33.4 million has been classified as long-term deshof June 26, 2008. See Item 1A —"Risk FactdFhis amount represents scheduled
principal payments due under Tranche A beyond tevatonths of June 26, 2008.

(v) Restructuring Initiatives

On January 22, 2008 and February 1, 2008, we amedumwo separate restructuring initiatives designegduce operating costs by
eliminating underperforming products and the nundfemployees required as a result of our facdipsolidation project, which we
completed in August 2008. We recognized $1.8 mmllid restructuring expenses in fiscal 2008 as altre$ the initiatives, which focused on
the following three primary areas:
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Sales Profitability Review

We completed a sales profitability review and immection therewith sales prices were increaseba@xtent feasible with respect to certain
underperforming products. In addition, as parthid teview, we discontinued approximately 1,200dpieis, which contributed to a decrease
in our sales volume; however, absent other corgiides and influences, our overall profitabilitycisrrently expected to increase for the near
term. In order to achieve profitability for the tpterm we need to, among other things, achievatpbdé volume growth. See Item 1A —
“Risk Factors.” We reduced our total number of esgpks by approximately 80 as a result of theseuasting initiatives, which resulted in
$0.3 million of one-time severance expense reconddioe third quarter of fiscal 2008, all of whialas paid in fiscal 2008. We expect to save
approximately $4.0 million annually in payroll arelated benefits as a result of the workforce rédocWe anticipate no further restructur

or related charges related to the sales profitglyiiview initiative.

Elimination of StoreDoor Delivery System

We previously distributed our products to approxisha300 convenience stores, supermarkets and o#tadl customer locations through a
store-door delivery system. Under this system, sexlwa fleet of step-vans to market and distribute,rsnacks and candy directly to retail
customers on a store-by-store basis. Stloer- delivery sales were $2.5 million for caleng@07 and have declined annually in recent yee
fewer customers required this type of service. \&&sed distributing products using the store-dolivety system on January 22, 2008. A
majority of the store-door delivery system salegehaigrated to our other distribution methods. dnmection with the discontinuance of the
store-door delivery system, we terminated nine eye®s. The store-door discontinuance required usctmgnize a total estimated cost of
$1.3 million during the second quarter of fiscaD80$1.2 million of which related to the estimatedt to withdraw from a multiemployer
pension plan for the step-van drivers. The multilygr obligation, which is based on the previouseste calculated by the plan, will be
subject to final determination with the union aaekpected to be settled sometime during fiscal ¥889. All other charges were fully sett
as of June 26, 2008.

Facility Consolidation Project

In August 2008, we completed the consolidationllobar Chicago area facilities into the New Sitdid consolidation has allowed us to
eliminate redundant costs by being able to opexiagesingle facility. Due to the early completidrttee consolidation, we ceased the use o
Arlington Heights facility before the lease terntioa date. As a result, we recorded a lease temimimaharge of $0.2 million during the
second quarter of fiscal 2008. We will vacate @maining Elk Grove Village facility at the leasenténation date at the end of August 2008.

b. Segment Reporting

We operate in a single reportable operating segthahtonsists of selling various nut products tigtomultiple distribution channels.

c. Narrative Description of Business
(i) General

As stated above, we are one of the leading processal marketers of tree nuts and peanuts in tltedJ8tates. Through a deliberate strat
of capital expenditures and complementary acqaisstiwe have built a vertically integrated nut @ssing operation that enables us to co
almost every step of the process for pecans, peamat walnuts, including procurement from growehglling, processing, packing and
marketing. Vertical integration allows us to enhapcoduct quality and, in most crop years, to capaudditional processing margins with
respect to pecans, peanuts and walnuts. In theqastertically integrated business model has wdrio our advantage. Our vertically
integrated model, however, can under certain cistantes result in poor earnings or losses. Seellfem “Risk Factors”.

Our products are sold through the major distributibannels to significant buyers of nuts, includiogd retailers, industrial users for food
manufacturing, food service companies and inteonaticustomers. Selling through a wide array ofritstion channels allows us to generate
multiple revenue opportunities for the nuts we pssc For example, whole cashews could be soldtbrietailers and cashew pieces could be
sold to industrial users. We process and sell aJprmut types consumed in the United States, distupeanuts, pecans, cashews, walnut:
almonds in a wide variety of package styles, whereast of our competitors focus either on fewertyppies or narrower varieties of
packaging options. We process all major nut tyfress offering our customers a complete nut prodéfering.
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(i) Principal Products

Our principal products are raw and processed fiisse products accounted for approximately 91.82% and 92.7% of our gross sales
fiscal 2008, fiscal 2007 and fiscal 2006, respe&dyivThe nut product line includes peanuts, almpBdazil nuts, pecans, pistachios, filberts,
cashews, English walnuts, black walnuts, pine anotsmacadamia nuts. Our nut products are soldrirenaus package styles and sizes, from
poly-cellophane packages, composite cans, vacuum p#iokeglastic jars and glass jars for retail salesarge cases and sacks for bulk s

to industrial and food service customers. In additive offer our nut products in a variety of diéfet styles and seasonings, including nat
blanched, oil roasted, dry roasted, unsalted, hooasted, flavored, spicy, butter toffee, pralined ainnamon toasted. We sell our products
domestically to retailers and wholesalers as wetbandustrial, food service and contract packggiastomers. We also sell certain of our
products to foreign customers in the retail, foeds/ee and industrial markets.

We acquire a substantial portion of our peanutapemnd walnut requirements directly from domestawgrs. The balance of our raw nut
supply is purchased from importers, traders andeimprocessors. In fiscal 2008, the majority wf peanuts, pecans and walnuts were
shelled at one of our four shelling facilities, &hd remaining portion were purchased shelled fpootessors. See “Raw Materials and
Supplies” and Item 2(b)- “Properties — Manufacturing Capability, Utilizatiohechnology and Engineering” below.

We manufacture and market peanut butter in seseas and varieties, including creamy, crunchyratdral. We also market and distribute,
and in many cases process and manufacture, a sstetment of other food and snack products. Thewsr products include: snack mixes,
salad toppings, natural snacks, trail mixes, ditiedl and chocolate and yogurt coated products Boletailers and wholesalers; baking
ingredients sold to retailers, wholesalers, indaléind food service customers; bulk food prodsald to retail and food service customers
assortment of corn snacks, sunflower seeds, sna@spsesame sticks and other sesame snack pradldtt® retail supermarkets, vending
companies, mass merchandisers and industrial cestoaind a wide variety of toppings for ice creamd yogurt sold to food service
customers.

(iii) Customers

We sell products to approximately 1,750 customaduding approximately 100 international accouRtstailers of our products include
grocery chains, mass merchandisers, drug storagt@invenience stores and membership clubs. ®alalMart Stores, Inc. accounted 1
approximately 19%, 20% and 19% of our net sale$isoal 2008, fiscal 2007 and fiscal 2006, respetyi. Wholesale distributors purchase
products from us for resale to regional retail gryachains and convenience stores. Our industiigtbemners include bakeries, ice cream and
candy manufacturers and other food and snack psores-ood service customers include hospital®ashuniversities, airlines, retail and
wholesale restaurant businesses and national freis franchises. In addition, we package andildige products manufactured or
processed by others.

(iv) Sales and Distribution

We market our products through our own sales deymant and through a network of approximately 12@pehdent brokers and various
independent distributors and suppliers.

We distribute products from our lllinois, Georgialifornia, North Carolina and Texas productionilfaes and from public warehouse and
distribution facilities located in various otheatss. The majority of our products are shipped foomproduction, warehouse and distribution
facilities by contract and common carriers.

In the Chicago area, we operate an outlet stooargproduction facility and at four other locatiofifiese stores sell bulk foods and other
products produced by us and other vendors.

(v) Marketing

Marketing strategies are developed by distributibannel. Private label and branded consumer effioet$ocused on building brand
awareness, introducing new products, attracting ciestomers and increasing consumption in the saadkbaking nut categories. Industrial
and food service efforts are focused on trade-tetemarketing.
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Our consumer promotional campaigns include newspae radio advertisements, coupon offers and caewertising with select retail
customers. We also conduct integrated marketingpe&ans using multiple media outlets for the promotdf the Fisher brand, including
sports marketing. Additionally, shipper displaytsrare utilized in retail stores in an effort targadditional 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 puocessing capabilities, broad product portfolimduct customization and packaging
innovation. Additionally, we have established a bemof co-branding relationships with industriabtmamers.

Through participation in several trade associatifursding of industry research and sponsorshipdotational programs, we support effort
increase awareness of the health benefits, convemignd versatility of nuts as both a snack aret@e ingredient among existing and future
consumers of nuts.

(vi) Competition

Our nuts and other snack food products competasigpioducts manufactured and sold by numerous otimapanies in the snack food
industry, some of whom are substantially larger laage greater resources than us. In the nut indusér compete with, among others,
Planters, Ralcorp Holdings, Inc., Diamond Foods, &nd numerous regional snack food processors pEtitine factors in our markets
include price, product quality, customer serviaegddlth of product line, brand name awareness, reathdistribution and sales promotion.
The combination of our vertically integrated opargtmodel with respect to pecans, peanuts and wslour product quality, product
offering, brand strength and distribution modeleatly enable us to compete effectively in eacthefe categories. See Iltem 1A — “Risk
Factors” below.

(vii) Raw Materials and Supplies

We purchase nuts from domestic and foreign soutodiscal 2008, all of our walnuts and almonds evpurchased from domestic sources.
The great majority of peanuts were also purchased flomestic sources. We purchase our pecans frersauthern United States and
Mexico. Cashew nuts are imported from India, AfriBaazil and Southeast Asia. For fiscal 2008, apipnately 24% of our nut purchases
were from foreign sources.

Competition in the nut shelling industry is drivieyy shellers'ability to access and purchase raw nuts, to shelhtits efficiently and to sell tl
nuts to processors. We shell all major domestidypés, with the exception of almonds, and are ajr@select few shellers who further
process, package and sell nuts to the end-usernfraerial pricing pressure and the high cost offggant automation have contributed to a
consolidation among shellers across all nut typsgecially peanuts and pecans.

We are generally vertically integrated with resgeqgbecans, peanuts and walnuts and, unlike ousrmetail competitors, who purchase nuts
on the open market, we purchase a majority of esaps, peanuts and walnuts directly from growessfiBcal 2006 and the first half of

fiscal 2007, during which we had a generally vaitticintegrated model with respect to almonds, @sults of operations were severely
impacted by a decline in the market price for ald®after entering into fixed price purchase corngragth growers before we entered into
fixed price sales contracts with customers. In Noler 2006, we announced that we would no longeshaise almonds directly from grows
and discontinued our almond handling operatiohatGustine, California facility during the firstayter of calendar 2007 when the proces

of current crop year almonds purchased directlgnfgyowers was completed. We discontinued our alni@mdiling operation in order to
reduce commaodity risk and to eliminate the sigaificlabor costs associated with processing almtivadscould not be recovered completely
when the almonds were sold. The risks associatdtwertical integration that contributed to our atige margins for almond sales also exist,
to varying degrees, for pecans, peanuts and wal8atsltem 1A — “Risk Factors” below.

We sponsor a seed exchange program under whichovelp peanut seed to growers in return for a camenit to repay the dollar value of
that seed, plus interest, in the form of farmeclsioshell peanuts at harvest. Approximately 76%heffarmer stock peanuts we purchased in
fiscal 2008 were grown from seed provided by us.al¢e contract for the growing of a limited numbégenerations of peanut seeds to
increase seed quality and maintain desired geokeéitacteristics of the peanut seed used in pragesSur peanut seed is not genetically
modified.
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The availability and cost of raw materials for ffreduction of our products, including pecans, pégnualnuts, almonds, other nuts, roasting
oil, sugar, dried fruit, seeds and chocolate, algest to crop size and yield fluctuations causgdhistors beyond our control, such as weather
conditions, plant diseases and changes in custdemand. These fluctuations can adversely impacpmfitability. For example, our costs
acquire raw peanuts and cashews in fiscal 200@ased, in part, due to adverse weather conditadditionally, the supply of edible nuts

and other raw materials used in our products cbeldeduced upon a determination by the USDA oradhgr government agency that certain
pesticides, herbicides or other chemicals usedtwers have left harmful residues on portions efdtop or that the crop has been
contaminated by aflatoxin or other agents.

Due, in part, to the seasonal nature of the inglugte maintain significant inventories of peangis¢ans and walnuts at certain times of the
year, especially in the second and third quartemiofiscal year. Fluctuations in the market pridgpecans, peanuts and walnuts and ¢
nuts may affect the value of our inventory and thusgross profit and gross profit margin. Seerdduction”, “Fiscal 2007 Compared to
Fiscal 2006 — Gross Profit” under Part Il, Iltem 7“Management’s Discussion and Analysis of Finan€ahdition and Results of
Operations”. See also Part |, Item TA“Risk Factors”.

We purchase other inventory items, such as roastlagseasonings, plastic jars, labels, compasites and other packaging materials, from
related parties and third parties.

(viii) Trademarks and Patents

We market our products primarily under private latsnd the=isher, Sunshine Country, Flavor TraedTexas Priddorand names, which are
registered as trademarks with the U.S. Patent aadefmark Office as well as in various other jud§idins. We also own several patents of
various durations. We expect to continue to renavitfe foreseeable future those trademarks thatgrertant to our business.

(ix) Employees

As of June 26, 2008, we had approximately 1,50@tiule employees, including approximately 160 caogte staff employees. Our labor
requirements typically peak during the last quasfehe calendar year, at which time temporary tab@enerally used to supplement the full-
time work force.

(x) Seasonality

Our business is seasonal. Demand for peanut amdtteproducts is highest during the last four msmff the calendar year. Pecans and
walnuts, two of our principal raw materials, arenarily purchased between August and February amgcessed throughout the year until
the following harvest. As a result of this seasitiypabur personnel requirements rise during théflaisr months of the calendar year. Our
working capital requirements generally peak duthrgthird quarter of our fiscal year. See Item 8 Financial Statements and Supplemer
Data” and Part Il, Item 7 — “Management’s Discussimd Analysis of Financial Condition and Resuft®perations — Introduction”.

(xi) Backlog

Because the time between order and shipment idlyisess than three weeks, we believe that any logcks of a particular date is not
material to an understanding of our business asalew

(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. Althoug (i) maintain what we believe to be rigid gtyationtrol standards, (ii) generally inspect
our products by visual examination, metal deteaborslectronic monitors at various stages of o@tlsty and processing operations for all of
our nut and other food products, (iii) permit th8MA to inspect all lots of peanuts shipped to andfour peanut shelling facilities, and

(iv) seek to comply with the Nutrition Labeling aBducation Act by labeling each product that wéwih labels that disclose the nutritional
value and content of each of our products, no assercan be given that some nut or other food jtedwold by us may not contain or
develop harmful substances. In order to mitigaierikk, we currently maintain
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product liability insurance of $2 million per ocecence and umbrella coverage of up to $50 million.

Iltem 1A — Risk Factors

We face a number of significant risks and uncetiénand therefore an investment in our commorkstsubject to risks and uncertainties.
Our business, results of operations and financatlition could be materially adversely affectedty factors described below. While each
risk is described separately, some of these riskinéerrelated and it is possible that certaiksisould trigger the applicability of other risks
described below. Also, the risks and uncertairdiescribed below are not the only ones that we fadditional risks and uncertainties not
presently known to us, or that are currently deeimadaterial, could also potentially impair our messs, results of operations and financial
condition. Investors should consider the followfagtors, in addition to the other information conéal in this Annual Report on Form 10-K,
before deciding to purchase our common stock.

We Cannot Control the Availability of Raw Materials and Market Price Fluctuations

The availability and cost of raw materials for fireduction of our products, including peanuts, pecalmonds, walnuts and other nuts are
subject to crop size and yield fluctuations causgéactors beyond our control, such as weather itiond, plant diseases, changes in
customer demand and changes in government progfaddgionally, the supply of edible nuts and othaw materials used in our products
could be reduced upon any determination by theddrfitates Department of Agriculture (“USDA”) or etlgovernment agencies that certain
pesticides, herbicides or other chemicals usedtwers have left harmful residues on portions efdtop or that the crop has been
contaminated by aflatoxin or other agents. Furtlweenwe are not able to hedge against changesrnimodlity prices because no appropriate
futures or other market to utilize for such purpexists, and thus, shortages in the supply of acekases in the prices of nuts and other raw
materials we use in our products (to the exterttdbat increases cannot be passed on to custoowers) have an adverse impact on our
profitability. For example, our costs to acquirstoaws and raw peanuts have recently increasedyim@cause of adverse weather condit
We are currently uncertain as to whether or whemlldoe able to fully pass on this increase in oasts to our customers. Furthermore,
fluctuations in the market prices of nuts may aftbe value of our inventories and profitability e\lave significant inventories of nuts that
would be adversely affected by any decrease imtiéet price of such raw materials. See Partéml¥ — “Management’s Discussion and
Analysis of Financial Condition and Results of Giems — Introduction”.

We Enter | nto Fixed Price Commitments

The great majority of our industrial sales custasnand certain other customers, require us to @nttefixed price commitments with them.
Such commitments represented approximately 20%io0&pnual net sales in fiscal 2008. In most cabesfixed price commitments are
entered into after our cost to acquire the nut peteinecessary to satisfy the fixed price commitsiare substantially fixed. The
commitments are for a fixed period of time, typigane year, but may be extended if remaining badarexist. However, sometimes we enter
into fixed price commitments with respect to cartaf our nut products before fixing our acquisitost in order to maintain customer
relationships or when, in management’s judgmentketar crop harvest conditions so warrant. Toakient we do so, however, these fixed
price commitments may result in reduced or negaiess profit margins that have a material adveffget on our results of operations.

We have a Generally Vertically I ntegrated Model With Respect to Pecans, Peanuts and Walnuts

We have a generally vertically integrated nut pssaey operation that enables us to control almeestyestep of the process for pecans,
peanuts and walnuts, including procurement fronwers. Our vertically integrated model has in thstpasulted, and may in the future re:
in significant losses because we are subject tedhieus risks associated with purchasing a mgjofitour pecans, peanuts and walnuts
directly from growers, including the risk of purdiag such products from growers at prices that,lali¢e to altered market conditions, prove
to be above market prices. For example, our restiltperations were adversely affected during fi2686, during which we had a generally
vertically integrated model with respect to almariise market prices for almonds declined signifiaafter we entered into fixed price
purchase contracts directly with growers, but beefoted price sales contracts with customers watered into. In order to retain customers
and remain competitive, we felt it was imperatiesell the almonds at a loss. Accordingly, becaus@urchase a majority of our pecans,
peanuts and walnuts directly from growers usingdiprice contracts, some of which are enteredbafore harvest, there is a possibility that
after we enter into the fixed price contracts, neadonditions may change, and we will be forcedeibthese nuts at a loss.
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We Operate in a Competitive Environment

We operate in a highly competitive environment. @uncipal products compete against food and spastiucts manufactured and sold by
numerous regional and national companies, soméhwthnare substantially larger and have greatemuress than us, such as Planters and
Ralcorp Holdings, Inc. For example, our Fisher drhaas declined in market share in recent yearafinhecause the companies who sell and
market the other top branded nut products have dtietsignificantly more resources to such brantiemecompared to the resources spent
by us on our Fisher brand. Our retail competitarg their nuts on the open market and are thusxpmised to the risks of purchasing raw
pecans, peanuts and walnuts directly from growefiged prices that later, due to altered marketdittons prove to be above market prices.
We also compete with other shellers in the indabtmarket and with regional processors in the Iratad wholesale markets. In order to
maintain or increase our market share, we musiraomto price our products competitively, which nl@yer revenue per unit and cause
declines in gross margin, if we are unable to iaseeunit volumes as well as reduce our costs.

We are Dependent Upon Certain Significant Customers

We are dependent on a few significant customera farge portion of our total sales, particularythie consumer channel. Sales to our five
largest customers represented approximately 40%,atd 38% of gross sales in fiscal 2008, fiscal728@d fiscal 2006, respectively. Wal-
Mart alone accounted for approximately 19%, 20% E8#b of our net sales for fiscal 2008, fiscal 2@d1d fiscal 2006, respectively. The loss
of one of our largest customers, or a materialekes® in purchases by one or more of our largetiroess, would result in decreased sales
and adversely impact our results of operationscasth flow.

We are Subject to Pricing Pressures

As the retail grocery trade continues to consoéigatd our retail customers grow larger and becoore sophisticated, our retail customers
are demanding lower pricing and increased promatiprograms. Further, these customers may begifatie a greater emphasis on the
lowest-cost supplier in making purchasing decisiasticularly if buying techniques such as revensernet auctions increase in popularity.
An increased focus on the lowest-cost supplierdcoetiuce the benefits of some of our competitiveaathges. Our sales volume growth
could suffer, and it may become necessary to lmueprices and increase promotional support ofppaducts, any of which would adversely
affect our gross profit and gross profit margin.

Food Safety and Product Contamination Concerns Could Have a Material Adverse Effect on Us

We could be adversely affected if consumers inpsincipal markets lose confidence in the safetpufproducts, particularly with respect to
peanut and tree nut allergies. Individuals with aligrgies may be at risk of serious illness ortldeasulting from the consumption of our nut
products, including consumption of other companpgesducts containing our products as an ingredotwithstanding existing food safety
controls, we process peanuts and tree nuts orathe squipment, and there is no guarantee thatrodugts will not be cross-contaminated.
Concerns generated by risks of peanut and treeras$-contamination and other food safety matterg discourage consumers from buying
our products, cause production and delivery disoagt or result in product recalls. In additiorg ttooling system at the Elgin, lllinois facili
utilizes ammonia. If a leak in the system weredoun, there is a possibility that the inventorcald storage at the Elgin, lllinois facility cot
be destroyed.

Product Liability and Product Recalls May Have a Material Adverse Effect on Us

We face risks associated with product liabilityircla and product recalls in the event our food gaded quality control procedures fail and
our products cause injury or become adulteratedisibranded. In addition, we do not control the ladgeof other companies’ products
containing our products as an ingredient. A prodecall of a sufficient quantity, a significant piect liability judgment against us, or other
safety concerns could cause our products to beailabie for a period of time and could result itoss of consumer confidence in our
products. These kinds of events, were they to gewould have a material adverse effect on demandudpproducts and, consequently, our
results of operations and cash flows.
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We are Dependent on Certain Key Personnel

Our future success will be largely dependent orpersonal efforts of our senior operating managérnsam, including Jeffrey T. Sanfilippo,
Chief Executive Officer, Michael J. Valentine, Chignancial Officer and Group President, James alevitine, Chief Information Officer a
Jasper B. Sanfilippo, Jr., Chief Operating Offiaad President, who have assumed management céyht-dlay operation of our business
over the past three years. In addition, our sucaklsssdepends on the talents of Everardo Soridp6¥ite President Pecan Operations and
Procurement, Walter R. Tankersley, Jr., Senior VAesident Industrial Sales and Michael G. CanBenjor Vice President of Corporate
Operations. We believe that the expertise and kedgé of these individuals in the industry, anchigitrespective fields, is a critical factor to
our growth and success. We have not entered intmgioyment agreement with any of these individuads do we have key officer
insurance coverage policies in effect. The loshefservices of any of these individuals could haweaterial adverse effect on our business
and prospects if we were unable to identify a blét@andidate to replace any such individual. @acsss is also dependent upon our ability
to attract and retain additional qualified markegtitechnical and other personnel, and there camlassurance that we will be able to do so.

We are Subject to Risks and Uncertainties Regarding Our Facility Consolidation Project

The facility consolidation project, for which wevgainvested a total of over $100 million, may rexult in significant cost savings or
increases in efficiency, or allow us to increasemoduction capabilities to meet any future insesain customer demand. Moreover, our
expectations with respect to the financial impddhe facility consolidation project are based amerous estimates and assumptions, any or
all of which may differ from actual results. Sudffetences could substantially reduce the antiggdtenefit of the project or cause losses or
adverse financial consequences.

More specifically:
. the facility consolidation project may not elimieats many redundant processes as we presentlipatej

. sales volume may continue to decrease, in pagus® of our voluntary elimination of non-profitafproducts, and we may not
realize any future overall increases in demanaéorproducts necessary to justify additional praiduccapacity available at the New
Site;

. we may not achieve the planned levels of increafféclencies at the New Sit

. we may not obtain tenants or receive rental inctonéghe unused portions of the New S

. we may not receive certain outstanding written psrfrom the City of Elgin, as expected; ¢
. we may not be able to recover our investment irahginal Site.

If, for any reason, we were to realize less thanetkpected benefits from the facility consolidatpwoject, our future income stream, cash
flows and debt levels could be materially adversdfgcted. In addition, the facility consolidatiproject does not have a long history.
Accordingly, unanticipated risks and problems mayedop in the future.

We are Subject to Government Regulation

We are subject to extensive regulation by the WdnBtates Food and Drug Administration, the USDA, tthnited States Environmental
Protection Agency and other state, local and foreigthorities in jurisdictions where our produats manufactured, processed or sold.
Among other things, these regulations govern theufeacturing, importation, processing, packagingtae, distribution and labeling of our
products. Our manufacturing and processing faediind products are subject to periodic compliamsgections by federal, state, local and
foreign authorities. We are also subject to envitental regulations governing the discharge of missions, water and food waste, the usage
and storage of pesticides, and the generation lingndtorage, transportation, treatment and digpoSwaste materials. Amendments to
existing statutes and regulations, adoption of s@tutes and regulations, increased productionragxisting facilities as well as our
expansion into new operations and jurisdictionsy neguire us to obtain additional licenses and jitsrand could require us to adapt or alter
methods of operations at costs that could be satetaCompliance with applicable laws and regulasi may adversely affect our business.
Failure to comply with applicable laws and regulat could subject us to civil remedies, includimg$, injunctions, recalls or seizures, as
well as possible criminal sanctions, which coulgiéha material adverse effect on our business.
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Economic, Palitical and Social Risks of Doing Business in Emerging Markets May Have a Material Adverse Effect on Us

We purchase our cashew inventories from India, iBaeml Southeast Asia, which are in many respeurging markets. To this extent, we
are exposed to risks inherent in emerging markatkjding:

. increased governmental ownership and regulaticgheoéconomy

. greater likelihood of inflation and adverse eamimconditions stemming from governmental attenpteduce inflation, such as
imposition of higher interest rates and wage amceprontrols;

. potential for contractual defaults or forced rerégmns on purchase contracts with limited legaaurse
. tariffs and other barriers to trade that may reduaeprofitability; anc
. civil unrest and significant political instabilit

The existence of these risks in these and othergiorcountries that are the origins of our raw mal® could jeopardize or limit our ability to
purchase sufficient supplies of cashews and othpoited raw materials and may adversely affecresults of operations by increasing the
costs of doing business overseas.

The Way in Which We Measure | nventory May Have a Material Adverse Effect on Us

We acquire our inshell nut inventories of pecamsruts and walnuts from growers and farmers irelgrgantities at harvest times, which are
primarily during the second and third quarters wf fiscal year, and receive nut shipments in bulkkloads. The weights of these nuts are
measured using truck scales at the time of recaiyat inventories are recorded on the basis of thesssurements. The nuts are then stored in
bulk in large warehouses to be shelled or processedghout the year. Bulk-stored nut inventoriesralieved on the basis of continuous
high-speed bulk weighing systems as the nuts a#eshor processed or on the basis of calculatitemved from the weight of the shelled
nuts that are produced. While we perform varioweedures to periodically confirm the accuracy af lmulk-stored 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 our bulk-stored nut inventories is not wmauntil the entire quantity of the
particular nut is depleted, which may not necelsadcur every year. Prior crop year inventorieg/ratill be on hand as the new crop year
inventories are purchased. There can be no assutlaaicsuch inventory quantity adjustments will hate a material adverse effect on our
results of operations in the future.

We are Subject to the Public Health Security and Bioterrorism Preparedness and Response Act of 2002

We are subject to the Public Health Security aratddrorism Preparedness and Response Act of 2082Rioterrorism Act”). The
Bioterrorism Act includes a number of provisionh&dp 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 categorigstggistration 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) admirdtve detention of potentially affected
foods. There can be no assurances that the effettte Bioterrorism Act and the rules enacted therder by the FDA, including any poten
disruption in our supply of imported nuts, whiclpresented approximately 24% of our total nut pusekan fiscal 2008, will not have a
material adverse effect on our business, finarmpmaltion or results of operations in the future.

Our Largest Stockholders Possess a Majority of Aggregate Voting Power, Which May Make a Takeover or Changein Control More
Difficult

As of August 28, 2008, Jasper B. Sanfilippo, Magamfilippo, Jeffrey T. Sanfilippo, Jasper B. Skpfio, Jr., Lisa A. Evon, John E.
Sanfilippo and James J. Sanfilippo (the “Sanfiligp@up”) own or control Common Stock (one vote gleaire) and Class A Common Stock
(ten votes per share) representing approximatBB.3% voting interest in our company. As of Aug2®t 2008, Michael J. Valentine and
Mathias A. Valentine (the “Valentine Group”) own or
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control Common Stock (one vote per share) and GlaSemmon Stock (ten votes per share) represeafipgoximately a 24.4% voting
interest in our company. As a result, the Sanfdigroup and the Valentine Group together are abtirect the election of a majority of the
members to the Board of Directors. In addition, Sa&filippo Group is able to exert influence on business that cannot be counteracted by
another shareholder or group of shareholders. Enélppo Group is able to determine the outcomaeHrly all matters submitted to a vote
of our stockholders, including any amendments toceutificate of incorporation or bylaws. The Séipfio Group has the power to prevent a
change in control or sale of our company, which fp@yeneficial to the public stockholders, or caashange in control which may not be
beneficial to the public stockholders, and can w@ther actions that might be less favorable tosbockholders and more favorable to the
Sanfilippo Group, subject to applicable legal liaibns.

We May Incur Material Losses as a Licensed Nut Warehouse Operator under the United States Warehouse Act

We store a large amount of peanut inventory on lbeh¢éhe United States government at various faed. As a licensed United States
Department of Agriculture Nut Warehouse Operatar,ane responsible for delivering the loan valuthefpeanut inventory in our possession
as represented on the warehouse receipt on defBaoduse the inventory may be stored at our faslifor a significant period of time, the
peanut inventory may decrease in value as a resaltlecline in the quality of the peanut inventoryshrinkage in the peanut inventory. We
are responsible for reimbursing the United Stam&giment for any such decline in value associaiétquality issues or shrinkage in exc

of an allowable amount that arise during our cugtfdsuch inventory. Accordingly, a significant diae in the value of the peanut inventory
stored at our facilities for these circumstancaddbave a material adverse effect on us.

Esentially all of Our Real Property is Encumbered, Which Could Adversely Affect Our Ability to Obtain Additional Capital if Required

We incurred net losses of $6.0 million, $13.6 railliand $16.7 million in fiscal years 2008, 2007 2006, respectively. We have taken
certain actions aimed at improving our financialuiés, such as entering into new financing arraregem and we earned an operating prot
fiscal 2008 of $10.7 million. However, the new firténg arrangements include a mortgage facility olvlis secured by essentially all of our
owned real property located in Elgin, lllinois, @Gas, California and Garysburg, North Carolina.\Rwasly, the aforementioned properties
were not encumbered. Because essentially all obamed real property is now encumbered, such ptiggesre not available as a means of
securing further capital in the event that add#iorapital is required because of unexpected eylrstses or other circumstances.

General Economic Conditions Could Significantly Affect Our Financial Results

General economic conditions and the possibilitaroEconomic recession could significantly affeatfinancial condition. General economic
conditions, any of which could have a material adgeffect on our results of operations and fir@remndition, include higher inflation, the
weak dollar, increased commaodity costs, unforesbamges in consumer demand or buying patternsgemeral transportation and fuel co
Among other considerations, nuts and our otherymrtsdare not essential products.

Item 1B — Unresolved Staff Comments

None.

Item 2 — Properties

We own or lease five principal production facil#ieOur primary processing and distribution faciitpng with our headquarters is located at
the New Site in Elgin, lllinois. The remaining peipal production facilities are located in Bainlgé] Georgia; Garysburg, North Carolina;
Selma, Texas; and Gustine, California. In additive,operate an outlet store out of the New Sitd,@mn one retail store and lease three
additional retail stores in the Chicago area. Ve &ase space in public warehouse facilities fioua states.

We believe that our facilities are generally wellintained and in good operating condition.

a. Principal Facilities

The following table provides certain informatiomaeding our principal facilities?)
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Date Company

Constructed,
Square Types o Acquired or
Location Footage Interest Description of Principal Use First Occupied
Bainbridge, Georgié®) 245,00( Ownec Peanut shelling, purchasing, processing, 1987
packaging, warehousing and distribut
Garysburg, North Carolina 160,00( Ownec Peanut shelling, purchasing, processing, 199¢
packaging, warehousing and distribut
Selma, Texa®) 300,00t Lease( Pecan shelling, processing, packaging, 199z
warehousing and distributic
Gustine, California 215,00( Ownec Walnut shelling, processing, packaging, 199:
warehousing and distributic
Elgin, lllinois 4 400,00( Ownec Rental Property 200t
(Elgin Office Building)
Elgin, lllinois ®) 1,001,00! Ownec Processing, packaging, warehousing, 200t
(Elgin Warehouse Building distribution and corporate offict
(1) In addition to the properties listed in thble, we own land in Elgin, lllinois, which we oinglly anticipated using in connection with

()

(3)
(4)

()

the facility consolidation project (the “Originait&’). For a description of the Original Site, deart Il, Item 7— “Management’s
Discussion and Analysis of Financial Condition &webults of Operatior— Introduction”

The Bainbridge facility is subject to a matg and deed of trust securing $5.125 million (gdiclg 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”.

The sale of the Selma, Texas propertiesdadhated party partnerships was consummated dthnirst quarter of fiscal 2007. See
Item 1(a)(iii)— “Real Estate Transactic”.

The Elgin Office Building (part of the Newt&) was acquired in April 2005. 41.5% of the El@iffice Building was leased back to the
seller through April 2008. The lease was not rertevigproximately 20% of the Elgin Office Building turrently being leased to other
third parties. The remaining portion of the offlmeilding may be leased to third parties; howeuesré can be no assurance that we will
be able to lease the unoccupied space. Furtheiatagpenditures will be necessary to lease thaiing space, including the space
previously rented by the seller of the New &

The Elgin Warehouse Building (part of the N8ite) was acquired in April 2005 and was exparfdat 653,000 to 1,001,000 square
feet and was modified to our specifications. Ouic@fo area distribution operation was transfereetth¢ Elgin Warehouse Building in
July 2006 and our corporate headquarters wereatlddo the Elgin Warehouse Building in Februar§220rhe majority of our Chica¢
area processing activities were transferred td&tgan Warehouse Building during fiscal 2007, wittetremaining activities transferrec
fiscal 2008 and the first quarter of fiscal 20

b. Manufacturing Capability, Utilization, Technology and Engineering

Our principal production facilities are equippedhiwinodern processing and packaging machinery anigpregnt.

The New Site was designed to our specificationkh witat we believe to be state-of-the-art equipmEmé layout is designed to efficiently
move product from raw storage to processing to gicky to distribution. The majority of processingeoations at our previous Chicago area
facilities were transferred to the New Site duriisgal 2007, with the remaining operations transferin fiscal 2008 and the first quarter of
fiscal 2009. Also, the New Site is designed to amtmdate an increase in production capacity of 25%06 in part because the New Site
provides substantially more square footage thamgiggegate space previously available in our Cloicaga facilities.
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The Selma facility contains our automated pecatlisgeand bulk packaging operation. The facilgyyecan shelling production lines curre
have the capacity to shell in excess of 90 millimshell pounds of pecans annually. For fiscal 2088 processed approximately 60 million
inshell pounds of pecans at the Selma, Texastfacili

The Bainbridge facility is located in the largestput producing region in the United States. Taddlity takes direct delivery of farmer stock
peanuts and cleans, shells, sizes, inspects, lanaasts and packages them for sale to our castoifhe production line at the Bainbridge
facility is almost entirely automated and has thpazity to shell approximately 120 million inshedlunds of peanuts annually. During fiscal
2008, the Bainbridge facility shelled approximat&® million inshell pounds of peanuts.

The Garysburg facility has the capacity to proagsoximately 70 million inshell pounds of farmésck peanuts annually. For fiscal 2008,
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 mak annually. For fiscal 2008, the Gustine factibelled approximately 49 million inshell
pounds of walnuts.

Item 3 — Legal Proceedings

We are party to various lawsuits, proceedings dahdranatters arising out of the conduct of our bess. Currently, it is management’s
opinion that the ultimate resolution of these nratteill not have a material adverse effect uponhlmusiness, financial condition or results of
operations.

Item 4 — Submission of Matters to a Vote of SecuntHolders

No matter was submitted during the fourth quarfdisgal 2008 to a vote of security holders, thrbwplicitation of proxies or otherwis

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 our
annual meeting of stockholders to be held on Octd3bBe2008:

Jeffrey T. Sanfilippo, Chief Executive Officer, age 45— Mr. Sanfilippo has been employed by us since 19®ilia November 2006 was
named our Chief Executive Officer. Mr. Sanfilipperged as our Executive Vice President Sales andéfiag from January 2001 to
November 2006. Mr. Sanfilippo served as our Seviioe President Sales and Marketing from August 189%anuary 2001. Mr. Sanfilipg
has been a member of our Board of Directors singgudt 1999. He served as General Manager West Opasations from September 1991
to September 1993. He served as Vice President @it Operations and Sales from October 1993 te8der 1995. He served as Vice
President Sales and Marketing from October 199%uigust 1999.

Michael J. Valentine, Chief Financial Officer and Goup President, age 49— Mr. Valentine has been employed by us since 1987. |
November 2006, Mr. Valentine was named our Chia&Rcial Officer and Group President and, in May720@r. Valentine was named o
Secretary. Mr. Valentine served as our Executive=\Rresident Finance, Chief Financial Officer aadr&tary from January 2001 to
November 2006. Mr. Valentine served as our Senioe Yresident and Secretary from August 1999 taakg2001. Mr. Valentine has bee
member of our Board of Directors since April 1984. Valentine served as our Vice President and&acy from December 1995 to
August 1999. He served as an Assistant Secretaryh@nGeneral Manager of External Operations fdrara June 1987 and 1990,
respectively, to December 1995. Mr. Valentine’pmssibilities also include our peanut operationsluding sales and procurement, and
contract packaging business.

Jasper B. Sanfilippo, Jr., Chief Operating Officerand President, age 40— Mr. Sanfilippo has been employed by us since 1892.
November 2006, Mr. Sanfilippo was named our Chipéf@ting Officer and President and, in May 2007, $nfilippo was named o
Treasurer. Mr. Sanfilippo served as our Executiie\President Operations, retaining his positioAssistant Secretary, which he assume
December 1995 from 2001 to November 2006. Mr. 8ppt became a member of our Board of Directo®é@tember 2003. He became our
Senior Vice President Operations in August 1999serded as Vice President Operations from Decer@@5 to August 1999. Prior to that,
Mr. Sanfilippo
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was the General Manager of our Gustine, Califofaddity beginning in October 1995, and from Jurg®2 to October 1995 he served as
Assistant Treasurer and worked in our FinanciabfRahs Department. Mr. Sanfilippo is responsibledor non-peanut shelling operations,
including plant operations and procurement.

James A. Valentine, Chief Information Officer, age 44— Mr. Valentine has been employed by us since 198GrahNovember 2006 was
named our Chief Information Officer. Mr. Valentiserved as our Executive Vice President Informafieohnology from August 2001 to
November 2006. Mr. Valentine served as Senior Yigesident Information Technology from January 2@August 2001 and as Vit
President of Management Information Systems fronudey 1995 to January 2000.

William R. Pokrajac, Vice President, Risk Managemehand Investor Relations, age 54— Mr. Pokrajac has been with us since 1985. He
served as our Controller from 1987 to August 2008 the as our Vice President of Finance from 20l 8eptember 2007, when he was
named Vice President, Risk Management and Invésttations. Mr. Pokrajac is responsible for our riskhagement and investor relation
activities.

Walter (Bobby) Tankersley Jr., Senior Vice Presidehindustrial Sales, age 56— Mr. Tankersley has been employed by us since
January 2002 and is responsible for directing #hessof the industrial distribution channel whiakludes pecans, almonds, walnuts,
macadamias, peanuts, cashews and hazelnuts. ldedra0 years of experience in the nut industryree was previously Vice Presiden
Sales & Marketing at the Young Pecan Company amelciir of Industrial Sales at the Mauna Loa Macadavut Company. In addition to
sales, he is responsible for procurement of almonebiuts, macadamias and pistachios as well agding commodity analysis, crop
forecasts, and consumption trend analysis for uarimut commodities.

Everardo Soria, Senior Vice President Pecan Operatns and Procurement, age 52— Mr. Soria has been with us since 1985. Mr. Soria
was named Director of Pecan Operations in July H@bwas named Vice President Pecan OperationBraicdrement in January 2002.
Mr. Soria was named Senior Vice President Pecamafipes and Procurement in August 2003. Mr. Sari@sponsible for the procurement
of pecans and for the shelling of pecans at oun&gTl exas facility.

Herbert J. Marros, Director of Financial Reporting and Taxation, age 56— Mr. Marros has been with us since 1995. Mr. Masewed
as Assistant Controller from 1995 until 2003, winenwas promoted to Controller. In September 2007 N&arros was named Director of
Financial Reporting and Taxation. Mr. Marros isp@ssible for our internal and external financiglaging and tax activities.

Michael G. Cannon, Senior Vice President of Corporie Operations, age 55— Mr. Cannon joined us in October 2005 as Senior Vice
President of Operations. Previously, Mr. Cannon Miae President of Operations at Sugar Foods Carmanufacturer and distributor of
food products, from 1995 to October 2005. Mr. Canisoresponsible for the production operationsalbof our facilities.

Frank S. Pellegrino, Corporate Controller, age 34— Mr. Pellegrino joined us in January 2007 as DirecfoAccounting and was
appointed Corporate Controller in September 200&viBusly, Mr. Pellegrino was Internal Audit Manage W.W. Grainger, a business-to-
business distributor, from June 2003 to January 2B@ior to that, he was a Manager in the Assur&reetice of PricewaterhouseCoopers
LLP, where he was employed from 1996 to 2003. Milegrino is responsible for our accounting functio

RELATIONSHIPS AMONG CERTAIN DIRECTORS AND EXECUTIVE OFFICERS

Jasper B. Sanfilippo, Chairman of the Board of @ampany, is (i) the father of Jasper B. Sanfilipfroand Jeffrey T. Sanfilippo, executive
officers and directors of our company, (ii) thethir-in-law of Mathias A. Valentine, a directorafr company, and (iii) the uncle of Michael
J. Valentine, an executive officer and a direcfooswr company and James A. Valentine, an execufffieer of our company. Michael J.
Valentine, Chief Financial Officer, Group Presidantl Secretary and a director of our company) ihé son of Mathias A. Valentine, (ii) tl
brother of James A. Valentine, (iii) the nephewa$per B. Sanfilippo, and (iv) the cousin of Jaghe®anfilippo, Jr. and Jeffrey T.
Sanfilippo. Jeffrey T. Sanfilippo, Chief Executi@ficer and a director of our company, is (i) thoe ©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 Offid@resident and Treasurer and a director of our emyyds (i) the son of Jasper B. Sanfilippo,
(i) the brother of Jeffrey T. Sanfilippo, (iii) ¢hnephew of Mathias A. Valentine, and (iv) the ¢owus Michael J. Valentine and James A.
Valentine. James A. Valentine, Chief Informatiorfi€Hr, is (i) the son of Mathias A. Valentine, (ifje brother of Michael J Valentine,

(iii) the nephew of Jasper B.

15




Table of Contents

Sanfilippo, and (iv) the cousin of Jasper B. Saugib, Jr. and Jeffrey T. Sanfilippo.

PART Il

Item 5 — Market for Registrant’s Common Equity and Related Stockholder Matters

We have two classes of stock: Class A Common Stigliass A Stock”) and Common Stock. The holder€ommon Stock are entitled to
elect 25% of the members of the Board of Directaysnded up to the nearest whole number, and tliefsof Class A Stock are entitled to
elect the remaining directors. With respect to eratbther than the election of directors or anytenatfor which class voting is required by
law, the holders of Common Stock are entitled te wote per share while the holders of Class A Strekentitled to ten votes per share. Our
Class A Stock is not registered under the Secarfigt of 1933 and there is no established pubdiditrg market for the Class A Stock.
However, each share of Class A Stock is converéiblbe option of the holder at any time and frametto time (and, upon the occurrence of
certain events specified in our Restated Certéicdtincorporation, automatically converts) intee@hare of Common Stock.

Our Common Stock is quoted on the NASDAQ Global kaand our trading symbol is “JBSS”. The followitadples set forth, for the
guarters indicated, the high and low reported galiees for the Common Stock as reported on the DIAG Global Market.

Price Range c
Common Stocl

Year Ended June 26, 20 High Low
4th Quarter $11.4C $8.02
3rdQuarter $ 9.8C $6.72
2 ndQuarter $10.4:2 $7.2¢E
1 stQuarter $12.3( $6.7:

Price Range c
Common Stocl

Year Ended June 28, 20 High Low

4thQuarter $14.2¢ $10.3:2
3 rdQuarter $16.1¢ $11.81
2 ndQuarter $12.2¢ $ 9.8C
1stQuarter $13.2¢ $ 9.7¢

As of August 22, 2008, there were 74 holders antdd@ers of record of our Common Stock and Clag&tdck, respectively.

Under our company’s Restated Certificate of Incomfion, 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 our common equity.

Our current financing agreements prohibit the paynoé dividends. No dividends have been declaredesiL995.

For purposes of the calculation of the aggregatéetaalue of our voting stock held by non-affigatas set forth on the cover page of this
Report, we did not consider any of the siblingSadper B. Sanfilippo or Mathias A. Valentine, oy afithe lineal descendants of either Ja
B. Sanfilippo, Mathias A. Valentine or such sibn@ther than those who are executive officersunfoompany or who have formed a group
within the meaning of Section 13(d)(3) of the S&@s Exchange Act of 1934, as amended, with eiflasper B. Sanfilippo or Mathias A.
Valentine) as an affiliate. See “Review of RelaRadty Transactions” and “Security Ownership of GarBeneficial Owners and
Management” contained in our Proxy Statement fera®B08 Annual Meeting and “Executive Officers of Registrant— Relationships
Among Certain Directors and Executive Officers” appng immediately before Part Il of this Report.
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS
The following table summarizes our equity cemgation plans as of June 26, 2008:

Number of securitie

Weighted remaining available fc
Number of average future issuance und
securities tc exercise pric equity compensatio
be issuec of plans (excluding
upon exercis outstanding securities reflected in t
of options options first column)
Equity compensation plans approved by stockhol 470,44 $  11.4¢ 31,00(
Equity compensation plans not approved by stocldre — — —
Total 470,440 $  11.4¢ 31,00(

Item 6 — Selected Financial Data

The following historical consolidated finaraiata as of and for the years ended June 26, 200&, 28, 2007, June 29, 2006,
June 30, 2005 and June 24, 2004 were derived frornansolidated financial statements. The finand#éh should be read in conjunction
with our audited consolidated financial statememis notes thereto, which are included elsewhemimeand with Item 7 — “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations.” The information below i$ necessarily indicative of the results
of future operations. No dividends have been dedlaince 1995.

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

Year Ended
June 28,
June 26, 2007 June 29, June 30, June 24,
2008 (as revised 2006 2005 2004
Net sales $541,77: $540,85¢ $579,56- $581,72¢ $520,81:
Cost of sale: 475,53 499,56¢ 542,44° 503,30( 428,96
Gross profit 66,23: 41,28¢ 37,117 78,42¢ 91,84«
Selling and administrative expens 53,797 55,457 55,09¢ 51,84: 50,78(
Restructuring expensi 1,76t — — — —
Gain related to real estate se — (3,049 (940 — —
Goodwill impairment los: — — 1,24: — —
Income (loss) from operatiol 10,67: (11,12) (18,289 26,581 41,06«
Interest expens (20,507 (9,349 (6,51€) (3,999 (3,439
Debt extinguishment cos (6,737 — — — (972)
Rental and miscellaneous (expense) income (28¢€) (629 (610 1,17¢ 44C
Loss (income) before income ta> (6,859 (21,099 (25,410 23,76¢ 37,09¢
Income tax (benefit) expen (897) (7,520 (8,689 9,26¢ 14,46¢
Net (loss) incom $ (5,95)) $ (13,57) $(16,72)) $ 14,49¢ $ 22,63(
Basic (loss) earnings per common st $ (0.56) $  (1.2¢ $ (1.59 $ 1.37 $ 23t
Diluted (loss) earnings per common sh $ (0.56) $ (1.29 $ (1.59 $ 1.3t $ 2.3:
Balance Sheet Data(dollars in thousands)
June 28,
June 26, 2007 June 29, June 30, June 24,
2008 (as revised) 2006 2005 2004
Working capital $ 42,86 $ 15,46 $ 22,61% $137,76: $122,85:
Total asset 350,78« 367,27: 390,91. 394,47 246,93:
Long-term debt, less current maturiti 52,35¢ 19,78: 5,61¢ 67,00z 12,62(
Total debt 132,55! 148,03: 137,67¢ 144,17: 19,16¢
Stockholder' equity 158,37: 162,99: 180,11( 196,17! 181,36(
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Item 7 — Management’s Discussion and Analysis of Rancial Condition and Results of Operations
Introduction

We are one of the leading processors and market@eanuts, pecans, cashews, walnuts, almondsthedruts in the United States. These
nuts are sold under a variety of private labelsamder theFisher, Flavor Tree, Sunshine CounamgdTexas Pridébrand names. We also
market and distribute, and in most cases manufactuprocess, a diverse product line of food artlsiproducts, including peanut butter,
candy and confections, natural snacks and traiemisunflower seeds, corn snacks, sesame stickstladsesame snack products. We
distribute our products in the consumer, industf@dd service, contract packaging, and exportitistion channels.

We improved operating results for fiscal 2008 whempared to fiscal 2007, although we still recogdia loss before income taxes. Income
from operations was $10.7 million for fiscal 2008mpared to a loss from operations of $11.1 milfimnfiscal 2007. This improvement was
achieved primarily through a 10.9% increase inweighted average selling price due to a combinatigorice increases and a shift in sale
the consumer and food service distribution chaninefa the industrial and export distribution chalsnéncome from operations for fiscal
2008 reflects $1.8 million of restructuring expenselated to the elimination of our store-doorriisttion system, the facility consolidation
project and the discontinuance of low volume praslu®ur loss before income taxes was $6.9 millarfiscal 2008 compared to

$21.1 million for fiscal 2007. Loss before incoraaes for fiscal 2008 reflects $6.7 million of delstinguishment costs related to a
refinancing consummated during the third quarter.

Our net sales increased slightly to $541.8 milfimnfiscal 2008 from $540.9 million for fiscal 200Total pounds of all products shipped to
customers decreased by 9.7% for fiscal 2008 cordparéiscal 2007, primarily as a result of lowedustrial sales due to our discontinuance
of our almond handling operation. Pounds of almonuscadamias, peanuts and walnuts shipped to cestataclined in the yearly
comparison. Total pounds of all products shippedustomers declined in all of our distribution chels, except for the food service
distribution channel. The overall decline in salekime was offset by price increases and a shgalas mix, leading to the slight increase in
net sales dollars.

In addition to the debt extinguishment costs asttueturing expenses, we incurred the followingsuwal or infrequent expenses during fiscal
2008:

. $7.1 million increase in unfavorable labor anficefncy variances over fiscal 2007, which was @ity related to the shut down and
start up costs for production lines that were mdverh the previous Chicago area facilities andahstl in our compang new Elgin
lllinois facility (the “New Site”);

. $2.6 million in estimated redundant manufactuesgenses as production activities occurred aptbeious Chicago area facilities
while the manufacturing spending in the New Sifeected increased production leve

. $2.6 million in external contractor charges tivate related to the acceleration of the equipmentarirom the existing Chicago area
facilities to the New Site; ar

. $0.9 million in consulting fees related to ouofitability enhancement initiative, the implemeidatof a new sales analysis system
and the design and implementation of a new incerdompensation plan, which rewards plan particgpantonnection with year-
ovel-year improvement in our af-tax net operating financial performance in excdssuo annual weighte-average cost of capite

In January 2008, we terminated our store-dooribdigion system as a result of our determination ith&as no longer profitable to ship
products to customers through our store-door 8igtion system. In connection with the discontineaaotthe store-door delivery system, we
terminated nine employees. We have maintained arityapf the $2.5 million in annual sales generatadugh the store-door distribution
system, as business has migrated to our otheibdistm methods.

Pursuant to a separate initiative, in the first months of calendar 2008, we terminated approxiin&@ employees, approximately 5% of
our work force. These terminations were possibke tduthe implementation of strategies, such asatmiading all Chicago area activities at
the New Site and discontinuing 1,200 products. @é@gnized $0.3 million of severance expenses dtisegl 2008 and expect to save
approximately $4.0 million in payroll and relateenefits annually as a result of the work force ceidu.
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On February 7, 2008, we entered into a Credit Apezg with a new bank group (the “Bank Lenders”)viing a $117.5 million revolving
loan commitment and letter of credit subfacilitygt‘New Credit Facility”). Also on February 7, 2008, we entered into a LoareAment witt
an insurance company (the “Mortgage Lender”) priogjdis with two term loans, one in the amount d.83nillion (“Tranche A”) and the
other in the amount of $9.0 million (“Tranche Bfjyr an aggregate amount of $45.0 million (the “Njaige Facility”). The New Credit
Facility and Mortgage Facility replaced our priewvolving credit facility (the “Prior Credit Faciit) and long-term financing facility (the
“Prior Note Agreement”), and were secured, in pargrder to generally obtain more flexible covetsahan those associated with the Prior
Note Agreement and Prior Credit Facility, which were not in full compliance with during the firstrée quarters of fiscal 2008. V
currently expect to be in compliance with all fie&@l covenants under the New Credit Facility andigage Facility for the foreseeable
future. See Item 1A —"Risk Factors.”

The New Credit Facility is secured by substantiallyour assets other than real property and feduirhe Mortgage Facility is secured by
mortgages on essentially all our owned real prgdedated in Elgin, Illinois, Gustine, Californim@ Garysburg, North Carolina (the
“Encumbered Properties”). The encumbered Elgin peaperty includes almost all of an original sitiee(“Original Site”) that was purchased
prior to our purchase of the New Site. At the tweentered into the New Credit Facility and Mortg&acility, we terminated our Prior
Credit Facility and prepaid all amounts due purstathe Prior Note Agreement. As a result of thénancing, we were required to pay a
$1.0 million debt extinguishment charge to the Esdunder the Prior Credit Facility, pay a $5.2ioml debt extinguishment charge to the
noteholders under the Prior Note Agreement ancewafit the $0.5 million in remaining unamortized drade of fees related to the Prior Credit
Facility and Prior Note Agreement. These charge®wecorded in the third quarter of fiscal 2008.

In August 2008, we completed the consolidationwf@hicago-based facilities into the New Site. Astjf the facility consolidation project,
on April 15, 2005, we closed on the $48.0 milliamghase of the New Site. The New Site includes batbffice building and a warehouse.
We leased 41.5% of the office building back togb#er for a three year period ending April 200BeBeller did not exercise its option to
renew its lease and vacated the office buildingokdingly, we are currently attempting to find m@#ment tenant(s) for the space rented by
the seller of the New Site. Until replacement té(grare found, we will not receive the benefirefital income associated with such space.
Approximately 20% of the office building is currénbeing leased to third parties; however, therelbano assurance that we will be able to
lease the unoccupied space and further capitaheifoees may be necessary to lease the remainagescluding the space previously
rented by the seller of the New Site. The 653,3fifase foot warehouse was expanded to slightly 330,000 square feet during fiscal 2
and was modified to serve as our principal proogsand distribution facility and our headquarters.

The facility consolidation project has generatest @avings through the elimination of redundants;agich as interplant freight. However,

we have not yet realized the expected improveniantanufacturing efficiencies. Also, the New Sialesigned to accommodate an increase
in production capacity of 25% to 40% in part beeate New Site provides substantially more squaotafje than the aggregate space
previously available in our Chicago area faciliti€ke facility consolidation project will allow ue pursue certain new business opportunities
that were not previously available to us due td laicproduction capacity. However, the benefitshef facility consolidation project will not

be realized as expected unless our sales volum@uap in the future. Some of the initiatives thatimplemented in fiscal 2008 to improve
our operating performance, such as eliminating petdn of unprofitable products, have decreasedsales volume. The decrease in sales
volume has in the past and may in the future neglgtimpact our ability to benefit from the facylitonsolidation project. If we are unable to
obtain a sufficient level of new profitable salear ability to benefit from the facility consolidah project and our financial performance will
be negatively impacted. See Part I, temARisk Factors”.

The initiatives described above are expected taorgefficiencies and generate cost savings. Howewdle we have realized cost savings
in connection with the New Site through the elintioa of redundant costs, we have yet to receiveelteected improvements in
manufacturing efficiencies. We are actively devéigmlans, especially for our Fisher brand, witl thtention of increasing sales and gross
margin. As a result of these efforts, we securgdiicant new private label business during fis?@08. Other new business opportunities are
being pursued across all of our distribution chésmne

Total inventories were $127.0 million at June 2802, a decrease of $7.1 million, or 5.3%, fromlthkance at June 28, 2007. Pounds of raw
nut input stocks also declined by 6.0%, or 2.9iomllpounds, at June 26, 2008 compared to June0®3, Ihe decline in the quantity of raw
nut input stocks was led by declines in the invaeatoof peanuts, walnuts and cashews which moredffaet an increase in the pounds of
pecans on hand. Primarily because of improved itovgrmanagement, the value of finished goods inuwées decreased by 12.0% at June 26,
2008 compared to June
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28, 2007. Net accounts receivable were $34.4 mikibJune 26, 2008, a decrease of $1.6 milliod,4%o, from the balance at June 28, 2007.
The decrease is due primarily to a $1.7 millionueibn in amounts related to workers’ compensatixocess claim recovery included in
accounts receivable. Accounts receivable allowanegs $2.2 million at June 26, 2008, a decrea$®d ¢ million from the amount at

June 28, 2007. The decrease is due to more effgotacedures in resolving customer deductions.

On March 28, 2006, JBSS Properties, LLC acquirdel i the Original Site by quitclaim deed, and $8&operties LLC entered into an
Assignment and Assumption Agreement (the “Agreeiavith the City of Elgin (the “City”). Under thestms of the Agreement, the City
assigned to us the City’s remaining rights andgattions under a development agreement enterethyndmd among our company, certain
related party partnerships and the City (the “Depeient Agreement”). We entered into a sales comivib a potential buyer of the Original
Site. Although we expect a sale to be consummatéki next twelve months there can be no assurdhatthe Original Site will be sold
during such time frame. The Mortgage Facility iswsed, in part, by the Original Site; however, Whertgage Lender has given its prior
consent to the sale of the Original Site underadeterms and conditions. Specifically, in the ewbat the Original Site is sold prior to
January 1, 2009 pursuant to the sales contracisticatrently pending, we will be required to deptise gross proceeds into an interest-
bearing escrow with the Mortgage Lender. Then,amuary 1, 2009, the Mortgage Lender has the ragbtther (i) apply all or a portion of
such proceeds to prepay the outstanding balan€eaathe B, with the excess, if any, and accruestést going to us or (ii) retain such
proceeds and all accrued interest as collateralifon additional period as it deems prudent. Afsuary 1, 2009 (or prior to January 1, 2009
if pursuant to a different proposal other thangkading contract), we must obtain the consent@Mibrtgage Lender prior to the sale of the
Original Site. A portion of the Original Site coirta an office building (which we began renting darthe third quarter of fiscal 2007) that
may or may not be included in the planned sale.flaened sale meets the criteria of an “Asset Hmi®ale” in accordance with Statement
of Financial Accounting Standards No. 144, “Accangtfor the Impairment or Disposal of Long-Liveds&$s” and is presented as a current
asset in the balance sheet as of June 26, 200&d3ts under the Development Agreement were $dl®mas of June 26, 2008 and June 28,
2007, $5.6 million of which is recorded as “Assefidifor Sale” at June 26, 2008 and June 28, 208¥ $4.2 million of which is recorded as
“Rental Investment Property” as of June 26, 2008 &me 28, 2007. We have reviewed the asset une®@dvelopment Agreement for
realization, and concluded that no adjustment efcirrying value is required.

Our business is seasonal. Demand for peanut amdtteproducts is highest during the last four msmff the calendar year. Pecans and
walnuts, two of our principal raw materials, arenarily purchased between August and February amgcessed throughout the year until
the following harvest. As a result of this seasiiypabur personnel requirements rise during théflaisr months of the calendar year. Our
working capital requirements generally peak duthngythird quarter of our fiscal year.

We face a number of challenges in the future. Sigegtiallenges, among others, include increasingpoofitability, intensified competition,
fluctuating commodity costs and our ability to amhg the anticipated benefits of the facility cordation project. We will focus on seeking
additional profitable business to utilize the amdial production capacity at the New Site. We expebe able to devote more funds to
promote and advertise our Fisher brand in ordattempt to regain market share that has beenrigstent years. In addition, we will
continue to face the ongoing challenges specifimutobusiness such as food safety and regulateugssand the maintenance and growth of
our customer base. See the information referenc@it I, Item 1A — “Risk Factors”.

Results of Operations

The following table sets forth the percentage iahesthip of certain items to net sales for the migimdicated and the percentage increase or
decrease of such items from fiscal 2007 to fis€@&and from fiscal 2006 to fiscal 2007.

Percentage of Net Sale Percentage Increase/Decreas

Fiscal 2007 Fiscal 2008 Fiscal 2007
Fiscal 2008 (as revised) Fiscal 2006 vs. 2007 vs. 2006

Net sales 100.(% 100.(% 100.(% 0.2% (6.7%
Gross profit 12.2 7.€ 6.4 60.4 11.2
Selling expense 6.4 7.2 6.9 (20.5) (2.9
Administrative expense 3.5 3.C 2.€ 14.¢ 8.€
Restructuring expensi 0.3 — — — —
Gain related to real estate se — (0.6) (0.2 — 224.1
Goodwill impairment los: — — 0.2 — —
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Fiscal 2008 Compared to Fiscal 2007
Net Sales.

Net sales increased slightly to $541.8 millionfiecal 2008 from $540.9 million for fiscal 2007, arcrease of $0.9 million, or 0.2%. Sa
volume, measured as pounds shipped, decreased@%yf@: the same time period. Net sales, measurddliars and sales volume, increased
in our food service distribution channel and deseekin our industrial and export distribution chalsnNet sales in our consumer and con
packaging distribution channels increased in delkart decreased in sales volume. The average lestpmiéce per pound increased in all
distribution channels.

Our costs to acquire raw peanuts have increased3@% in fiscal 2008. The cost increases are d@edmmbination of factors, including,

(i) prices to peanut farmers were increased toigeoincentives for growing peanuts, (ii) the fadwf the federal government to extend the
storage and handling subsidy for the last year utieee2002 Farm Bill, and (iii) drought conditioimsthe southeastern United States. Our
peanut sales, including peanut butter, decreasagproximately 12% in terms of pounds shippedsnd 2008 compared to fiscal 2007, but
increased slightly in terms of dollars. While owerall volume was negatively impacted by the insesim peanut prices, sufficient volume
was maintained to improve our profitability.

The supply of cashews, which we procure primaribyf India, Southeast Asia and Brazil, has beenthetjaaffected due to adverse weat
conditions, increased domestic demand in Indiacihdr factors. Accordingly, the low supply, and #ieak United States dollar, has resulted
in significantly higher market prices for casheWwke low supply and high cost of cashews may negigtiaffect our business and results of
operations in fiscal 2009 if we are not able tocpre sufficient quantities of cashews and increafleng prices to our customers. See Part |,
Item 1A0 “Risk Factors”.

In January 2008, we terminated our store-dooribligion system as a result of our determination ithaas no longer profitable to ship
products to customers through our store-door 8igtion system. In connection with the discontineaotthe store-door delivery system, we
terminated nine employees. We have maintained arityapf the $2.5 million in annual sales generatadugh the store-door distribution
system, as business has migrated to our otheibdistm methods.

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

Distribution Channel Fiscal 2008 Fiscal 2007
Consume $294,02: 54.2% $276,89( 51.2%
Industrial 92,79: 17.1 111,99¢ 20.7
Food Service 68,13: 12.€ 61,76 11.4
Contract Packagin 47,44 8.8 45,00: 8.3
Export 39,38¢ 7.3 45,20¢ 8.4
Total $541,77: 100.(% $540,85¢ 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 adjustnseits,as promotional discounts, are not allocabfgaduct type.

Product Type Fiscal 200¢ Fiscal 200°
Peanut: 20.1% 20.(%
Pecan: 22.¢€ 22.2
Cashews & Mixed Nut 20.€ 21.1
Walnuts 14.7 13.7
Almonds 11.¢€ 13.c
Other 9.6 9.€
Total 100.(% 100.(%

Net sales in the consumer distribution channekiased by 6.2% in dollars but decreased 3.4% imwelin fiscal 2008 compared to fisc

2007. The dollar increase is due primarily to pifcereases and changes in sales mix. Private talpslumer sales volume decreased by 1.6%
in fiscal 2008 compared to fiscal 2007 due prinyatdl the loss of a portion of the business at aomajistomer who would not accept price
increases, offset almost entirely by new businesher
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brand sales volume decreased by 13.7% in fisca8 20fhpared to fiscal 2007. The decrease is dueapitymo lower snack nut sales and a
$3.3 million reduction in walnut baking nut salesatmajor customer.

Net sales in the industrial distribution channetréased by 17.1% in dollars and 27.2% in saleswelin fiscal 2008 compared to fiscal 20
The sales volume decrease was 21.0%, excludingpeawut sales to other peanut processors. Otherddor the sales volume decrease
include a decrease in almond sales due to ourmlise@nce of our almond handling operation andaesese in walnut sales due to a decr
in the availability of our supply of walnuts foratindustrial distribution channel.

Net sales in the food service distribution channeleased by 10.3% in dollars and 3.5% in volumfésical 2008 compared to fiscal 20(
Consistent sales volume increases were experiatatmajor customers in the food service distidmchannel.

Net sales in the contract packaging distributioarctel increased by 5.4% in dollars, but decreass¥ h volume in fiscal 2008 compared
fiscal 2007. The increase in net sales dollarsduasprimarily to the introduction of new produats & major customer. The decrease in sales
volume is primarily due to certain sales that ooediduring the first twenty-six weeks of fiscal ZOat were subsequently discontinued.

Net sales in the export distribution channel deseddy 12.9% in dollars and 13.3% in volume indit008 compared to fiscal 2007. 1
decrease is due primarily to volume decreasesiomd and pecan sales. Alimond sales declined dile tdiscontinuance of our almond
handling operation, which generated by-productswioich Europe is the principal market. Pecan siaéle export distribution channel
declined primarily due to decreasing our salesreffas higher profitability was available in ouhet distribution channels.

Gross Profit.

Gross profit for fiscal 2008 increased 60.4% to.g686illion from $41.3 million for fiscal 2007. Gresnargin increased to 12.2% of net sales
for fiscal 2008 from 7.6% for fiscal 2007. The gggwofit improvement was achieved primarily throyagite increases, the elimination of
unprofitable sales and shifts in sales mix. Thesgrofit increase was achieved despite the folgwinusual or infrequent expenses.

. $7.1 million increase in unfavorable labor anficefncy variances over fiscal 2007, which was ity related to the shut down and
start up costs for production lines that were mdverh the previous Chicago area facilities andalest in the New Site

. $2.6 million in estimated redundant manufactuengenses as production activities occurred aptbeious Chicago area facilities
while the manufacturing spending in the New Sifteoted increased production levels; ¢

. $2.6 million in external contractor charges tivate related to the acceleration of the equipmentarirom the existing Chicago area
facilities to the New Site

Operating Expenses .

Selling expenses for fiscal 2008 were $34.9 milliadecrease of $4.1 million, or 10.5%, from fis2@07. The decrease is due primarily to a
$1.7 million reduction in freight expense due torencustomers picking up their orders at our faesita $1.5 million reduction in distribution
expenses related primarily to the relocation of@hicago area distribution center to the New Zit$0.6 million reduction in broker
commissions and a $0.4 million reduction in adsarg and promotion related expenses. Administratikgenses for fiscal 2008 were

$18.9 million, an increase of $2.4 million, or 1% 9from fiscal 2007. This increase is due primatdlya $0.5 million increase in consulting
fees related to our profitability enhancement atitie and the design and implementation of a neeritive compensation plan, a $0.4 million
increase in salaries and a $1.7 million increasedantive compensation related to such incentbrapensation plan. Also included in
operating expenses are restructuring costs of /illi®n for fiscal 2008. These restructuring costssist of $1.2 million related to the
discontinuance of our store-door distribution syst&0.3 million related to one-time severance egpen$0.2 million related to the exit of a
leased facility before termination date at a fagitio longer utilized by us and $0.1 million of ogtng lease termination costs. Also included
in operating expenses for fiscal 2007 is a gaifi30 million related to real estate sales.

Income (Loss) from Operations .
Due to the factors discussed above, the income @qpenations was $10.7 million, or 2.0% of net sdlesfiscal 2008, compared to a loss
from operations of $11.1 million, or (2.1)% of rsatles, for fiscal 2007.
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Interest Expense.

Interest expense increased to $10.5 million farafi£008 from $9.3 million for fiscal 2007. Thisciease primarily resulted from the fact that
we capitalized $0.9 million of interest in fiscdl®¥ related to our facility consolidation projeotecapitalized no interest in fiscal 2008. In
addition, we paid higher interest rates on ourRCiedit Facility and Prior Note Agreement duritgchl 2008 than fiscal 2007.

Debt Extinguishment Cost.

Debt extinguishment costs of $6.7 million were releal for fiscal 2008. As a result of our refinamcoompleted during the third quarter of
fiscal 2008, we were required to pay a $1.0 millitabt extinguishment charge to the lenders undePtior Credit Facility, pay a $5.2 millic
debt extinguishment charge to the noteholders utihd@ePrior Note Agreement and write off the $0.8iam in remaining unamortized balar
of fees related to the Prior Credit Facility anibPNote Agreement

Rental and Miscellaneous (Expense) | ncome, Net.

Net rental and miscellaneous (expense) income was@ense of $0.3 million for fiscal 2008 compat@dn expense of $0.6 million f
fiscal 2007. Rental expense will increase in fi209 if we are not able to secure new tenantth®unoccupied space at the office building
located at the New Site, which is currently 80%argc

Income Tax Benefit .

Income tax benefit was $0.9 million, or 13.1% afddoefore income taxes, for fiscal 2008 comparek¥tb million, or 35.6%, for fiscal 2007.
We have no ability to carry back losses to pricargesince losses were experienced for fiscal 20@fiscal 2007. The tax benefit for fiscal
2008 was limited to the extent that deferred takilities exceeded deferred tax assets. Accordimgiytax benefit may be recognized if a loss
occurs in fiscal 2009. As of June 26, 2008, we tevaluation allowance of approximately $3.9 miilio

Net Loss.

Net loss was $6.0 million, or $0.56 basic and diduper common share, for fiscal 2008, compared 86bmillion, or $1.28 basic and dilut
per common share, for fiscal 2007, due to the faaiscussed above.

Fiscal 2007 Compared to Fiscal 2006

Net Sales.

Net sales decreased to $540.9 million for fisc&l2Bom $579.6 million for fiscal 2006, a decrea$&38.7 million or 6.7%. Unit volume
measured in terms of pounds shipped, decreased%yifh fiscal 2007 compared to fiscal 2006. Howetiscal 2007 sales included a
significant increase in raw peanut sales to otle@anpt processors at nominal margins. Excludingeth@s peanut sales, sales volume would
have decreased 6.0% for fiscal 2007 compared ¢alfZ006.

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

Fiscal 2007

Distribution Channel (as revised) Fiscal 2006
Consume $276,89( 51.2% $292,89( 50.6%
Industrial 111,99¢ 20.7 131,63 22.7
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 $540,85¢ 100.(% $579,56¢ 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.
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Product Type Fiscal 200° Fiscal 200t
Peanut: 20.(% 20.1%
Pecan:s 22.% 21.¢
Cashews & Mixed Nut 21.1 22.4
Walnuts 13.7 11.€
Almonds 13.z 15.4
Other 9.6 8.5
Total 100.(% 100.(%

Net sales in the consumer distribution channelafsed by 5.5% in dollars and 6.5% in volume irnafi@®07 compared to fiscal 2006. T

unit volume sales decrease in the consumer disisibehannel was primarily responsible for the @lledlecrease in unit volume sales. The
decrease in consumer sales volume was due printadibgver sales of private label products due wldss of a significant private label
customer at the end of fiscal 2006. Sales volunmuof-isher brand decreased 3.4% for fiscal 200@pewed to fiscal 2006. Significant
increases in Fisher baking nut sales at a majdomes were more than offset by lost business awéid@romotional activity at other
customers. Private label consumer sales decregse®@% for fiscal 2007 compared to fiscal 2006. Tdss of a significant private label
customer was the primary cause for the declineo,Alsvate label sales suffered due to a low regtadle differential between private label and
major brand products.

Net sales in the industrial distribution channetréased by 14.9% in dollars, but increased 14.48alies 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@sne would have decreased 9.4% for fiscal 200Wpared to fiscal 2006. The decrease in
industrial sales volume for fiscal 2007 (excludiagv peanut sales) was due primarily to industugtemers not using nuts as ingredients in
new products because of the high costs of treefauthe 2005 crop year.

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 volumets 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 almoneplgduct sales as we processed fewer almondscal 2907 than fiscal 2006.

Gross Profit.

Gross profit in fiscal 2007 increased 11.2% to $4tillion from $37.1 million for fiscal 2006. Grogsofit margin increased to 7.6% for fis
2007 from 6.4% for fiscal 2006. The increase insgrmargin was due primarily to the overall loweerage cost of tree nuts and the
significant negative effects of almond sales iodi2006. These factors were partially offset byréases in unfavorable production variances
of approximately $10.3 million. Unfavorable prodoctvariances arose as a result of a 13.0% decheasrinds produced in fiscal 2007
versus fiscal 2006 while spending increased by 45génding increased mainly due to a significamtigo of the New Site being placed into
service while operations continued in the existiifgcago-area production facilities. The temporagundant manufacturing costs of
operating out of four facilities in the Chicago ameere approximately $4.7 million for the last haflfiscal 2007. Also, $4.5 million of costs
were incurred at the New Site during the first ludilfiscal 2007 while production was very limitéthe New Site accounted for 13% of the
production volume that occurred in the Chicago-daedities in fiscal 2007, but accounted for 36%dte production volume in the Chicago-
area facilities for the fourth quarter of fiscaldZ0

Other factors in addition to the unfavorable insgem production variances negatively affected gsfit. Approximately $1.0 million of
moving costs were incurred during the fourth quasfdiscal 2007 to relocate machinery and equipntethe New Site. In addition, Fisher
walnut promaotional activity that began late in fhist quarter of fiscal 2007 that allowed us towwecnew ongoing distribution of Fisher
walnut products at a major customer were at nongnads profit margins.
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Operating Expenses .

Selling and administrative expenses increased 5$billion, or 10.3% of net sales, for fiscal 208Fm $55.1 million, or 9.5% of net sales,
for fiscal 2006. Selling expenses decreased to0®3@lion, or 7.2% of net sales, for fiscal 2008rfr $39.9 million, or 6.8% of net sales, for
fiscal 2006. The decrease is due primarily to 4 $2illion reduction in freight expense due to loviigel surcharges and reduced sales volt
partially offset by $1.4 million of expenses rethte our new distribution facility. Administrativexpenses increased to $16.5 million, or 3.0%
of net sales, for fiscal 2007 from $15.2 milliom,206% of net sales, for fiscal 2006. This increass due primarily to a $0.5 million increase
in consulting fees, a $0.4 million increase in cemgation expense and a $0.3 increase in legalatidexpenses. Also included in operating
expenses for fiscal 2007 and fiscal 2006 are gzii$8.0 million and $0.9 million, respectively, agtd to real estate sales. A goodwill
impairment loss of $1.2 million was recorded fachl 2006, as fair value of our business at Jupn@@%6 was determined to be below net
book value and there was no implied fair value wf goodwill.

Lossfrom Operations.

Due to the factors discussed above, the loss fipenations was $11.1 million, or 2.1% of net salesfiscal 2007, compared to $18.3 millis
or 3.2% of net sales, for fiscal 2006.

Interest Expense.

Interest expense increased to $9.3 million fordig007 from $6.5 million for fiscal 2006. This ease was caused primarily by higher
average levels of borrowings, higher interest ratethe Prior Credit Facility and Prior Note Agremmhand a $0.9 decrease in interest
capitalized in fiscal 2007 compared to fiscal 2006.

Rental and Miscellaneous (Expense) | ncome, Net.
Net rental and miscellaneous (expense) income wasense of $0.6 million for both fiscal 2007 disdal 2006.
Income Tax Benefit .

Income tax benefit was approximately $7.5 million35.6% of loss before income taxes, for fiscddZ@ompared to income tax benefit of
$8.7 million, or 34.2% of loss before income taXes fiscal 2006. The increased income tax bemefi is due primarily to fiscal 2006
containing a goodwill impairment loss of $1.2 nailiiwhich is not deductible for tax purposes.

Net Loss.

Net loss was $13.6 million, or $1.28 basic andtdduper common share, for fiscal 2007, comparekl &7 million, or $1.58 basic and dilut
per common share, for fiscal 2006, due to the faaiescussed above.

Liquidity and Capital Resources
General.

The primary uses of cash are to fund our curreataions, fulfill contractual obligations and regagiebtedness. Also, various uncertainties
could result in additional uses of cash, such aseheferred to under Part I, Item 1A, “Risk Fagtofhe primary sources of cash are results
of operations and availability under the New Créditility. We anticipate that expected net castvifenerated from operations and amounts
available pursuant to the New Credit Facility viadl sufficient to fund our operations for the nextlive months. No assurance can be given,
however, that this will be the case.

Cash flows from operating activities have histdhcheen driven by net income but are also sigaifity influenced by inventory
requirements, which can change based upon fluonsth both quantities and market prices of théousrnuts we sell. Current market trends
in nut prices and crop estimates also impact nutyrement.

Net cash provided by operating activities was $28il6on for fiscal 2008 compared to $22.5 milliéor fiscal 2007. The increase is d
primarily to improved operating results.

We repaid $55.4 million of long-term debt duringcial 2008, $50.6 million of which was the prepayhw#rall amounts outstanding under the
Prior Note Agreement. We received $45.0 milliomirthe issuance of new debt under the Mortgageifacil
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Financing Arrangements.

On February 7, 2008, we entered into a Credit Agexg with a new bank group (the “Bank Lenders”Mulimg a $117.5 million revolving
loan commitment and letter of credit subfacilitygt‘New Credit Facility”). Also on February 7, 2008, we entered into a LoareAment witt
an insurance company (the “Mortgage Lender”) priogjdis with two term loans, one in the amount d.83nillion (“Tranche A”) and the
other in the amount of $9.0 million (“Tranche Bfjyr an aggregate amount of $45.0 million (the “Mjaige Facility”). The New Credit
Facility and Mortgage Facility replaced our prievolving credit facility (the “Prior Credit Faciit) and long-term financing facility (the
“Prior Note Agreement”), and were secured, in pargrder to generally obtain more flexible covetsahan those associated with the Prior
Note Agreement and Prior Credit Facility, which were not in full compliance with during the firstrée quarters of fiscal 2008. V
currently expect to be in compliance with all fic&i covenants under the New Credit Facility andtgage Facility for the foreseeable
future. See Item 1A —"Risk Factors.”

The New Credit Facility is secured by substantiallyour assets other than real property and feduirhe Mortgage Facility is secured by
mortgages on essentially all of our owned real priyplocated in Elgin, lllinois, Gustine, Califoenand Garysburg, North Carolina (the
“Encumbered Properties”). The encumbered Elgin peaperty includes almost all of an original sitiee( “Original Site”) that was purchased
prior to our purchase of the New Site. At the tweentered into the New Credit Facility and Mortg&gcility, we paid all amounts due
under, and terminated the Prior Credit Facility angpaid all amounts due pursuant to the Prior Mgteement

The New Credit Facility matures on February 7, 208t3our election, borrowings under the New Créditility accrue interest at either (i) a
rate determined pursuant to the administrative tgerime rate minus an applicable margin deterighibg reference to the amount of loans
which may be advanced under a borrowing base edionlbased upon accounts receivable, inventorynzexchinery and equipment (the
“Borrowing Base Calculation”), ranging from 0.00%0.50% or (ii) a rate based on the London inteklufered rate (“LIBOR”) plus an
applicable margin based upon the Borrowing BaseuWlation, ranging from 2.00% to 2.50%. The face amt@f undrawn letters of credit
accrues interest at a rate of 1.50% to 2.00%, baged the Borrowing Base Calculation. The portibthe Borrowing Base Calculation bas
upon machinery and equipment will decrease by 8illon per year for the first five years to coidei with amortization of the machinery
and equipment collateral. As of June 26, 2008wtbighted average interest rate for the New Credgliflfy was 5.00%. The terms of the New
Credit Facility contain covenants that requireasaistrict investments, indebtedness, capital edipaes, acquisitions and certain sales of
assets, cash dividends, redemptions of capitak stnd prepayment of indebtedness (if such prepatjraerong other things, is of a
subordinate debt). If loan availability under ther®wing Base Calculation falls below $15.0 milljame will be required to maintain a
specified fixed charge coverage ratio, tested omoathly basis. All cash received from customenrgdgired to be applied against the New
Credit Facility. The New Credit Facility does notiude, among other things, a working capital, HBAT net worth, excess availability,
leverage or debt service coverage financial coveffdre Bank Lenders are entitled to require immediapayment of our obligations under
the New Credit Facility in the event of defaultthe payments required under the New Credit Faciibgn-compliance with the financial
covenants or upon the occurrence of certain otefaudts by us under the New Credit Facility (inéghgla default under the Mortgage
Facility). As of June 26, 2008, we were in comptianvith all covenants under the New Credit Facdity we currently expect to be in
compliance with the financial covenant in the Nekedit Facility for the foreseeable future. See Iten—"Risk Factors.” As of June 26,
2008, we had $36.5 million of available credit untiee New Credit Facility.

Following the replacement of the Prior Note Agreatrend Prior Credit Facility in the third quartdrfigcal 2008, letters of credit attributable
to obligations totaling $10.2 million were stillldéby a lender under the Prior Credit Facility. #sesult, we were required to deposit

$10.2 million in cash with such lender as collatésathe letters of credit. During the fourth gtearof fiscal 2008, these letters of credit were
transferred to the New Credit Facility, and the 21@illion in cash collateral was returned to ud ased to pay down the New Credit Faci

The Mortgage Facility matures on March 1, 2023n€he A under the Mortgage Facility accrues inteaést fixed interest rate of 7.63% per
annum, payable monthly. Such interest rate magbety the Mortgage Lender on March 1, 2018 (Trariche A Reset Date”). Monthly
principal payments in the amount of $200 commemredune 1, 2008. Tranche B under the Mortgageifeadcrues interest at a floating
rate of one month LIBOR plus 5.50% per annum, plyatonthly. The margin on such floating rate maydmet by the Mortgage Lender on
March 1, 2010 and every two years thereafter (emthranche B Reset Date’rovided, however, that the Mortgage Lender may aelang:
the underlying index on each Tranche B Reset Detarang on and after March 1, 2016. Monthly prpatipayments in the amount of $50
commenced on June 1, 2008.
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On the Tranche A Reset Date and each Tranche B Rase, the Mortgage Lender may reset the inteedss for each of Tranche A and
Tranche B, respectively, in its sole and absoligerdtion. With respect to Tranche A, if we do aotept the reset rate, Tranche A will
become due and payable on the Tranche A Reset Witheut prepayment penalty. With respect to TranBhif we do not accept the reset
rate, Tranche B will be due and payable on the dirarB Reset Date, without prepayment penalty. Tbanebe no assurances that the reset
interest rates for each of Tranche A and TrancheéllBbe acceptable to us. If the reset interest fat either Tranche A or Tranche B is
unacceptable to us and we (i) do not have suffidiemds to repay amounts due with respect to Traclor Tranche B, as applicable, on the
Tranche A Reset Date or Tranche B Reset Rate,@igaple, or (ii) are unable to refinance amounts dith respect to Tranche A or Trant
B, as applicable, on the Tranche A Reset Date andire B Reset Rate, as applicable, on terms meoeafale than the reset interest rates,
then such reset interest rates could have a miadeivarse effect on our financial condition, reswit operations and financial results.

The terms of the Mortgage Facility contain covendhat require us to maintain a specified net wofth110.0 million and maintain the
Encumbered Properties. The Mortgage Facility isisst, in part, by the Original Site; however, thertdage Lender has given its prior
consent to the sale of the Original Site underadeterms and conditions. Specifically, in the evbat the Original Site is sold prior to
January 1, 2009 pursuant to a sales contractshtatriently pending, we will be required to deptisit gross proceeds into an interest-bearing
escrow with the Mortgage Lender. Then, on JanuaB0@9, the Mortgage Lender has the right to eihexpply all or a portion of such
proceeds to prepay the outstanding balance of fieaB¢ with the excess, if any, and accrued integestg to us or (ii) retain such proceeds
and all accrued interest as collateral for suchtiadel period as it deems prudent. All amountsstariding are recorded as current liabilities
as of June 26, 2008. After January 1, 2009 (orpadanuary 1, 2009 if pursuant to a differenfposal other than the pending contract), we
must obtain the consent of the Mortgage Lender poidthe sale of the Original Site. The Mortgageiltg does not include, among other
things, a working capital, EBITDA, excess availapijlfixed charge coverage, capital expendituregtage or debt service coverage financial
covenant. The Mortgage Lender is entitled to reginrmediate repayment of our obligations undeMoetgage Facility in the event we
default in the payments required under the Mortdaayglity, non-compliance with the covenants ormttee occurrence of certain other
defaults by us under the Mortgage Facility. Asurie) 26, 2008, we were in compliance with all covesander the Mortgage Facility. Since
we currently believe that we will be in compliangith the financial covenant in the Mortgage Fagifitr the foreseeable future, $33.4 mill
has been classified as long-term debt as of Jun2@®B. See Item 1A —‘Risk Factord his amount represents scheduled principal payn
due under Tranche A beyond twelve months of Jun@Q@@s.

As of June 26, 2008, we had $5.1 million in aggtegmincipal amount of industrial development bo(it3B Bonds”) outstanding, which
was originally used to finance the acquisition,stainction and equipping of our Bainbridge, Geoffgility. The bonds bear interest payable
semiannually at 4.55% (which was reset on Jun®d6Pthrough May 2011. On June 1, 2011, and on salbkequent interest reset date for
the bonds, we are required to redeem the bondgatMalue plus any accrued and unpaid interestssir@d bondholder elects to retain his or
her bonds. Any bonds redeemed by us at the denfamtlandholder on the reset date are required temarketed by the underwriter of the
bonds on a “best efforts” basis. Funds for the mgat®n of bonds on the demand of any bondholderegeired to be obtained from the
following sources in the following order of prigrit(i) funds supplied by us for redemption; (iippeeds from the remarketing of the bonds;
(iii) proceeds from a drawing under the IDB LetéCredit held by the lenders of the New Creditiltgqthe “IDB Letter of Credit”); or

(iv) in the event funds from the foregoing souraes insufficient, a mandatory payment by us. Drawinnder the IDB Letter of Credit to
redeem bonds on the demand of any bondholder gebleain full by us upon demand by the lenders utlike New Credit Facility. In
addition, we are required to redeem the bondsiiging annual installments, ranging from $0.4 millim fiscal 2009 to $0.8 million in fiscal
2017. We are also required to redeem the bondartain other circumstances; for example, within #89s after any determination that
interest on the bonds is taxable. We have the opsiobject to certain conditions, to redeem thedbat face value plus accrued interest, if
any.

In September 2006, we sold our Selma, Texas pliepdd two related party partnerships for $14.3iomland are leasing them back. The
selling price was determined by an independentapgrto be the fair market value which also apipnated our carrying value. The lease for
the Selma, Texas properties has a ten-year teanfiaiit market value rent with three five-year reataptions. Also, we have an option to
purchase the properties from the partnerships fifeyears at 95% (100% in certain circumstanoéshe then fair market value, but not to
be less than the $14.3 million purchase price.flrf@ncing obligation is being accounted similadythe accounting for a capital lease,
whereby $14.3 million was recorded as a debt obitigaas the provisions of the arrangement areehigible for sale-leaseback accounting.
No gain or loss was recorded on the transactioas@lpartnerships were previously consolidated @abla interest entities. Based
reconsideration events in the third quarter of 2808 in the first quarter of fiscal 2007, we
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determined the partnerships were no longer subjeminsolidation as variable interest entities. Sehpartnerships are no longer considered
variable interest entities subject to consolidatisrthe partnerships had substantive equity agtighe time of entering into the Selma, Texas
sale-leaseback transaction. As of June 26, 20@9%$tillion of the debt obligation was outstanding.

Capital Expenditures.

We spent $11.6 million of capital expendituresigtél 2008 compared to $36.4 million in fiscal 200Fe decrease is due primarily to a
decrease in capital expenditures related to tharesipn and modification to the New Site. The majasf new equipment at the New Site v
purchased in fiscal 2007. Total capital expendgdog fiscal 2009 are estimated to be $7 million.

Capital Resources.

As of June 26, 2008, we had $36.5 million of ayadacredit under the New Credit Facility. We expiecteceive gross proceeds in excess of
$5.6 million for the asset held for sale during tiet twelve months pursuant to a sales contrattishcurrently pending with respect to the
Original Site. The Mortgage Facility is securedpart, by the Original Site; however, the Mortgagader has given its prior consent to the
sale of the Original Site under certain terms ambltions. Specifically, in the event that the @raj Site is sold prior to January 1, 2009
pursuant to a sales contract that is currently ipgndve will be required to deposit such proceexds an interest-bearing escrow with the
Mortgage Lender. Then, on January 1, 2009, the dage Lender has the right to either (i) apply ath @ortion of such proceeds to prepay
outstanding balance of Tranche B, with the exdéssy, and accrued interest going to us or (ifaire such proceeds and all accrued interest
as collateral for such additional period as it de@mudent. Scheduled long-term debt payments, diroduinterest for fiscal 2009 are

$16.3 million. After January 1, 2009 (or prior #ndlary 1, 2009 if pursuant to a different propasghér than the pending contract), we must
obtain the consent of the Mortgage Lender prightosale of the Original Site. Scheduled operdtgage payments for fiscal 2009 are

$1.4 million.

Contractual Cash Obligations

At June 26, 2008, we had the following contracti#zdh obligations for long-term debt (including stled interest payments), capital leases,
operating leases, the revolving credit facility gnochase obligations (amounts in thousands):

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

Long-term debt $101,36° $ 16,33¢ $17,26: $11,40( $ 56,36
Capital lease obligatior 95¢€ 325 58t 48 —
Minimum operating lease commitmel 3,39¢ 1,391 1,51¢ 49C —
Revolving credit facility borrowing 67,94¢ — — 67,94¢ —
Purchase obligatior 103,43 103,43 — — —
Total contractual cash obligatio $277,10° $ 121,48t $19,36¢ $79,88t¢ $ 56,36

Amounts outstanding under our New Credit Facilithjle classified as current liabilities, are inohablin the 3 — 5 years column based upon
the term of the New Credit Facility. The purchabégations include $103,437 of inventory purchageiditionally, we have $9,043 of
projected retirement obligations recorded on oleifize sheet as of June 26, 2008. See Note 11 Mdtes to Consolidated Financial
Statements for further details. Also, as a licerideiled States Department of Agriculture Nut WargdeOperator, we are responsible for
delivering the loan value of the peanut inventaorpiur possession as represented on the warehagsptm® the holder of the warehouse
receipt on demand. We are responsible for anymieahi the value of the peanut inventory due toidech quality or shrinkage. Based on
current expectations and historical experiencegmounts related to a potential decline in the vafugeanut inventory are included in the
schedule above.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordaitbeaccounting principles generally acceptedhia tnited States of America. The
accounting policies as disclosed in the Notes tosBhidated Financial Statements are applied irpteparation of our financial statements
accounting for the underlying transactions andrxada. The policies discussed below are considegredibmanagement to be critical for an
understanding of our financial statements becéesapplication of these policies places the mggtiitant demands on management’s
judgment, with financia
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reporting results relying on estimation regarding ¢ffect of matters that are inherently uncertapecific risks, if applicable, for these criti
accounting policies are described in the followjragagraphs. For a detailed discussion on the ajolicof these and other accounting
policies, see Note 1 of the Notes to Consolidaiedricial Statements.

Preparation of this Annual Report on Form 10-K ieggius to make estimates and assumptions that #fike reported amounts of assets and
liabilities, disclosures of contingent assets aaldilities at the date of our financial statemeatsd the reported amounts of revenue and
expenses during the reporting period. Actual resulay differ from those estimates.

Revenue Recognition.

We recognize revenue when persuasive evidence afrangement exists, title has transferred (baped terms of shipment), price is fixed,
delivery occurs and collection is reasonably agskuiée sell our products under some arrangemenishwhelude customer contracts which
fix the sales price for periods typically of updne year for some industrial customers and thra@pgieific programs consisting of promotion
allowances, volume and customer rebates and magkatiowances, among others, to consumer and feivice customers. Reserves for
these programs are established based upon the ééspscific arrangements. Revenues are recordeaf nebates and promotion and
marketing allowances. Revenues are also recordeaf sastomer deductions which are provided forebasn past experiences. Our net
accounts receivable includes an allowance for custaleductions. While customers do have the righ¢turn products, past experience has
demonstrated that product returns have been irfigigni. Provisions for returns are reflected asduction in net sales and are estimated
based upon customer specific circumstances.

I nventories.

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 pecans, peanuts, walnuts,
almonds and other nuts may affect the value ofritony and gross profit and gross profit margin. Wieapected market sales prices move
below costs, we record adjustments to write dovenclirrying values of inventories to lower of costriarket. The results of our shelling
process can also result in changes to our invemists, for example based upon actual versus eeghecdp yields. We maintain significant
inventories of bulk-stored inshell pecans, peaantswalnuts. Quantities of inshell bulk-stored rares determined based on our inventory
systems and are subject to quarterly physicaligatibn techniques including observation, weighamgl other methods. The quantities of €
crop year bulk-stored nut inventories are genewdiglled out over a ten to fifteen month periodyhich time revisions to any estimates are
also recorded.

I mpairment of Long-Lived Assets.

We review long-lived assets to assess recovenahitim projected undiscounted cash flows (whicto @snsiders the underlying fair value of
the properties) whenever events or changes in faxtircumstances indicate that the carrying vafibe assets may not be recoverable. An
impairment loss is recognized in operating resuhien future undiscounted cash flows are less thams$setstarrying value. The impairme
loss would adjust the carrying value to the asdaisvalue. We did not record any impairment clesrduring fiscal 2008.

I ntroductory Funds.

The ability to sell to certain retail customerseofrequires upfront payments to be made by us. fagiments are frequently made pursuant to
contracts that stipulate the term of the agreentkatquantity and type of products to be sold andexclusivity requirements. If appropriate,
the cost of these payments is recorded as anas$és amortized as a reduction to net sales treeterm of the contract. All contracts that
capitalized include refundability provisions. Weperse payments if no written arrangement exists.

Related Party Transactions.

As discussed in Notes 1, 5 and 12 of the NotesotwsGlidated Financial Statements, we lease spanerilated parties and transact with
other related parties in the normal course of lssinWe believe that these related party transectice conducted on terms that are
competitive with other non-related entities attinge the transactions are entered into.
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Income Taxes.

We account for income taxes using an asset aniitijadpproach that requires the recognition ofetefd tax assets and liabilities for the
expected future tax consequences of events thatlen reported in our financial statements orgaxns. Such items give rise to
differences in the financial reporting and tax basiassets and liabilities. A valuation allowarseescorded to reduce the carrying amount of
deferred tax assets if it is more likely than ritttall or a portion of the asset will not be readi. Any investment tax credits are accounted for
by using the flonthrough method, whereby the credits are reflecsactductions of tax expense in the year they aregrézed in the financi
statements. In estimating future tax consequeneoesonsider all expected future events other ti@amges in tax law or rates.

We adopted the provisions of FASB Interpretation A& Accounting for Uncertainty in Income TaxeBI{ 48”), on June 29, 2007. There
were no material effects associated with the implatation of FIN 48. As of June 29, 2007, unrecoeghitax benefits and accrued interest
penalties were not material. We recognize inteaadtpenalties accrued related to unrecognizeddagflis in the income tax
(benefit)/expense caption in the statement of djzers.

As of June 26, 2008, we have $2.5 million of statd $3.3 million of federal net operating loss glmwards for income tax purposes. All of
the state net operating loss (“NOL") carryforwaethtes to losses generated during the years ended26, 2008, June 28, 2007 and June 29,
2006. The federal NOL carryforward relates to Issgenerated during the year ended June 26, 20@8stéte losses generally have a
carryforward period of between 10 and 12 yearsreedapiration. The federal NOL carryforward relai@$osses generated during the year
ended June 26, 2008. The federal losses geneeally & carryforward period of 20 years before exjpina Due to our cumulative losses for
the last three fiscal years, we have provided vainallowances of $1.6 million and $2.3 milliorrfiederal and state, respectively, related to
the realization of such operating loss carryforwsaalthe extent our deferred tax assets exceedafarred tax liabilities. We believe it is
currently more likely than not that we will be uteko utilize NOLs and as a result we have recoalédl valuation allowance as of June 26,
2008. We will consider the need for, and the amadinthe valuation allowance in the future as actyerating results are achieved.

We evaluate the realization of deferred tax adsgetonsidering our historical taxable income artdriei taxable income based upon the
reversal of deferred tax liabilities. At June 2608, other than net operating loss carryforwardshelieve that our deferred tax assets are
fully realizable to the extent there are deferiedliabilities that are expected to reverse oveindlar time frame.

If recurring losses are experienced in fiscal 2@88n 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 September 2006, the FASB issued SFAS No. 1540y Walue Measurements” (“SFAS 157”). SFAS 157 dedi fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements. SFAS 1&ffestive for fiscal years beginning
after November 15, 2007; however, application cASHE57 for nonfinancial assets and nonfinancidlilites is not required until fiscal yee
beginning after November 15, 2008. We are curreadBessing the impact of SFAS 157 on our conselidi@tancial position, results of
operations 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 106mijloyers 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. We areantty evaluating the provisions of EITF 06-04 om oansolidated financial position, results
of operations and cash flows.

In December 2007, the FASB issued SFAS No. 14T@jsiness Combinations” (“SFAS No. 141(R)"), andAS-No. 160, “Noncontrolling
Interests in Consolidated Financial Statementsraendment of ARB No. 51" (“SFAS No. 160”). Thesevrsetandards will significantly
change the accounting and reporting for busineswawtion transactions and noncontrolling (mingrityterests in consolidated financial
statements. SFAS No. 141(R) and SFAS No. 160 gugre to be adopted simultaneously and are effedtir fiscal years beginning after
December 15, 2008. Earlier adoption is prohibiw. are currently evaluating the impact of adop®#AS No. 141(R) and SFAS No. 160
our consolidated financial statements.
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In March 2008, the FASB issued SFAS No. 161, “Disales about Derivative Instruments and Hedgingviliets, an amendment of FASB
Statement No. 133.” SFAS No. 161 requires enhadisdosures about an entity’s derivative and heglgictivities. These enhanced
disclosures will discuss (i) how and why an entitgs derivative instruments, (i) how derivativetinments and related hedged items are
accounted for under Statement 133 and its relatedpretations, and (iii) how derivative instrumeeand related hedged items affect an
entity’s financial position, financial performan@nd cash flows. SFAS No. 161 is effective for ficial statements issued for fiscal years and
interim periods beginning after November 15, 200@. are currently assessing the impact of SFAS 16duo consolidated financial position,
results of operations and cash flows.

Forward Looking Statements

The statements contained in this Annual ReportamFL0-K, and in the Chief Executive Officer’'s &tto stockholders accompanying the
Annual Report on Form 10-K delivered to stockhodgéinat are not historical (including statementscesning our expectations regarding
market risk) are “forward looking statements”. Taésrward looking statements, which generally atitowed (and therefore identified) by a
cross reference to Part |, Item $A“Risk Factors” or are identified by the use of famd looking words and phrases such as “intends”,
“may”, “believes” and “expects”, represent our mnaisexpectations or beliefs concerning future esseMe undertake no obligation to update
publicly or otherwise revise any forward-lookingtements, whether as a result of new informatiaturé events or other factors that affect
the subject of these statements, except where ssipneequired to do so by law. We caution that sstekements are qualified by important
factors, including the factors described under Pdrém 1A— “Risk Factors”that could cause actual results to differ matgrifbm those il
the forward looking statements, as well as thertipand occurrence (or nonoccurrence) of transactod events that may be subject to
circumstances beyond our control. Consequentlylteactually achieved may differ materially frohetexpected results included in these
statements.

ltem 7A — Quantitative and Qualitative DisclosuresAbout Market Risk

We are exposed to the impact of changes in inteséss and to commaodity prices of raw material pases. We have not entered into any
arrangements to hedge against changes in marketsttrates, commodity prices or foreign currethggtfiations.

We are unable to engage in hedging activity relsaezbmmodity prices, since there are no estaldisbeeires markets for nuts.
Approximately 24% of nut purchases for fiscal 2088e 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.

We are exposed to interest rate risk on the NewliCFacility; our only variable rate credit facjlibecause we have not entered into any
hedging instruments which fix the floating ratehypothetical 10% adverse change in weighted-avardageest rates would have had a
$0.5 million impact on our net income and cash #dwm operating activities for fiscal 2008. In &utth, the interest rate on our Mortgage
Facility resets in the future.
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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 statemfeopei@tions, stockholders’ equity, and
cash flows present fairly, in all material respetite financial position of John B. Sanfilippo &rgdnc. and its subsidiaries (the “Company”)
at June 26, 2008 and June 28, 2007, and the re$ultsir operations and their cash flows for eatthe three years in the period ended
June 26, 2008 in conformity with accounting prifegogenerally accepted in the United States of AsaeAlso in our opinion, the Company
maintained, in all material respects, effectiveiintl control over financial reporting as of Jude 2008, based on criteria established in
Internal Control— Integrated Frameworissued by the Committee of Sponsoring Organizatidrise Treadway Commission (COSO). The
Company’s management is responsible for these dinbstatements, for maintaining effective interoahtrol over financial reporting and for
its assessment of the effectiveness of internarabaver financial reporting included in the Mamesagent’s Report on Internal Control over
Financial Reporting appearing under Item 9A. Ogpamsibility is to express opinions on these finangtatements and on the Company’s
internal control over financial reporting basedoam integrated audits. We conducted our audits@oadance with the standards of the Public
Company Accounting Oversight Board (United Statéhpse standards require that we plan and perfoenatidits to obtain reasonable
assurance about whether the financial statemeatse® of material misstatement and whether effedtiternal control over financial
reporting was maintained in all material respe@is: audits of the financial statements included@réng, on a test basis, evidence
supporting the amounts and disclosures in the &ilahstatements, assessing the accounting prirsciled and significant estimates made by
management, and evaluating the overall financééstent presentation. Our audit of internal cordxa@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.

As discussed in Note 11 to the consolidated fireratatements, the Company changed the manneriaghey account for the pension
benefit obligation funded status, effective aswfe)28, 2007. Also, as discussed in Note 6 to ¢hsalidated financial statements, the
Company changed the manner in which they accounirfoertain tax positions as of June 29, 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 fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdegtessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(ibiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thenfiizd 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 atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
August 27, 2008
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JOHN B. SANFILIPPO & SON, INC.
CONSOLIDATED BALANCE SHEETS
June 26, 2008 and June 28, 2007
(dollars in thousands, except per share amolints

ASSETS
CURRENT ASSETS
Cash
Accounts receivable, less allowances of $2,217&h#59, 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 deirec of $2,660 and $1,761, respectiv
TOTAL PROPERTY, PLANT AND EQUIPMENT
Cash surrender value of offic’ life insurance and other ass
Brand name, less accumulated amortization of $62826%$6,498, respective
TOTAL ASSETS

June 28,

June 26, 2007
2008 (as revised
$ 71¢€ $ 2,35¢
34,42¢ 36,02
127,03: 134,15¢
222 6,712
2,59t 2,14(
1,592 1,15(C
5,56¢ 5,56¢
172,15( 188,11:
9,46: 9,46:
99,88: 97,11
147,63: 140,73(
6,241 6,191
724 2,88(
1,411 4,48
265,35¢ 260,86:¢
123,62¢ 117,63¢
141,73¢ 143,22!
27,47 28,37(
169,20 171,59!
8,43% 6,141
99t 1,422
$350,78¢ $367,27:

The accompanying notes are an integral part ofélmmsolidated financial statements.
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JOHN B. SANFILIPPO & SON, INC.
CONSOLIDATED BALANCE SHEETS
June 26, 2008 and June 28, 2007
(dollars in thousands, except per share amolints

June 28,
June 26, 2007
2008 (as revised
LIABILITIES & STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Revolving credit facility borrowing $ 67,94¢ $ 73,28:
Current maturities of lor-term debt, including related party debt of $216 $R€0, respectivel 12,25! 54,97(
Accounts payable, including related party payabfeb449 and $361, respective 25,35¢ 21,26¢
Book overdrafi 4,29¢ 5,01t
Accrued payroll and related benel 7,74C 6,01¢
Accrued worker' compensatiol 4,83¢ 6,68¢
Accrued restructurin 1,287 —
Other accrued expens 5,57( 5,41¢
TOTAL CURRENT LIABILITIES 129,28’ 172,65:.
LONG-TERM LIABILITIES:
Long-term debt, less current maturities, including edaparty debt of $13,644 and $13,860, respecti 52,35¢ 19,78:
Retirement plai 8,17¢ 9,06(
Deferred income taxe 2,59t 2,60¢
Other — 17¢
TOTAL LONG-TERM LIABILITIES 63,12¢ 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 26
Common Stock, noncumulative voting rights of onéever share, $.01 par value; 17,000,000 shares
authorized, 8,134,599 and 8,123,349 shares issueedwtstanding, respective 81 81
Capital in excess of par vall 100,81( 100,33!
Retained earning 61,85: 67,81(
Accumulated other comprehensive i (3,199 (4,057)
Treasury stock, at cost; 117,900 shares of Comnaek: (1,209 (1,209
TOTAL STOCKHOLDER? EQUITY 158,37: 162,99:
TOTAL LIABILITIES & STOCKHOLDERS' EQUITY $350,78: $367,27:

The accompanying notes are an integral part ofélmmsolidated financial statements.
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JOHN B. SANFILIPPO & SON, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
For the years ended June 26, 2008, June 28, 2@Juae 29, 2006
(dollars in thousands, except for earnings per share

Net sales
Cost of sale:
Gross profit
Operating expense
Selling expense
Administrative expense
Restructuring expensi
Gain related to real estate se
Goodwill impairment los:
Total operating expens
Income (loss) from operatiol
Other income (expense
Interest expense ($1,109, $894 and $583 to refmtdiks, respectively
Debt extinguishment cos
Rental and miscellaneous (expense) income
Total other expense, n

Loss before income taxi
Income tax benef

Net loss
Loss per common share (basic and dilut

Weighted basic and diluted average shares outstgr

Year Ended

Year Ended June 28, 2007 Year Ended
June 26, 200¢ (as revised) June 29, 200¢
$ 541,77: $ 540,85¢ $ 579,56:
475,53¢ 499,56¢ 542 44°
66,23 41,28¢ 37,11,
34,89¢ 39,00: 39,94
18,89¢ 16,45¢ 15,152
1,76t — —
— (3,047) (940)
— — 1,24z
55,56 52,41( 55,40!
10,67: (11,129 (18,289
(10,507) (9,347 (6,516
(6,737 — —
(286) (629) (610)
(17,525 (9,976 (7,126
(6,859 (21,097 (25,410
(897) (7,520) (8,689
$ (595) $ (1357) $ (16,72)
$ (0.5 $ (1.2 $ (1.5€)
10,610,27 10,595,99 10,584,76

The accompanying notes are an integral part ofélmmsolidated financial statements.
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Balance, June 30, 20(

Net loss ant

comprehensive los
Stock option exercise
Tax benefit of stock

option exercise
Stock-based

compensation exper
Balance, June 29, 20t

Net loss anc

comprehensive loss

(as revised

Stock option exercise
Tax benefit of stock

option exercise
Stock-based

compensation exper

SFAS No. 158

adjustment, net of
income tax of $2,18

Balance, June 28, 2007

(as revised
Net loss
Pension liability

amortization, net of
income tax benefit of

$209
Pension liability

adjustment, net of
income tax benefit o

$255

Comprehensive los

Stock option exercise
Tax benefit of stock

option exercise
Stock-based

compensation exper
Balance, June 26, 20(

JOHN B. SANFILIPPO & SON, INC.

( dollars in thousand$¥

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the years ended June 26, 2008, June 28, 2@Juae 29, 2006

Accumulated

Class A Common Common Stock Capital in Other
Excess of Retained Comprehensive Treasury

Amount Shares Amount Par Value Earnings Loss Stock Total
$26 8,100,34! $81 $ 99,16¢ $98,10¢ $ — $(1,209) $196,17!
(16,72)) (16,72))
11,75( 71 71
39 39
54¢€ 54¢€
$26 8,112,09! $81 $99,82( $ 81,381 $ — $(1,204)  $180,11(
(13,57 (13,577
11,25( 80 80
24 24
411 411
(4,05%) (4,057
$26  8,123,34'  $81 $100,33! $67,81( $(4,057) $(1,20¢)  $162,99:
(5,957 (5,957)
38¢ 38¢
474 474
(5,099
11,25( 72 72
6 6
397 397
$26  8,134,59'  $81 $100,81( $ 61,85: $(3,199) $(1,204)  $158,37:
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JOHN B. SANFILIPPO & SON, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended June 26, 2008, June 28, 2@Juae 29, 2006

Cash flows from operating activities:
Net loss
Depreciation and amortizatic
Goodwill impairment los:
Gain on disposition of propertit
Deferred income tax bene
Stocl-based compensation expel
Change in current assets and current liabili
Accounts receivable, n
Inventories
Prepaid expenses and other current a:
Accounts payabl
Accrued expense
Income taxes receivable/payal
Other operating asse
Net cash provided by operating activit
Cash flows from investing activities:
Purchases of property, plant and equipn
Development agreement co
Proceeds from disposition of ass
Cash surrender value of offic’ life insurance
Net cash used in investing activit|
Cash flows from financing activities:
Borrowings under revolving credit facilitit
Repayments of revolving credit borrowin
Initial borrowing under new revolving credit fatyli

( dollars in thousand$

Payment of amounts outstanding under prior revgleiredit facility

Issuance of lor-term debr
Debt issuance cos
Principal payments on lo-term debt
Financing obligation with related parti
(Decrease)/increase in book overd
Issuance of Common Stock under option pl
Minority interest distributior
Tax benefit of stock option exercis
Net cash (used in) provided by financing activi
Net (decrease) increase in cash
Cash:
Beginning of perioc
End of perioc

Supplemental disclosures of cash flow information
Interest paid, net of interest capitaliz

Income taxes paid, excluding refunds of $6,675646,and $2,193, respective

Capital lease obligations incurr

Year Ended

Year Ended June 28, 200 Year Ended
June 26, 200 (as revised) June 29, 200
$ (595) $ (1357) $ (16,72)
15,74: 13,58¢ 10,00(

— — 1,24
(8) (3,162) (799)
(46€) (750) (2,000)

397 411 54¢

1,60( (54%) 3,521
7,127 30,231 53,23
(442) 1,09¢ (58E)
4,091 (2,779 (5,870
1,31¢ (144) 3,61z
6,49( (285) (7,227)
(270) (1,615 1,99:
29,617 22,47¢ 40,95!
(11,569 (36,360 (44,764
— — (@)

11z 17,86 3,77¢
(205) (28<) (287)
(11,662 (18,782 (41,287
70,85¢ 138,49: 147,00¢
(92,940 (129,55) (149,229
82,03: — —
(65,287 - -
45,00( — —
(3,279 — —
(55,357 (14,079 (5,964

— 14,30( —

(717) (9,286) 11,25¢

72 80 71
— (3,545 (2,509

6 24 39

(19,59¢) (3,565) 677
(1,649 127 347
2,35¢ 2,232 1,88t

$ 71€ $ 2,35¢ $ 2,232
$ 10,45¢ $ 8,71z $ 6,217
107 1332 2,68¢

207 1,11 132

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 — SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation and Consolidation

Our consolidated financial statements include ttemants of John B. Sanfilippo & Son, Inc., andatsolly-owned subsidiary, JBSS
Properties, LLC. As is discussed in Note 17, radfalt fiscal 2007 were revised, resulting in a $89ease in retained earnings at the end of
fiscal 2007. Our fiscal year ends on the last Taiaysof June each year, and typically consistsfiy-fivo weeks (four thirteen week quarters).
The accompanying consolidated financial statemamdisrelated footnotes are presented in accordaitkeecounting principles generally
accepted in the United States of America (“GAAP”).

Management Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities andalisce of contingent assets and liabilities atdat of the financial statements and the
reported amounts of revenues and expenses duengplorting period. Significant estimates includgerves for customer deductions,
allowances for doubtful accounts, the quantity ealdation of bulk inventories, accruals for workemsmpensation claims, income tax
accruals and various other accrual accounts. Actisallts could differ from those estimates.

Accounts Receivable

Accounts receivable are stated at the amounts etldcgcustomers, less: (i) allowances for doutatbdounts, and (i) 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 we feel it is probable the recdievabll not be recovered. The reserve for
estimated cash discounts is based on actual pagnir reserve for customer deductions represatsrk customer short payments and an
estimate of future credit memos that will be issteedustomers related to rebates and allowancasdoketing and promotions based on
historical experience. Included in accounts reddivas of June 26, 2008 and June 28, 2007 arearD$2,730, respectively, relating to
workers’ compensation excess claim recovery.

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 pecans, peanuts, walnuts,
almonds, cashews and other nuts may affect thedlinventory, gross profit and gross profit margiVhen expected market sales prices
move below costs, we record adjustments to writendiine carrying values of inventories to lower oftor market. The results of our
shelling process can also result in changes tatove costs, such as adjustments made pursuantual ¥ersus expected crop yields. We
maintain significant inventories of bulk-storedhed pecans, peanuts and walnuts. Quantities dkilhbulk-stored nuts are determined based
on our inventory systems and are subject to quanpdrysical verification techniques including obsaion, weighing and other methods. The
guantities of each crop year bulk-stored nut inogas are generally shelled out over a ten todiftenonth period, at which time revisions to
any estimates are also recorded.

We store a large amount of peanut inventory on lbeh¢éhe United States government at various faed. As a licensed United States
Department of Agriculture Nut Warehouse Operatar,ane responsible for delivering the loan valuthefpeanut inventory in our possession
as represented on the warehouse receipt to therhmidhe warehouse receipt on demand. We are meipe for any decline in the value of
the peanut inventory due to decline in qualitytmirkage in excess of an allowable amount. No slglines in value are currently
anticipated.
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Property, Plant and Equipment

Property, plant and equipment are stated at cogjpiMmprovements that extend the useful life at adpacity are capitalized and charged to
expense through depreciation. Repairs and mainteranme charged to expense as incurred. The costaaundhulated depreciation of assets
sold or retired are removed from the respectiveacts, and any gain or loss is recognized curréntbperating income. Cost is depreciated
using the straight-line method over the followirggimated useful lives: buildings — 10 to 40 yeanschinery and equipment — 5 to

10 years, furniture and leasehold improvements te-B) years and vehicles — 3 to 5 years. Depreciakpense was $14,063, $11,661 and
$9,207 for the years ended June 26, 2008, Juri20Rg, and June 29, 2006, respectively. We capitalieeest costs on our projects. The
amount of interest capitalized was $0, $901 an8@8Lfor the years ended June 26, 2008, June 28,&tdJune 29, 2006, respectively.

Certain prior lease transactions with two relatadyppartnerships relating to the financing of Binfys were previously accounted for as
capital leases, whereby the present value of fukmtal payments, discounted at the interest rapdigit in the lease, was recorded as a
liability. These leases were terminated at no twss in fiscal 2007 and 2006.

In September 2006, we sold our Selma, Texas pliepdd two related party partnerships for $14.3iomland are leasing them back. The
selling price was determined by an independentagpgrto be the fair market value which also apipnated our carrying value. The lease for
the Selma, Texas properties has a ten-year teanfiadit market value rent with three five-year reataptions. Also, we have an option to
purchase the properties from the partnerships fifeyears at 95% (100% in certain circumstanoéshe then fair market value, but not to
be less than the $14.3 million purchase price.fiff@ncing obligation is being accounted for simi@the accounting for a capital lease
whereby $14.3 million was recorded as a debt obitigaas the provisions of the arrangement wereehgible for sale-leaseback accounting.
No gain or loss was recorded on the transactioas@lpartnerships were previously consolidated @abla interest entities. Based
reconsideration events in the third quarter of 2806 in the first quarter of fiscal 2007, we detiexed the partnerships were no longer subject
to consolidation as variable interest entities. Sehgartnerships are no longer considered variatdecist entities subject to consolidation a:
partnerships had substantive equity at risk atithe of entering into the Selma, Texas sale-leadetransaction.

Long-Lived Assets

We review long-lived assets to assess recovenmahititn projected undiscounted cash flows (whiclo @lsnsiders the underlying fair value of
the properties) whenever events or changes in éaciircumstances indicate that the carrying vafube assets may not be recoverable. An
impairment loss is recognized in operating resuhien future undiscounted cash flows are less thams$setstarrying value. The impairme
loss would adjust the carrying value to the asdaisvalue. To date, we have not recorded any imgpent charges. In connection with our
facility consolidation project, management perfodnaereview of assets in our then existing Chicaga #acilities. There was no impairment
of these assets; however, the useful lives of iteassets were adjusted to the remaining timethigaassets were utilized. As of June 26, 2
the consolidation of our Chicago-based facilitie® iour new facility in Elgin, lllinois (the “Newit”) was substantially completed.

Facility Consolidation Project/Real Estate Tranisest

In April 2005, we acquired property to be usedtf@ New Site. Two buildings are located on the Ngét®, one of which is an office building
of which 41.5% was leased back to the seller thnoigril 2008. The seller opted to not renew theséeand we have yet to find replacement
tenants. Approximately 80% of the office buildirsgcurrently vacant. The other building, a warehpuses expanded and modified for use as
our principal processing facility and headquart@re allocation of the purchase price to the twitdings was determined through a third
party appraisal. The value assigned to the offigkling is included in rental investment propertytbe balance sheet. The value assigned to
the warehouse building is included in propertynpknd equipment.

The net rental income from the office building undéd in rental and miscellaneous expense (incame¢)was an expense of $867, $1,122
$1,115 for the years ended June 26, 2008, Jur20Pg, and June 29, 2006, respectively. Gross ramaine was $2,324, $1,740 and $1,665
for the years ended June 26, 2008, June 28, 2@DJware 29, 2006, respectively. Future gross rémtaime under the office building
operating lease is as follows for the years ending:
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June 25, 200 $ 1,154
June 24, 201 1,167
June 30, 201 1,16t
June 28, 201 1,09/
June 27, 201 1,067
Thereaftel 3,41¢

$ 9,067

Prior to acquiring the New Site, our company andade related party partnerships entered into adlimment 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. We fuil our remediation obligations under the Developidgreement during fiscal 2005. On
February 1, 2006, our company and the related pantynerships entered into a Termination Agreemditit the City of Elgin whereby the
Development Agreement was terminated and our coyngad the City of Elgin (the “City”) became obligdtto convey the property to our
company and the partnerships within thirty dayse phrtnerships subsequently agreed to conveyrémective interests in the Original Site
to us by quitclaim deed without consideration. Oarth 28, 2006, JBSS Properties, LLC (“JBSS LLCUx, wholly owned subsidiary,
acquired title to the Original Site by quitclaimede and JBSS LLC entered into an Assignment andripson Agreement (the “Agreemept”
with the City. Under the terms of the Agreemeng, @ity assigned to us all the City’s remaining t&gand obligations under the Development
Agreement. We expect to sell the Original Site migithe next twelve months. A portion of the Origi8ée contains an office building (whi
we began renting during the third quarter of fi@07) that may or may not be included in the ptahsale. In the event that the Original Site
is sold prior to January 1, 2009 pursuant to assabatract that is currently pending, we will bquiged to deposit the gross proceeds into an
interest-bearing escrow with the Mortgage LendéerT, on January 1, 2009, the Mortgage Lender teagght to either (i) apply all or a
portion of such proceeds to prepay the outstanii@d@nce of Tranche B, with the excess, if any, acttued interest going to us or (ii) retain
such proceeds and all accrued interest as colldtersuch additional period as it deems prudehte planned sale meets the criteria of an
“Asset Held for Sale” in accordance with Statenmrinancial Accounting Standards No. 144, “Accanigtfor the Impairment of Disposal
of Long-Lived Assets” and is presented as a curaesét in the balance sheet as of June 26, 2008uaed28, 2007. Our costs under the
Development Agreement were $6,806 at June 26, 26688une 28, 2007, $5,569 of which is recorded\asét Held for Sale” and $1,237 is
recorded as “Rental Investment Propedg”of June 26, 2008 and June 28, 2007. We revidveealsset under the Development Agreemer
realization, and concluded that no adjustment efciirrying value was required.

In furtherance of our facility consolidation projewe sold our Chicago area facilities in July 2006e such Chicago area facility (the Busse
Road facility) was owned directly by us and the agring portion owned by a consolidated partnershipariable interest entity. The lease
between us and the partnership was terminatedyr20®6 upon completion of the property sale tratisa. The related party partnership ¢
the property to a third party, which was leasedktbe property to us through December 2007. Theg®ds upon disposition of the property
by the partnership totaled $9.6 million (with $2adlion directly allocable to our owned portion tbfe property), resulting in us recognizing a
gain of approximately $4.6 million (net of $1.3 haih being deferred and amortized as reductiongital expense over the lease term), with
offsetting amounts applicable to the partnershipinority interest of $4.6 million. As we were themary beneficiary of the partnership, u
consolidation of the partnership as a variabler@steentity, the deficit, which includes lossegitess of the minority interest, was absorbed
by us. Upon sale of the facility by the partnerdiipa gain, the previously recognized losseshatteble to the minority interest of
approximately $1.1 million were recovered by ugh® extent such losses were previously allocateditmperations in consolidation and
reduced any gain allocable to the partnershipésteA deferred gain of $0.4 million was includaccurrent liabilities as of June 28, 2007.
deferred gain exists at June 26, 2008 since ttse legpired during fiscal 2008.

Also in July 2006, we sold our Arlington Heightsdafirthur Avenue facilities for a combined $7.8 naill in proceeds and leased back the
facilities from the purchaser. The Arlington Heiglficility is being leased back by us pursuantleaae which went through December 2008.
The Arthur Avenue facility is being leased baclotigh August 2008. The gain on these property safsactions totaled $1.8 million, net of
$1.2 million being deferred and amortized as reidustin rental expense over the lease terms, rgrigbhm 17 to 29 months. We ceased
operations at the Arlington Heights facility duritige second quarter of fiscal 2008 and recognide@® $f restructuring expense due to the
transfer of operations prior to the lease expiratla order to sell the Arlington Heights facilitye prepaid our existing mortgage obligations
of $1,684 plus a $279 prepayment fee. A deferréa gfa$0.7 million was recorded as of June 28,
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2007, $0.5 million of which was included in currdéiabilities. The deferred gain recorded on the sdlthe Arlington Heights facility was
considered in the determination of restructuringemses, since we vacated the facility during ticerse quarter of fiscal 2008. Only an
immaterial deferred gain exists for the sale ofAlnaur Avenue facility as of June 26, 2008.

In September 2006, we sold our Selma, Texas pliepdd two related party partnerships for $14.3iomland are leasing them back. The
selling price was determined by an independentaapgrto be the fair market value which also apipnexed our carrying value. The lease for
the Selma, Texas properties has a ten-year teanfiadit market value rent with three five-year reataptions. Also, we have an option to
purchase the properties from the partnerships fiferyears at 95% (100% in certain circumstanoéshe then fair market value, but not to
be less than the $14.3 million purchase price.fiff@cing obligation is being accounted for similathe accounting for a capital lease
whereby $14.3 million was recorded as a debt obitigaas the provisions of the arrangement areehigible for sale-leaseback accounting.
No gain or loss was recorded on the transactioas@lpartnerships were previously consolidated @abla interest entities. Based
reconsideration events in the third quarter of 2806 in the first quarter of fiscal 2007, we detiexed the partnerships were no longer subject
to consolidation as variable interest entities. SEhpartnerships are no longer considered variatdesist entities subject to consolidation a:
partnerships had substantive equity at risk atithe of entering into the Selma, Texas sale-leadetransaction.

We leased certain properties during fiscal 2006 ftevo related party partnerships (consolidatedalde interest entities), one of which was
terminated in March 2006 and the other terminatetlily 2006. In March 2006, we sold a facility owrt®y one of the partnerships
consolidated as a variable interest entity. As weanhe primary beneficiary of the partnership,ruponsolidation of the partnership as a
variable interest entity the deficit, which inclsdesses in excess of the minority interest, wasdied by us. Upon sale of the facility by the
partnership for a gain, the previously recognizessés attributable to the minority interest of $fiion were recovered by us to the extent
such losses were previously allocated to us ina@atetion and reduced any gain allocable to théngaship interest. Additionally, as the
partnership and not our company was entitled totigroceeds from the sale, we recorded an eqdabfésetting minority interest amount
for the partnership’s gain on the sale of approxétya$3.5 million in other income and expense.

Introductory Funds

The ability to sell to certain retail customerseofrequires upfront payments to be made by us. fagiments are frequently made pursuant to
contracts that stipulate the term of the agreentkatquantity and type of products to be sold andexclusivity requirements. If appropriate,
the cost of these payments is recorded as anas$és amortized over the term of the contract.e¥@ense payments if no written
arrangement exists and amounts are not recovdratiie event of customer cancellation. Total intrairy funds included in prepaid
expenses and other current assets were $882 a28uAB08 and $385 at June 28, 2007. Amortizatqueese, which is recorded as a
reduction in net sales, was $1,252, $1,497 and §36he years ended June 26, 2008, June 28, 2tDJdume 29, 2006, respectively.

Goodwill and Brand Name

Brand name consists of the Fisher brand name thsitawquired in 1995. We are amortizing the bramdenaver a fifteen-year period on a
straight-line basis with no estimated residual galinnual amortization expense for each of the teatfiscal years is expected to be $427,
with the remaining amount of $141 amortized indis2011. Amortization expense was $427, $426 a&Y $dr the years ended June 26,
2008, June 28, 2007 and June 29, 2006, respectively

Gooduwill represented the excess of the purchase prier the fair value of the net assets from egusition of Sunshine Nut Co., Inc. which
occurred in 1992. A goodwill impairment loss of 42 was recorded for the year ended June 29, Fa6value, based on considerations of
the quoted market price with an estimated contreihpium, and estimated cash flow forecasts of guonéng unit, was determined to be
below its net book value and there was no implaédvalue of our goodwill.

Fair Value of Financial Instruments

Based on borrowing rates presently available taonger similar borrowing arrangements, we belieweritorded amount of our long-term
debt obligations approximates fair market valuee Tarrying amount of our other financial instrunsesgpproximates their estimated fair ve
based on market prices for the same or similar ¢fgmancial instruments.
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Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, title has transferred (baped terms of shipment), price is fixed,
delivery occurs and collection is reasonably agkuiée sell our products under some arrangemenishwhelude customer contracts which
fix the sales price for periods, typically of updne year, for some industrial customers and thr@pgcific programs consisting of promotion
allowances, volume and customer rebates and magkaliowances, among others, to consumer and fexdice customers. Revenues are
recorded net of rebates and promotion and marketiogzances. While customers do have the righeétorn products, past experience has
demonstrated that product returns have been irfigigni. Provisions for returns are reflected asduction in net sales and are estimated
based upon customer specific circumstances. Bdlfogshipping and handling costs are includeairenues.

Significant Customers

The highly competitive nature of our business pilesian environment for the loss of customers amapiportunity to gain new customers.
Net sales to W-Mart Stores, Inc. represented approximately 199%p 2nd 19% of our net sales for the years endeel 2602008, June 28,
2007 and June 29, 2006, respectively. Net accaentivable from Wal-Mart Stores, Inc. were $3,508 4,140 at June 26, 2008 and
June 28, 2007, respectively.

Promotion and Advertising Costs

Promotion allowances, customer rebates and magketiowances are recorded at the time revenuedgrézed 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. We expense the costs of adverjisiwhich include newspaper and other advertisitiyities, as incurred. Advertising
expenses for the years ended June 26, 2008, Ju2@@Band June 29, 2006 were $2,346, $2,778 a@9B2respectively.

Shipping and Handling Costs

Shipping and handling costs, which include freigil other expenses to prepare finished goods fipmsmt, are included in selling expens
For the years ended June 26, 2008, June 28, 2@DJuae 29, 2006, shipping and handling costs w#l&,551, $18,291 and $18,767,
respectively.

Income Taxes

We account for income taxes using an asset aniitijadpproach that requires the recognition ofetefd tax assets and liabilities for the
expected future tax consequences of events thatlen reported in our financial statements orgaxns. Such items give rise to
differences in the financial reporting and tax baxfiassets and liabilities. A valuation allowarcescorded to reduce the carrying amount of
deferred tax assets if it is more likely than rattall or a portion of the asset will not be readi. Any investment tax credits are accounted for
by using the flonthrough method, whereby the credits are reflecsacductions of tax expense in the year they aregrazed in the financi
statements. In estimating future tax consequeneesonsider all expected future events other tieamges in tax law or rates.

We adopted the provisions of FASB Interpretation 8 Accounting for Uncertainty in Income TaxeBI{l 48”), on June 29, 2007. There
were no material effects associated with the implatation of FIN 48. As of June 29, 2007, unrecoeghitax benefits and accrued interest
penalties were not material. We recognize inteaadtpenalties accrued related to unrecognizeddagflis in the income tax
(benefit)/expense caption in the statement of djmers

Segment Reporting

We operate in a single reportable operating segthahtonsists of selling various nut products tigtomultiple distribution channels.

Earnings per Share

Earnings per common share are calculated usingeighted average number of shares of Common StoatlCéass A Common Stock
outstanding during the period. The following taptesents the reconciliation of the weighted avesigees outstanding used in computing
earnings per share:
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Year Ended Year Ended Year Ended
June 26, 2008 June 28, 2007 June 29, 2006
Weighted average shares outstan— basic 10,610,27 10,595,99 10,584,76.
Effect of dilutive securities
Stock options — — —
Weighted average shares outstan— diluted 10,610,27 10,595,99 10,584,76.

All outstanding options were excluded from the akdtion of diluted earnings per share for the yesided June 26, 2008, June 28, 2007 and
June 29, 2006 due to net losses. Total optionsided from the calculation of diluted earnings geare were 470,440, 353,690 and 324,815
for the years ended June 26, 2008, June 28, 2@DJwre 29, 2006, respectively. These options haghtexl average exercise prices of
$11.49, $13.00 and $13.70, respectively.

StockBased Compensation

Effective for the first quarter of fiscal 2006, wdopted Statement of Financial Accounting Standsasl23 (revised 2004), “Share-Based
Payment” (“SFAS 123R"), using the modified prospextpplication method. Under this transition methee record compensation expense
for all awards granted after the date of adoptaom for the unvested portion of previously grargerds that remained outstanding at the
date of adoption.

Comprehensive Loss (Income)

We account for comprehensive loss (income) in atamwee with SFAS 130, “Reporting Comprehensive Ingbrihis statement establishes
standards for reporting and displaying comprehenkiss (income) and its components in a full sefesferal-purpose financial statements.
The statement requires that all components of cehmarsive loss (income) be reported in a finants#ément that is displayed with the same
prominence as other financial statements.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 1540y Walue Measurements” (“SFAS 157”). SFAS 157 dedi fair value, establishes a
framework for measuring fair value, and expandsldgires about fair value measurements. SFAS 16&ffestive for fiscal years beginning
after November 15, 2007; however, application oASHA57 for nonfinancial assets and nonfinancidiliges is not required until fiscal yee
beginning after November 15, 2008. We are curreadBessing the impact of SFAS 157 on our conselidi@tancial position, results of
operations 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 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 106mijdloyers 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. We areanitty evaluating the provisions of EITF 06-04 om oansolidated financial position, results
of operations and cash flows.

In December 2007, the FASB issued SFAS No. 14T@jsiness Combinations” (“SFAS No. 141(R)"), andAS-No. 160, “Noncontrolling
Interests in Consolidated Financial Statementsraendment of ARB No. 51" (“SFAS No. 160”). Thesevrstandards will significantly
change the accounting and reporting for businesthatation transactions and noncontrolling (mingrityterests in consolidated financial
statements. SFAS No. 141(R) and SFAS No. 160 guared to be adopted simultaneously and are effedtir fiscal years beginning after
December 15, 2008. Earlier adoption is prohibiw@. are currently evaluating the impact of adop®#AS No. 141(R) and SFAS No. 160
our consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, “Rsakes about Derivative Instruments and Hedgingviiets, an amendment of FASB
Statement No. 133.” SFAS No. 161 requires enhadidosures about an entity’s derivative and heglgictivities. These enhanced
disclosures will discuss (a) how and why an entigs derivative instruments, (b) how derivativérimaents and related hedged items are
accounted for under Statement 133 and its relatedpretations, and (c) how derivative instrumentd related hedged items affect an ergity’
financial position, financial performance, and cllstvs. SFAS No. 161 is effective for financial tements issued for fiscal years and interim
periods beginning after November 15, 2008. We areeatly assessing the impact of SFAS 161 on onsalidated financial position, results
of operations and cash flows.
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NOTE 2 — NATURE OF BUSINESS AND MANAGEMENT PLANS

We are one of the leading processors and marketénse nuts and peanuts in the United States.elThets are sold under a variety of private
labels and under thesher, Flavor Tree, Sunshine CounamdTexas Pridébrand names. We also market and distribute, antbist cases
manufacture or process, a diverse product linead fand snack products, including peanut butterdga@and confections, natural snacks and
trail mixes, sunflower seeds, corn snacks, seséioies aind other sesame snack products. We havesptarated throughout the United Sta
Revenues are generated from sales to a varietystbimers, including several major retailers anddt& government which are made on an
unsecured basis.

In fiscal 2008, we took actions to address the tao#y surrounding our ability to meet the priestrictive covenants of our Prior Credit
Facility and Prior Note Agreement (as defined irtéNé and Note 5, respectively, in the Notes to Gbdated Financial Statements) and to
improve financial performance, which actions inéddsecuring new financing during the third quastdiscal 2008 comprised of a revolving
credit facility and a mortgage term loan. The newoiving credit facility contains one financial @mant, which we currently believe will be
attainable. Compliance is dependent upon maintgiai$i15.0 million level of excess availability undee revolving credit facility and
achieving a certain fixed charge coverage ratibgf$15.0 million level of excess availability istrmet. The mortgage term loan is
collateralized by certain real property and fixgieand is subject to a minimum net worth requirenaéi$t110.0 million. The new financing
arrangements provide us with increased flexibtiityaccomplish our objectives and improve futuraficial performance.

Our financial performance has improved in fiscad&0T he loss before income taxes was $6.9 millimciuding $6.7 million of debt
extinguishment costs and $1.8 million of restructyicosts, for fiscal 2008 compared to no suchgdmfor fiscal 2007. The loss before
income taxes for fiscal 2008 also contains cemtainsual or infrequent expenses in addition to #t# dxtinguishment and restructuring ca
including:

. an increase in unfavorable labor and efficienegances over fiscal 2007, which was primarily teteto the shut down and start up
costs for production lines that were moved fromphevious Chicago area facilities and installethimnew facility in Elgin, lllinois
(the“New Site");

. redundant manufacturing expenses as productiiritas occurred at the previous Chicago aredifees while the manufacturing
spending in the New Site reflected increased pridludevels;

. external contractor charges that were relatébe@cceleration of the equipment move from thetag Chicago area facilities to the
New Site; anc

. consulting fees related to our profitability enbament initiative, the implementation of a newesanalysis system and the design
and implementation of a new incentive compensgilan, which rewards plan participants in connectidth year-over-year
improvement in our aft-tax net operating financial performance in excdssuo annual cost of capite

Management also conducted profitability reviewslbproducts sold to customers. We engaged a phility enhancement consultant (which
was a requirement relating to the waivers recefueth the lenders under our Prior Note AgreementRnor Credit Facility for non-
compliance with financial covenants for the thirdager of fiscal 2007) to assist in this process iarour forecasting procedures. The resu
this profitability review led to price increases foany products and the eventual discontinuan@ppfoximately 1,200 products, or
approximately 30% of the number of products soldi®yduring the third quarter of fiscal 2008. Alsothe first two months of calendar 20
we terminated approximately 80 employees, approtaip®% of our work force, pursuant to an initiatiseparate from the store-door
discontinuance described below. These terminati@re possible due to our initiatives, such as clihesting all Chicago area activities at the
New Site and discontinuing 1,200 products. We exfzesave approximately $4.0 million in payroll ardiated benefits annually as a resu
the work force reduction.

We terminated our stor@eor distribution system in January 2008 as a tefuur determination that it is no longer prdfitato ship produci
to customers through our store-door distributiostem. In connection with the discontinuance ofdtoee-door delivery system, we
terminated nine employees. We have maintained arityapf the $2.5 million in annual sales generatadugh the store-door distribution
system, as business has migrated to our otheibdistm methods.
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The initiatives described above are expected taorgefficiencies and generate cost savings. Howyewdle we have realized cost savings
in connection with the New Site through the elintioa of redundant costs, we have yet to receiveelteected improvements in
manufacturing efficiencies. We are actively devéigmplans, especially for our Fisher brand, witl thtention of increasing sales and gross
margin. As a result of these efforts, we securgdiitant new private label business during fis2@08. Other new business opportunities are
being pursued across all of our distribution chdsrtdowever, the efforts to reduce unprofitabledarcts has contributed to a decrease in ¢
volume, which has in the past and may in the futnegatively impact our ability to benefit from tfazility consolidation project.

In summary, management believes the changes atbwiah our financing arrangements, in combinatioti the previously mentioned
business initiatives, provides us with greaterriial flexibility and the ability to sustain onggiroperations of the business.

NOTE 3 — INVENTORIES

Inventories consist of the following:

June 26, 200 June 28, 200
Raw material and supplit $ 59,77( $ 57,34¢
Work-in-process and finished goo 67,26: 76,81:
Total $ 127,03 $ 134,15

NOTE 4 — REVOLVING CREDIT FACILITY

On February 7, 2008, we entered into a Credit Agexg with a new bank group (the “Bank Lenders”Mulimg a $117.5 million revolving
loan commitment and letter of credit subfacilitygt‘New Credit Facility”). The New Credit Facility secured by substantially all our assets
other than real property and fixtures. When werexténto the New Credit Facility, we paid all am&iander, and terminated our prior
revolving credit facility (the “Prior Credit Fad¥i"). As a result of the refinancing, we were raedito pay a $1.0 million debt extinguishment
charge to the lenders under the Prior Credit Rgailnd write off the $0.2 million in remaining unartized balance of fees related to the Prior
Credit Facility. These charges were recorded irthivd quarter of fiscal 2008.

The New Credit Facility matures on February 7, 208t3our election, borrowings under the New Créitility accrue interest at either (i) a
rate determined pursuant to the administrative tgerime rate minus an applicable margin deterighibg reference to the amount of loans
which may be advanced under a borrowing base edionlbased upon accounts receivable, inventorynzenchinery and equipment (the
“Borrowing Base Calculation”), ranging from 0.00%0.50% or (ii) a rate based on the London inteklafered rate (“LIBOR”) plus an
applicable margin based upon the Borrowing BasewWlation, ranging from 2.00% to 2.50%. The face ami@f undrawn letters of credit
accrues interest at a rate of 1.50% to 2.00%, baged the Borrowing Base Calculation. The portibthe Borrowing Base Calculation bas
upon machinery and equipment will decrease by 8illon per year for the first five years to coidei with amortization of the machinery
and equipment collateral. As of June 26, 2008wthighted average interest rate for the New CredgliflFy was 5.00%. The terms of the New
Credit Facility contain covenants that requireasaistrict investments, indebtedness, capital edipaes, acquisitions and certain sales of
assets, cash dividends, redemptions of capitak stnd prepayment of indebtedness (if such prepatjraerong other things, is of a
subordinate debt). If loan availability under ther®wing Base Calculation falls below $15.0 milljame will be required to maintain a
specified fixed charge coverage ratio, tested omoathly basis. The New Credit Facility does notude, among other things, a working
capital, EBITDA, net worth, excess availabilityyégage or debt service coverage financial coveridrd.Bank Lenders are entitled to require
immediate repayment of the our obligations undeMlew Credit Facility in the event of default oe fhayments required under the New
Credit Facility, non-compliance with the financtalvenants or upon the occurrence of certain otefaudts by us under the New Credit
Facility (including a default under the MortgagecHity, as defined in Note 5). As of June 26, 208&, were in compliance with all covenants
under the New Credit Facility and we currently etde be in compliance with the financial covenianthe New Credit Facility for the
foreseeable future. As of June 26, 2008, we hads®Bd@lion of available credit under the New Crelg#cility.

Following the replacement of the Prior Note Agreatrend Prior Credit Facility in the third quartdrfiscal 2008, letters of credit attributable
to obligations totaling $10.2 million were stillldéby a lender under the Prior Credit Facility. @sesult, we were required to deposit
$10.2 million in cash with such lender as collatévathe letters of
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credit. During the fourth quarter of fiscal 2008ese letters of credit were transferred to the Kegdit Facility, and the $10.2 million in cash
collateral was returned to us and used to pay dbeMNew Credit Facility.

NOTE 5 — LONG-TERM DEBT

Long-term debt consists of the following:

June 26, 200 June 28, 200

Mortgage facility (Tranche A), collateralized byatg@roperty, due in monthly principal installmenfs

$200 plus interest at 7.63% per annum from Jun& 2B@Eebruary 2008 with a final principal payme

of $600 in March 202 $ 35,80( $ —
Mortgage facility (Tranche B), collateralized byrg@roperty, due in monthly principal installments$50

plus interest at LIBOR plus 5.50% per annum fromeJR023 to February 2008 with a final principal

payment of $150 in March 20( 8,95( —
Notes payable, interest payable semiannually &%, %rincipal payable in se-annual installments of
$3,611 beginning on June 1, 2C — 54,167
Industrial development bonds, collateralized byding, machinery and equipment with a cost aggiagi
$8,000 5,12¢ 5,50(
Selma, Texas facility financing obligation to reldtparties, due in monthly installments of $109@tgh
September 1, 203 13,86( 14,06(
Capitalized equipment leas 872 1,02¢
64,60" 74,75%
Less: Current maturitie (12,257 (54,970
Total lon¢-term debt $ 52,35¢ $ 19,78:

On February 7, 2008, we entered into a Loan Agre¢meigh an insurance company (the “Mortgage Lengprbviding us with two term

loans, one in the amount of $36.0 million (“Tran&ié and the other in the amount of $9.0 milliorT tanche B”), for an aggregate amount of
$45.0 million (the “Mortgage Facility”). The Mortge Facility is secured by mortgages on essentdlligf our owned real property located in
Elgin, lllinois, Gustine, California and Garysbublprth Carolina (the “Encumbered PropertieFfhe encumbered Elgin real property inclu
almost all of an original site (the “Original Sij}ethat was purchased prior to our purchase of the Rite. At the time that we entered into the
Mortgage Facility, we prepaid all amounts due pangdo our prior long-term financing facility (tHBrior Note Agreement”). As a result of
the refinancing, we were required to pay a $5.Zionildebt extinguishment charge to the noteholdeder the Prior Note Agreement and
write off the $0.3 million in remaining unamortizedlance of fees related to the Prior Note Agreemigrese charges were recorded in the
third quarter of fiscal 2008.

The Mortgage Facility matures on March 1, 2023n€he A under the Mortgage Facility accrues inteaést fixed interest rate of 7.63% per
annum, payable monthly. Such interest rate magset by the Mortgage Lender on March 1, 2018 (fhrariche A Reset Date”). Monthly
principal payments in the amount of $200 commemredune 1, 2008. Tranche B under the Mortgageifeadcrues interest at a floating
rate of one month LIBOR plus 5.50% per annum, plyatonthly. The margin on such floating rate maydxset by the Mortgage Lender on
March 1, 2010 and every two years thereafter (emthranche B Reset Date'rovided, however, that the Mortgage Lender may elsang:
the underlying index on each Tranche B Reset Detarang on and after March 1, 2016. Monthly prpatipayments in the amount of $50
commenced on June 1, 2008.

On the Tranche A Reset Date and each Tranche B Rase, the Mortgage Lender may reset the inteedss for each of Tranche A and
Tranche B, respectively, in its sole and absoligerdtion. With respect to Tranche A, if we do aotept the reset rate, Tranche A will
become due and payable on the Tranche A Reset Wigtteut prepayment penalty. With respect to TranBhif we do not accept the reset
rate, Tranche B will be due and payable on the dvarB Reset Date, without prepayment penalty. &ban be no assurances that the reset
interest rates for each of Tranche A and TrancheéllBbe acceptable to us. If the reset interest far either Tranche A or Tranche B is
unacceptable to us and we (i) do not have suffidiemds to repay amounts due with respect to Traclr Tranche B, as applicable, on the
Tranche A Reset Date or Tranche B Reset Rate,@isalple, or (ii) are unable to refinance amounts dith respect to Tranche A or Trant

B, as applicable, on the Tranche A Reset Date andfre B Reset Rate, as applicable, on terms
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more favorable than the reset interest rates, sheh reset interest rates could have a materiarad\effect on our financial condition, results
of operations and financial results.

The terms of the Mortgage Facility contain covendhat require us to maintain a specified net wofth110.0 million and maintain the
Encumbered Properties. In addition, the MortgagaliBaprovides that in the event that the Origisale is sold prior to January 1, 2009
pursuant to a sales contract that is currently jpendve will be required to deposit the gross pesteinto an interest-bearing escrow with the
Mortgage Lender. Then, on January 1, 2009, the dage Lender has the right to either (i) apply ath portion of such proceeds to prepay
outstanding balance of Tranche B, with the exdéssy, and accrued interest going to us or (ifpire such proceeds and all accrued interest
as collateral for such additional period as it deg@mdent. After January 1, 2009 (or prior to Jaypda 2009 if pursuant to a different propc
other than the pending contract), we must obtaérctinsent of the Mortgage Lender prior to the ghtbe Original Site. All amounts
outstanding are recorded as current liabilitiesfakine 26, 2008. The Mortgage Facility does nouite, among other things, a working
capital, EBITDA, excess availability, fixed chargeverage, capital expenditure, leverage or debicecoverage financial covenant. The
Mortgage Lender is entitled to require immediafgagenent of our obligations under the Mortgage Rgdih the event we default in the
payments required under the Mortgage Facility, compliance with the covenants or upon the occug@icertain other defaults by us
under the Mortgage Facility. As of June 26, 2008 were in compliance with all covenants under treatlyhge Facility. Since we currently
believe that we will be in compliance with the firtéal covenant in the Mortgage Facility for thedseeable future, $33.4 million has been
classified as long-term debt as of June 26, 208& d@mount represents scheduled principal paynter@sinder Tranche A beyond twelve
months of June 26, 2008.

We financed the construction of a peanut shellilagtpwith industrial development bonds in 1987.dDne 1, 2006, we remarketed the bonds,
resetting the interest rate at 4.55% through May12@nd at a market rate to be determined there&fteJune 1, 2011, and on each
subsequent interest reset date for the bonds, eveequired to redeem the bonds at face value plpsecrued and unpaid interest, unless a
bondholder elects to retain his or her bonds. Amyds redeemed by us at the demand of a bondhaldbieaeset date are required to be
remarketed by the underwriter of the bonds on at‘bfforts” basis. The agreement requires us teeedthe bonds in varying annual
installments, ranging from $405 to $760 annuallptiygh 2017. We are also required to redeem thesionckertain other circumstances, for
example, within 180 days after any determinatiat thterest on the bonds is taxable. We have ttieropt any time, however, subject to
certain conditions, to redeem the bonds at facgeviplus accrued interest, if any.

In September 2006, we sold our Selma, Texas pliepdd two related party partnerships for $14.3iomland are leasing them back. The
selling price was determined by an independentaggrto be the fair market value which also apipnated our carrying value. The lease for
the Selma, Texas properties has a ten-year teanfiadit market value rent with three five-year reataptions. Also, we have an option to
purchase the properties from the partnerships fiferyears at 95% (100% in certain circumstanoéshe then fair market value, but not to
be less than the $14.3 million purchase price.fiffancing obligation is being accounted for simii@the accounting for a capital lease,
whereby $14.3 million was recorded as a debt obitigaas the provisions of the arrangement areehigible for sale-leaseback accounting.
No gain or loss was recorded on the transactioas@Ipartnerships were previously consolidated @abla interest entities. Based
reconsideration events in the third quarter of 2806 in the first quarter of fiscal 2007, we detiexed the partnerships were no longer subject
to consolidation as variable interest entities. Sehgartnerships are no longer considered variatdecist entities subject to consolidation a:
partnerships had substantive equity at risk atithe of entering into the Selma, Texas sale-leadetransaction.

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

June 25, 200 $12,25:
June 24, 201 3,34(
June 30, 201 7,21°
June 28, 201 2,71¢
June 27, 201 2,70z
Thereaftel 36,38¢
Total $64,607

NOTE 6 — INCOME TAXES
The (benefit) provision for income taxes for thageended June 26, 2008, June 28, 2007 and Jugé@®are as follows:
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June 26, 200 June 28, 200 June 29, 200
Current $ (432 $ (6,770 $ (6,689
Deferred (46€) (750 (2,000
Total benefit for income taxce $ (897) $ (7,520 $ (8,689

The reconciliations of income taxes at the stayutederal income tax rate to income taxes repdrtabe statements of operations for the
years ended June 26, 2008, June 28, 2007 and 9uA6Q7 are as follow:

June 28,
June 26, 2007 June 29,
2008 (as revised 2006
Federal statutory income tax r 35.(% 35.(% 35.(%
State income taxes, net of federal ber 6.8 4.4 4.8
Effect of SFAS 15¢ 3.8 — —
Gooduwill impairment los: — — (1.9
Valuation allowance for net state operating logsytarwards (7.9 (4.9 (2.0)
Valuation allowance for net federal operating loagyforwards (23.0 — —
Other (1.7) 0.€ (1.7)
Effective tax rate 13.1% 35.€% 34.2%
The deferred tax assets and liabilities are coragredf the following:
June 26, 200¢ June 28, 200:
_Asset Liability _Asset_ Liability
Current
Accounts receivabl $ 16C $ — $ 15t $ —
Employee compensatic 1,182 — 602 —
Inventory 93 — 10t —
Deferred revenu 15 — 363 —
Worker¢ compensatiol 1,45¢ — 1,50z —
Valuation allowanct (2,097 — (60€) —
Restructuring 541 — — —
Other 237 — 18 —
Total curren $ 2,59t $ — $ 2,14( $ —
Long term
Depreciatior $ — $ (9,26¢) $ — $ (7,527)
Amortization 79 — 234 —
Capitalized lease 234 — 201 —
Operating loss carryforwart 5,81¢ — 2,09t —
Retirement plai 3,10¢ — 3,53( —
Valuation allowanct (2,817 — (1,439 —
Other 24¢ — 29t —
Total lon¢-term $ 6,66¢ $ (9,269 $ 4,91¢ $ (7,529
Total $ 9,264 $ (9,269 $ 7,05¢ $ (7,527)

As of June 26, 2008, we have $2.5 million of statd $3.3 million of federal net operating loss glmwards for income tax purposes. All of
the state net operating loss (“NOL") carryforwaethtes to losses generated during the years ended?6, 2008, June 28, 2007 and June 29,
2006. The federal NOL carryforward relates to Issgenerated during the year ended June 26, 20@8stéte losses generally have a
carryforward period of between 10 and 12 yearsreedapiration. The federal NOL carryforward relai@$osses generated during the year
ended June 26, 2008. The federal losses geneglly & carryforward period of 20 years before exipina Due to our cumulative losses for
the last three fiscal years, we have provided vainallowances of $1.6 million and $2.3 milliorrfiederal and state, respectively, related to
the realization of such operating loss carryforwgaalthe extent our deferred tax assets exceedafarred tax liabilities. We believe it is
currently more likely than not that we will be uteko utilize NOLs and as a result we have recoalédl valuation allowance as of June 26,
2008. We will consider the need for, and the amadinthe valuation allowance in the future as alctyerating results are achieved.

We adopted the provisions of FASB Interpretation 8 Accounting for Uncertainty in Income TaxeEI{l 48"), on
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June 29, 2007. There were no material effects agsdowith the implementation of FIN 48. As of JWi8 2007, unrecognized tax benefits
and accrued interest and penalties were not mhtéf@arecognize interest and penalties accruedet® unrecognized tax benefits in the
income tax (benefit)/expense caption in the statgérmmeoperations. We file income tax returns withdéral and state tax authorities within the
United States of America. The Internal Revenue iSerig currently auditing our tax returns for fis804. The lllinois Department of
Revenue has concluded its audits of our tax retilmosigh fiscal 2005. No other tax jurisdictions anaterial to us.

As of June 26, 2008, there have been no materaigds to the amount of unrecognized tax benefiessd@vnot anticipate that total
unrecognized tax benefits will significantly chanigehe future.

NOTE 7 — COMMITMENTS AND CONTINGENCIES

Operating Leases

We lease buildings and certain equipment pursueagiteements accounted for as operating leaseselgense under these operating leases
aggregated $2,032, $2,723 and $2,342 for the wmtsd June 26, 2008, June 28, 2007 and June 28, ”28pectively. Aggregate non-
cancelable lease commitments under these opetatings are as follows for the years ending:

June 25, 200 $ 1,391
June 24, 201 844
June 30, 201 674
June 28, 201 354
June 27, 201 13€
Thereaftel —

$ 3,39¢
Litigation

We are a party to various lawsuits, proceedingscdner matters arising out of the conduct of owihess. It is managemespinion that th
ultimate resolution of these matters will not haveignificant effect upon our business, financ@ldition or results of operations.

NOTE 8 — STOCKHOLDERS’ EQUITY

Our Class A Common Stock, $.01 par value (the “€hR$Stock”), has cumulative voting rights with respto the election of those directors
which the holders of Class A Stock are entitledlert, and 10 votes per share on all other madtesghich holders of our company’s Class A
Stock and Common Stock are entitled to vote. Initang each share of Class A Stock is convertilbitha option of the holder at any time i
one share of Common Stock and automatically coswetd one share of Common Stock upon any saleosfier other than to related
individuals. Each share of our company’s Commorl§t$.01 par value (the “Common Stock”) has nondiaive voting rights of one vote
per share. The Class A Stock and the Common Stec&rditled to share equally, on a share-for-shasgs, in any cash dividends declared by
the Board of Directors, and the holders of the Cami8tock are entitled to elect 25% of the membensprising the Board of Directors.

NOTE 9 — STOCK OPTION PLANS

At our annual meeting of stockholders on October12®8, our stockholders approved a new stock ogian (the “1998 Equity Incentive
Plan™) under which awards of non-qualified opti@msl stock-based awards may be made. There are000§h@res of Common Stock
authorized for issuance to certain key employeés‘antside directors” (i.e., directors who are nat employees or employees of our
subsidiary). The exercise price of the options b@ldetermined as set forth in the 1998 Equityritize Plan by the Board of Directors. The
exercise price for the stock options must be &t l#ee fair market value of the Common Stock ondidme of grant, with the exception of
nonqualified stock options, which can have an d@gerprice equal to at least 50% of the fair maviedtie of the Common Stock on the date of
grant. Except as set forth in the 1998 Equity ItieenPlan, options expire upon termination of emyptent or directorship. The options
granted under the 1998 Equity Incentive Plan aszasable 25% annually commencing on the first\amsiary date of grant and become f
exercisable on the fourth anniversary date of gi@ptions generally will expire no later than texays after the date on which they are
granted. We issue new shares of Common Stock uxengise of stock options. Through fiscal 2007 oéllhe options granted, except those
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granted to outside directors, were intended toifyuas incentive stock options within the meanirigsection 422 of the Code. Effective fiscal
2008, all option grants are non-qualified awardsJéne 26, 2008, there were 31,000 options availldistribution under this plan. Option
exercises are satisfied through the issuance ofshanes of Common Stock.

We determine fair value of such awards using tteeBIScholes option-pricing model. The following@sptions were used to value our
grants during fiscal 2008: 6.25 years expected d¢ipected stock volatility from 52.4% to 54.3%krifree interest rate of 2.79% to 4.28%;
expected forfeitures of 5%; and expected divideerttyof 0% during the expected 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 volatilityas determined based on historical
volatility for the 6.25 year-period preceding theasurement date. The risk-free rate was basecdeoyidlil curve in effect at the time options
were granted, using U.S. treasury constant magariver the expected life of the option. Expectetéitures were determined based on our
expectations and past experiences. Expected divigietd was based on our dividend policy at theettime options were granted.

The following weighted-average assumptions usetktermine the fair value of options granted forytears ended June 26, 2008, June 28,
2007 and June 29, 2006:

June 26, 200¢ June 28, 200} June 29, 200¢
Average ris-free interest rat 3.7% 4.€% 4.1%
Expected dividend yiel 0.C% 0.C% 0.C%
Expected volatility 54.2% 54.(% 54.71%
Expected life (years 6.3 5.8 5.7

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 vgstigd. Stock-based compensation expense was $8%97,and $546 for the years ended
June 26, 2008, June 28, 2007 and June 29, 20@&atasely, and the related tax benefit for non-dieal stock options was $6, $24 and $39
for the years ended June 26, 2008, June 28, 2aDJware 29, 2006, respectively.

Activity in our stock option plans wasfafiows:

Weighted
Average
Exercise
Shares Price
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
Activity:
Granted 151,50( 7.9¢
Exercisec (11,250 6.4(C
Forfeited (23,500 13.9¢
Outstanding at June 26, 20 470,44( $11.4¢
Exercisable at June 26, 20 238,69( $12.7:2
Exercisable at June 28, 20 199,69( $11.6(C
Exercisable at June 29, 20 142,81! $10.4¢

The number of stock options vested, and expectedgbin the future, as of June 26, 2008 is natii@antly different from the number of
stock options outstanding at June 26, 2008, ascstdiove. The weighted average fair value of optgrmanted was $4.47, $5.47 and $9.85 for
the years ended June 26, 2008, June 28, 2007 ard29,12006,
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respectively. The total intrinsic value of all apis exercised was $16, $63 and $104 for the yealesdeJune 26, 2008, June 28, 2007 and
June 29, 2006, respectively. All 151,500 optiorented during fiscal 2008 were at exercise pricesieip the market price of Common Stock
at the grant date. Of the 76,000 total options tg@during fiscal 2007, 14,000 were at exercisegarigreater than the market price of the
Common Stock at the grant date with a weightedameefair value of $4.52 per share, and the remgi&000 options were at exercise
prices equal to the market price of Common Stockegrant date with a weighted average fair vafu5.68 per share. Of the 66,000 total
options granted during fiscal 2006, 14,000 werexatcise prices greater than the market priceeof2lhmmon Stock at the grant date with a
weighted average fair value of $8.21 per share tla@demaining 52,000 options were at exerciseeprazjual to the market price of Common
Stock at the grant date with a weighted averagesédue of $10.29 per share.

As of June 26, 2008, there was $887 of total urgeized compensation cost related to non-vestecdiesed compensation arrangements
granted under our stock option plans. We expertdognize that cost over a weighted average pefidd? years. The total fair value of
shares vested during fiscal 2008 was $991.

Exercise prices for options outstanding as of 262008 ranged from $3.44 to $32.30. The weighiettage remaining contractual life of
those options is 6.4 years, and 4.6 years for thgsecisable. The aggregate intrinsic value oftantiing options at June 26, 2008 was $341,
$230 for those exercisable. The options outstandiniyne 26, 2008 may be segregated into two raages shown in the following:

Option Price Per Share Range

$3.44 - $11.89 $15.14 - $32.30
Number of option: 305,31! 165,12!
Weighte(-average exercise pris $ 7.9 $ 18.0¢
Weightec-average remaining life (yeatr 7.1 5.1
Number of options exercisak 111,69( 127,00(
Weighted average exercise price for exercisabl®og $ 6.8 $ 17.8¢

NOTE 10 — EMPLOYEE BENEFIT PLANS

We maintain a contributory plan established purst@the provisions of section 401(k) of the In@rRevenue Code. The plan provides
retirement benefits for all nonunion employees mmgaminimum age and service requirements. We dountigi 50% of the amount contributed
by each employee up to certain maximums specifigde plan. Our contributions to the 401(k) planrev®628, $655 and $629 for the years
ended June 26, 2008, June 28, 2007 and June 28, r2@pectively.

We contributed $324, $241 and $128 for the yeade@dune 26, 2008, June 28, 2007 and June 29, @&@@ctively, to multi-employer
union-sponsored pension plans. We are presentlyl@eima determine our respective share of eithenmctated plan benefits or net assets
available for benefits under the union plans. Wimréed a $1,200 liability during the year endedeJ26, 2008 as the estimated cost to
withdraw from the multi-employer union-sponsoredmfor the step van drivers that were employeaéorstore-door delivery system that
was discontinued during the third quarter of fis2@08. See Note 16.

NOTE 11 — RETIREMENT PLAN

On August 2, 2007, the committee then known aCibrapensation, Nominating and Corporate Governameerdittee (the “Committee”)
approved a restated Supplemental Employee Retitelrten (“SERP”) for certain executive officers daay employees, 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 rements. The SERP is an unfunded, non-qualifiedfligrien 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. We use our fiscal year-end asméfasurement date for obligation and asset
calculations. Effective June 28, 2007, we adoptedécognition and disclosure provisions of SFAS Ng8, “Employers’ Accounting for
Defined Benefit Pension and Other Postretiremegmi$}— an amendment of FASB Statement No. 87, ®ahf 123(R) (“SFAS 158"),
which required the recognition of the funded statiihe SERP on the Consolidated Balance Sheetiafiel gains or losses, prior service
costs or credits and transition obligations thateh@ot yet been recognized are now required teberded as a component of “Accumulated
Other Comprehensive Loss” (“AOCL").
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The following table presents the changes in th@epted benefit obligation for the fiscal years emhide

Change in projected benefit obligatior
Benefit obligation at beginning of year or plandgption
Service cos
Interest cos
Actuarial gain
Benefits paic

Projected benefit obligation at end of y

June 26, 200 June 28, 200
$ 9,28¢ $ 10,24¢
13¢ 262

57t 653
(729) (1,530
(230) (345)

$  $9,04: $ $9,28¢

Components of the actuarial gain portion of thengfeain projected benefit obligation are presentddwe for the fiscal years ended:

June 26, 200 June 28, 200 June 29, 200
Actuarial Gain

Change in bonus expectati $ — $ (453%) $ (3,14)
Change in discount ra (267) 182 (2,906
Adjustment to projected retiree ben (310 (9149 —
Other (152) (345) (40€)
Actuarial gain $ (729 $ (1,530 $ (5459

The components of the net periodic pension cosasifellows for the fiscal years ended:
June 26, 200 June 28, 200 June 29, 200
Service cos $ 13¢€ $ 262 $ 38¢
Interest cos 57t 652 64z
Recognized gain amortizatic (359 (30¢) —
Prior service cost amortizatic 957 957 79¢€
Net periodic pension co $ 1,311 $ 1,56¢ $ 1,82¢

Significant assumptions related to our SERP inchhdediscount rate used to calculate the actuprédent value of benefit obligations to be

paid in the future and the average rate of compiemsaxpense increase by SERP participants.

We used the following assumptions to calculatebtireefit obligations of our SERP as follows for yfears ended:

June 26, 2008 June 28, 2007

June 29, 2006

6.52%
4.5(%

6.27%
4.5(%

Discount rate
Rate of compensation increa:
Bonus paymer

52

6.44%
4.5(%

60% of base, paid 3 of 5 ye¢ 60% of base, paid 3 of 5 ye:¢ 60% of base, paid annua
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We used the following assumptions to calculatentiteperiodic costs of our SERP as follows for tharg ended:

June 26, 200¢ June 28, 200: June 29, 200¢
Discount rate 6.21% 6.44% 5.25%
Rate of compensation increa: 4.5(% 4.5(% 4.0(%
Bonus paymer 60% of base, paid 3 of 5 ye¢ 60% of base, paid annua 100% of base, paid annua

The assumed discount rate is based, in part, ugiistcaunt 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 our obligation and phd@xpense pursuant to the SERP. To the exterttislceunt rate increases or decreases, our
SERP obligation is decreased or increased, acaiydin

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

Fiscal year
2009 $ 86¢
2010 653
2011 65C
2012 64€
2013 63¢
2014— 2018 2,99¢

The following table presents the components of exdated other comprehensive loss:

June 26, 200 June 28, 200
Net gain $ 7,04t $ 6,67¢
Prior service cos (11,967) (12,919
Tax effect 1,72( 2,18¢

Net amount recognize $ (3,199 $ (4,059

We expect to recognize $957 of the prior servicst offset by $323 of the net gain in net periodiadfit cost for the year ending June 25,
20009.

NOTE 12 — TRANSACTIONS WITH RELATED PARTIES

In addition to the related party transactions dbsdrin Notes 1 and 5, we also entered into trai@sacwith the following related parties:

We purchase materials and manufacturing equipnment & company that is effectively owned by childoémur Chairman of the Board. T\

of the children are officers and directors of oompany. Purchases from this related entity aggeelgh®,420, $9,772 and $9,799 for the years
ended June 26, 2008, June 28, 2007 and June 28, rZ@8pectively. Accounts payable to this relateiityyaggregated $430 and $358 at

June 26, 2008 and June 28, 2007, respectively.

We purchase materials from a company that is 50%edviby an individual related to our Chairman of Buard. Material purchases from this
related entity aggregated $330, $784 and $68hoyears ended June 26, 2008, June 28, 2007 aad®9uR006, respectively. Accounts
payable to this related entity aggregated $19 &nat June 26, 2008 and June 28, 2007, respectively.

NOTE 13 — DISTRIBUTION CHANNEL AND PRODUCT TYPE SAL ES MIX

We operate in a single reportable operating segtheotigh which we sell various nut products throuaghitiple distribution channels.

53




Table of Contents

The following summarizes net sales by distributthiannel for the fiscal years ended:

June 28, 200
Distribution Channel June 26, 200 (as revised) June 29, 200
Consume $ 294,02: $ 276,89( $ 292,89(
Industrial 92,79: 111,99¢ 131,63!
Food Service 68,13: 61,76: 64,35¢
Contract Packagin 47,44 45,00: 44,87
Export 39,38t 45,20¢ 45,80¢
Total $ 541,77 $ 540,85¢ $ 579,56

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.

Product Type June 26, 200 June 28, 200 June 29, 200
Peanut: 20.1% 20.(% 20.1%
Pecan: 22.€ 22.Z 21.¢
Cashews & Mixed Nut 20.¢ 21.1 22.2
Walnuts 14.7 13.7 11.€
Almonds 11.¢€ 13.c 15.4
Other 9.6 9.€ 8.5
Total 100.(% 100.(% 100.(%

NOTE 14 — 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 26, 200¢

Income tax valuation allowan $ 2,012 $ 1,89¢ $ — $ 3,90¢
Allowance for doubtful accoun 18z 60 (132 111
Reserve for cash discout 22t 6,06¢ (5,980 31C
Reserve for customer deductic 2,751 5,08¢ (6,049 1,79¢
Total $ 5,171 $13,11( $(12,15¢) $ 6,12
June 28, 200

Income tax valuation allowan $ 50C $ 1,517 $ — $ 2,012
Allowance for doubtful accoun 304 35E (47¢) 183
Reserve for cash discout 28C 5,591 (5,64¢) 22t
Reserve for customer deductic 3,18 6,30¢ (6,739 2,751
Total $ 4,26¢ $13,76¢ $(12,867) $ 5,171
June 29, 200¢

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 2,56z 8,752 (8,132 3,182
Total $ 3,72¢ $15,39¢ $(14,85%) $ 4,26¢
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NOTE 15 — INTEREST COST

The following is a breakout of interest cost foe frears ended:

June 26, 200 June 28, 200 June 29, 200
Gross interest co: $ 10,50: $ 10,24¢ $ 8,32¢
Capitalized interes — (907) (1,809
Interest expens $ 10,50: $  934i $  6,51¢

NOTE 16 — RESTRUCTURING AND RELATED CHARGES

On January 22, 2008 and February 1, 2008 we anedum® separate restructuring initiatives to redyperating costs by eliminating
underperforming products and the number of empleyequired as a result of our facility consolidatgroject, which we completed in
August 2008. The initiatives focused on three prinaaeas:

Sales Profitability Review

We completed a sales profitability review and immection therewith sales prices were increaseda@xtent feasible with respect to certain
underperforming products. In addition, as partig teview, we discontinued approximately 1,200dpiais, which contributed to a decrease
in our sales volume; however, absent other corgiides and influences, our overall profitabilitycisrrently expected to increase for the near
term. In order to achieve profitability for the tpterm we need to, among other things, achievatpbdé volume growth. We reduced our
total number of employees by approximately 80 eesalt of these restructuring initiatives, whickuked in $325 of one-time severance
expense recorded in the third quarter of fiscal®@ll of which was paid in fiscal 2008. We antatip no further restructuring or related
charges related to the sales profitability reviaitiative.

Elimination of StoreDoor Delivery System

We previously distributed our products to approxieha300 convenience stores, supermarkets and o#tadl customer locations through a
store-door delivery system. Under this system, sexlwa fleet of step-vans to market and distribute,rsnacks and candy directly to retail
customers on a store-by-store basis. Stlore- delivery sales were $2.5 million for calen8@07 and have declined annually in recent yee
fewer customers required this type of service. \@&sed distributing products using the store-dolively system on January 22, 2008. A
majority of the store-door delivery system salegehaigrated to our other distribution methods. énmection with the discontinuance of the
store-door delivery system, we terminated nine eyg®s. The store-door discontinuance required usctmgnize a total estimated cost of
$1,400 during fiscal 2008, $1,200 of which relatethe estimated cost to withdraw from a multienyplopension plan for the step-van
drivers, $30 of which related to severance foruh®nized route drivers and $133 of which relateddcelerating depreciation for step-vans
and $37 of which related to the termination of stap leases. The multiemployer obligation, whichased on the previous estimate
calculated by the plan, will be subject to finatetenination with the union and is expected to h#estsometime during fiscal year 2009. All
other charges were fully settled as of June 268200

Facility Consolidation Project

In August 2008, we completed the consolidationllobar Chicago area facilities into the New Sitdid consolidation has allowed us to
eliminate redundant costs by being able to opexiagesingle facility. Due to the early completidrttee consolidation, we ceased the use o
Arlington Heights facility before the lease terntina date. As a result, we recorded a lease tetiomaharge of $173 during the second
quarter of fiscal 2008. We will vacate our remagnilk Grove Village facility at the lease termirmatidate at the end of August 2008.
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The following restructuring expenses were incuirefiscal 2008:

June 26
Restructuring 2008
Multiemployer pension withdrawi $ 1,20C
Severanci 35E
Lease terminatio 21C
Total $ 1,76F
The total accrued as of June 26, 2008 was compoisea: following components:

June 26
Category 2008
Multiemployer pension withdrawi $ 1,20(
Lease terminatio 87
Total $ 1,28

The multiemployer obligation, which is based onphevious estimate calculated by the plan, wilsbbject to final determination with the
union and is expected to be settled sometime ddisogl year 2009. Lease termination obligatioresexpected to be fully settled by
December 31, 2008.

NOTE 17 — REVISION OF FISCAL 2007 FINANCIAL STATEME NTS

In September 2006, the Securities and Exchange @ssion staff issued Staff Accounting Bulletin N@81(SAB Topic 1N)Considering the
Effects of Prior Year Misstatements when Quantifjifisstatements in Current Year Financial Statem(“SAB 108”), which outlines the
approach registrants should use to quantify misstants in financial statements. SAB 108 changectipeaby requiring registrants to use a
combination of two approaches, the “rollover” apgrio, which quantifies a misstatement by focusinghenncome statement impact, and the
“iron curtain” approach, which quantifies a misstaent based on the effects of correcting the penmubibalance sheet. SAB 108 requires
registrants to adjust their financial statementsttier approach results in a conclusion that ear & material. If the misstatement that exists
after recording the adjustment in the current yieancial statements is material (considering eliévant quantitative and qualitative factors),
the prior year financial statements should be coed even though such revision previously wascamtdinues to be immaterial to the prior
year financial statements. Correcting prior yeaaficial statements for immaterial errors does equire previously filed reports to |
amended. Such correction may be made the nextlhiengegistrant files the prior year financial stagmts. SAB 108 was effective for fiscal
years ending after November 15, 2006 and it waptaddoy us for the year ended June 28, 2

During the second quarter of fiscal 2008, we id@ttian overstatement of our accrued liabilitiesrial estate taxes totaling $834, with $678
related to fiscal 2007. This misstatement begamduhe first quarter of fiscal 2007 and increasadh quarter through the first quarter of
fiscal 2008. We evaluated the effects of this maigshent on prior periods’ consolidated financiatestnents with the guidance provided by
SAB 108 and concluded that the misstatement wasabenial both quantitatively and qualitatively calesing Staff Accounting Bulletin

No. 99,Materiality for the annual and all quarterly reporting periéatsfiscal 2007 and the first quarter of 2008. Hee we considered the
effects of correcting this misstatement on ourrinteand forecasted annual results of operationsi®iperiod ending December 27, 2007 and
the year ending June 26, 2008, respectively, andladed that it was appropriate to revise the jnesly issued 2007 interim and annual
financial statements and first quarter 2008 intdimancial statements to reflect the correctiothef misstatement. Additionally, during the
fourth quarter of fiscal 2008 we identified anotirematerial error that overstated fiscal 2007 sales accounts receivable by $520 that
occurred during the second quarter of fiscal 200 leave revised the previously issued fiscal 2@@&ntial statements to reflect its
correction.
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These revisions net to a $99 reduction to ouraosst for the year ended June 29, 2007.

The impact of both of the misstatements discusbetiaato the previously reported fiscal 2007 finahstatements is as follows:

Statement of Operations — Year Ended June 28, 2007

Net sales

Cost of sale:

Gross profit

(Loss) from operation

(Loss) before income tax

Income tax (benefit

Net (loss)

Basic and diluted (loss) per common sk

Balance Shee— June 28, 200

Accounts receivable, n

Income taxes receivab

Total current asse

Total asset

Other accrued expens

Total current liabilities

Retained earning

Total stockholdel' equity

Total liabilities and stockholde’ equity

Statement of Cash Flows — Year Ended June 28, 2007

Net loss

Change in current assets and liabiliti
Accounts receivable, n
Accrued expense
Income taxes receivab
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(As reported)

(As revised)

$541,37¢
500,24
41,13
(11,279
(21,25¢)
(7,579)
(13,676)
(1.29

(As reported)

$540,85:
499,56
41,28¢
(11,127
(21,09
(7,520)
(13,57
(1.26)

(As revised)

$ 36,54«
6,771
188,69.
367,85(
6,09¢
173,33(
67,71:
162,89.
367,85(

(As reported)

$ 36,02:
6,712
188,11:
367,27
5,41¢
172,65:
67,81(
162,99:
367,27:

(As revised)

$(13,67¢)

(1,069)
534
(344)

$(13,57)

(549)
(144)
(28¢)
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NOTE 18 — SUPPLEMENTARY QUARTERLY DATA (Unaudited)

The following unaudited quarterly consolidated finl data are presented for fiscal 2008 and fig6al7. Quarterly financial results
necessarily rely on estimates and caution is reduir drawing specific conclusions from quartertyisolidated results.

First Second Third Fourth
Quarter Quarter Quarter Quarter
Year Ended June 26, 20(
Net sales $132,80¢ $176,99( $106,71¢ $125,25°
Gross profit 11,80( 23,33% 12,83¢ 18,25¢
(Loss) income from operatiol (1,095 6,66¢ 13C 4,97(
Net (loss) incomi (3,389 3,511 (8,750 2,66¢
Basic and diluted (loss) earnings per common s $ (0.32 $ 0.3t $ (0.82) $ 0.2t
Year Ended June 28, 20(
Net sales $133,79: $177,13¢ $107,00¢ $122,92.
Gross profit 5,96¢ 18,80¢ 6,05t 10,46:
(Loss) income from operatiol (5,639 3,42 (6,032 (2,877
Net (loss) incomi (4,66¢) 1,01¢ (6,124 (3,809
Basic and diluted (loss) earnings per common s $ (0.49 $ 0.1 $ (0.5¢) $ (0.3¢)

The first quarter of fiscal 2008 contained (i) $fillion of additional labor and overhead ineffic@es over the first quarter of fiscal 2007 -
to the start-up of production lines at the our riaeility in Elgin, lllinois (the “New Site”), (ii))$1.4 million of redundant costs at the New Site
while production continued at the old Chicago deedities and (iii) $1.5 million in external comirtor charges to move existing machinery
and equipment to the New Site. The second quaftésoal 2008 contained (i) $2.9 million of additial labor and overhead inefficiencies, (ii)
$1.0 million in redundant costs and (iii) $0.5 moifl in external contractor charges. Also, the sdanarter of fiscal 2008 contained

$1.4 million of restructuring expenses related jariity to the discontinuance of our stateer delivery system. The third quarter of fisca08
contained $6.7 million of debt extinguishment castated to our refinancing. Also, the third quadéfiscal 2008 contained (i) $1.0 million
of additional labor and overhead inefficienciesrawe third quarter of fiscal 2007 and (ii) $0.4limn of restructuring, related primarily to
severance due to job eliminations.

The first quarter of fiscal 2007 contained a $3ilion gain related to real estate transactionsoAhcluded in the quarter were (i) a

$0.6 million net downward revision to the estimate®n-hand quantities of bulk-stored inshell peaad walnut inventories and (ii)

$1.5 million in manufacturing expenses at the Néw Before production began at the facility. Thess®l quarter of fiscal 2007 contained
$3.0 million of manufacturing expenses at the Nétw ®hile production was limited at the New SitéeTthird quarter of fiscal 2007
contained $2.5 million of redundant manufacturingenses as production increased at the New Site wpéerations continued at the existing
Chicago area facilities. The fourth quarter coredi$2.2 million of such redundant costs along \{ijt$1.0 million in costs related to moving
equipment to the New Site, (ii) $0.5 million in cuifting fees related to our efforts to remediaterttaterial weakness, and (iii) $0.2 million
related to credit facility waiver and amendmentfee

The information presented above reflects the remsidescribed in Note 17 as follows:

. Decreased the net loss and loss per common dlititare by $153 ($0.02 per share), $58 ($0.00hzeeyand $105 ($0.01 per
share) in the 2007 first quarter, third quarter fmdth quarter, respectivel

. Decreased net income and income per common dittare by $217 ($0.02 per share) in the secondequzr2007.

. Decreased the net loss and loss per common dishizek by $156 ($0.01) per share in the first quaft2008.
The revision relating to real estate taxes wagcedd in our unaudited condensed consolidateddiabstatement included in our quarterly
reports on Form 10-Q for the quarters ended Deceihe2007 and March 27, 2008.
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Item 9 — Changes in and Disagreements with Accoumnti#s on Accounting and Financial Disclosure

None.

Item 9A — Controls and Procedures

Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our Chief Executive €ffi(“CEO”) and Chief Financial
Officer (“CFQO"), we conducted an evaluation of #fectiveness of our disclosure controls and prapes] as such term is defined in

Rules 13a-15(e) and 15d-15(e) promulgated undeBdoarities Exchange Act of 1934, as amended @xelfange Act”), as of the end of the
period covered by this Annual Report on Form 1@BHKsed on this evaluation, our CEO and CFO concltigi&t] as of June 26, 2008, our
disclosure controls and procedures were effectiydvide reasonable assurance that informationined)to be disclosed by us in reports
we file or submit under the Exchange Act is recdrgrocessed, summarized and reported within the gieriods specified in SEC rules and
forms and is accumulated and reported to our manegg including our CEO and CFO, as appropriatdltaw timely decisions regarding
required disclosure.

Managements Report on Internal Control over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gaorting, as such term is defined in
Exchange Act Rule 13a-15(f). Under the supervisind with the participation of our management, idisig our CEO and CFO, we carried
out an evaluation of the effectiveness of our ma¢control over financial reporting as of June 2808, based on tHaternal Control-
Integrated Frameworissued by the Committee of Sponsoring Organizatigrise Treadway Commission. Based on this evalnatur
management has concluded that our internal coowel financial reporting was effective as of Jube 2008.

The effectiveness of our internal control over fici@l reporting as of June 26, 2008 has been alibitPricewaterhouseCoopers LLP, an
independent registered public accounting firm,tated in their report contained in this Annual Reépm Form 10-K.

Remediation of Fiscal 2007 Material Weakness

The following material weakness that was repontedur Annual Report on Form I0for the fiscal year ended June 28, 2007 was réated
as of June 26, 2008:

We did not maintain effective controls to ermstire completeness and accuracy of financial feténformation communicated within
the organization on a timely basis. Specificalhere were insufficient financial forecast contramlensure accurate forecasts and
adequate sharing of information between our ac@ognsales and operating departments to (i) prg@ssess our ability to comply w
future debt covenant requirements, in order to @rgprlassify debt in the balance sheet and proamrirate disclosures regarding debt
covenant compliance, or (ii) forecast future cdetv$ or operating results for loriiyed asset impairment assessment or deferred ia
tax valuation allowance consideration. Additionallye had not established the organizational infuastre to properly support the
financial forecast and forecast monitoring procé@sss control deficiency resulted in the restatehwdrihe 2006 consolidated financial
statements, affecting the classification of longrt@ebt, valuation allowance associated with dtatenet operating loss carryforwards
and disclosures relating to our ability to contimsea going concern. This control deficiency cddsle resulted in a misstatement of the
aforementioned account balances and disclosures/thdd have resulted in a material misstatemetihefannual or interim
consolidated financial statements that would neehzeen prevented or detected. Accordingly, werdeted that this control deficien
constituted a material weakness at June 28, -

To remediate this material weakness during fis6aig2 we:

1) Improved our organizational structure byrigra manager of forecasting, planning and analyi$ie manager reports to the CFO
and was hired during the first quarter of fiscaD&0This person has extensive experience in te& and is now responsible for
development and monitoring of our forecasting pdoces, under the supervision of the Cl
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2) Utilized outside consultants to assist in develgmar financial plan for fiscal 2008 and fiscal 20

3) Developed additional procedures in finanmglorting areas affected by financial forecastsrsure accurate forecasting and
adequate sharing of information relevant to thedast between accounting, sales and operatingtdegas.

The procedures and infrastructure that we estadligh the first quarter of fiscal 2008 enabledaigstalize significant improvements in our
forecasting processes during the remainder off&@@8. As a result of the improvements establistharihg fiscal 2008, we were able to
forecast on a timely basis with an appropriatellefeompleteness and accuracy our future debtreaviecompliance, perform any applicable
impairment assessments and appropriately conclndlesotreatment of the tax valuation allowance. /hie continue to further refine our
forecasting procedures, we have concluded thatwuwent procedures and infrastructure have opekdfedtively during the second half of
fiscal 2008 and would have prevented or detecte@t@rial misstatement of the annual or interim otidated financial statements. We have
therefore concluded that the fiscal 2007 materedhkmess has been remediated as of June 26, 2008.

Changes in Internal Control over Financial Reportimg

There were no changes in internal control ovemfoiea reporting that occurred during the fourtttéisquarter ended June 26, 2008 that have
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.

Limitations on the Effectiveness of Controls

Our management, including our CEO and CFO, doesxpct that the Disclosure Controls or our Inte@antrol over Financial Reporting
will prevent or detect all errors and all fraudcéntrol, no matter how well designed and operatad,provide only reasonable, not absolute,
assurance that the control’s objectives will be.rRatther, the design of a control must reflectfdw that there are resource constraints, and
the benefits of controls must be considered reddtivtheir costs. Because of the inherent limitettim all internal controls, no evaluation of
controls can provide absolute assurance that attalissues and instances of fraud, if any, wiihim company have been detected. These
inherent limitations include the realities thatguaents in decision-making can be faulty, and theakdowns can occur because of simple
error or mistake. Controls can also be circumvebiethe individual acts of some persons, by calinsif two or more people, or by
management override of the controls. The desigangfcontrol is based in part upon certain assumgtabout the likelihood of future events,
and there can be no assurance that any desigaugideed in achieving its stated goals under afimi@l future conditions. Over time, contr
may become inadequate because of changes in amsddr deterioration in the degree of compliandh associated policies or procedures.
Because of the inherent limitations in a cost-affeccontrol, misstatements due to error or frawy mccur and not be detected.

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”,
“Section 16(a) Beneficial Ownership Reporting Coiapte” and “Corporate Governance—Board Meetings@omimittees—Audit
Committee” and “Corporate Governance—Independehti®ecAudit Committee” of our Proxy Statement fbet2008 Annual Meeting and
filed pursuant to Regulation 14A are incorporatecen by reference. Information relating to thearive officers of our company is incluc
immediately before Part Il of this Report.

We have adopted a Code of Ethics applicable t@timeipal executive, financial and accounting doffie (“Code of Ethics”) and a separate
Code of Conduct applicable to all employees anelatlirs generally (“Code of Conduct”). The Code #fi€s and Code of Conduct are
available on our website atwvw.jbssinc.com

Item 11 — Executive Compensation

The Sections entitled “Compensation of Directord BRecutive Officers”, “Compensation, DiscussiorA&alysis” , “Compensation
Committee Interlocks and Insider Participation” &@dmpensation Committee Report” of our Proxy Staat for the 2008 Annual Meeting
are incorporated herein by reference.
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Item 12 — Security Ownership of Certain BeneficialODwners and Management

The Section entitled “Security Ownership of CertBeneficial Owners and Management” of our Proxyeteent for the 2008 Annual
Meeting is incorporated herein by reference.

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

The Sections entitled “Corporate Governance—Indéprce of the Board of Directors” and “Review of &et Party Transactions” of our
Proxy Statement for the 2008 Annual Meeting areiliporated herein by reference.

Item 14 — Principal Accountant Fees and Services

The information under the proposal entitled “Ratgpointment of PricewaterhouseCoopers LLP as laddpnt Registered Public
Accounting Firm” of our Proxy Statement for the 808nnual Meeting is incorporated herein by refeeenc

PART IV

Item 15 — Exhibits and Financial Statement Schedute
(a) (1) Financial Statements
The following financial statements are includedPart Il, Item 8— “Financial Statements and Supplementary Data”:
Report of Independent Registered Public Accourfding
Consolidated Statements of Operations for the Eealed June 26, 2008, the Year Ended June 28, 2@Dtha Year Ended June 29, 2006
Consolidated Balance Sheets as of June 26, 2008used28, 2007

Consolidated Statements of Stockholders’ EquitytlierYear Ended June 26, 2008, the Year EndedZBir#007 and the Year Ended
June 29, 2006

Consolidated Statements of Cash Flows for the ¥edled June 26, 2008, the Year Ended June 28, 2@Dtha Year Ended June 29, 2006
Notes to Consolidated Financial Stateme
(2) Financial Statement Schedules

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

(3) Exhibits

The exhibits required by Item 601 of Regulation &4t 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.

JOHN B. SANFILIPPO & SON, INC

Date: August 28, 2008 By: /s/ Jeffrey T. Sanfilippo

Jeffrey T. Sanfilippc
Chief Executive Office

Pursuant to the requirements of the Securities &xgh 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 Chief Executive Officer August 28, 2008
Jeffrey T. Sanfilippc (Principal Executive Officer)

/sl Michael J. Valentine Chief Financial Officer and Group President anceDior August 28, 2008
Michael J. Valentint (Principal Financial Officer)

/sl Herbert J. Marros Director of Financial Reporting and Taxation (Pijat August 28, 2008
Herbert J. Marro Accounting Officer)

/sl Jasper B. Sanfilippo Chairman of the Board August 28, 2008
Jasper B. Sanfilipp

/s/ Mathias A. Valentine Director August 28, 2008
Mathias A. Valentine

/s/ Jim Edgar Director August 28, 2008
Jim Edgal

/s/ Timothy R. Donovan Director August 28, 2008

Timothy R. Donovat

/sl Jasper B. Sanfilippo, Jr. Director August 28, 2008
Jasper B. Sanfilippo, J

/s/ Daniel M. Wright Director August 28, 2008
Daniel M. Wright
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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 Registi(22)
3.2 Amended and Restated Bylaws of Regist(21)
4.1 Specimen Common Stock Certificd3
4.2 Specimen Class A Common Stock Certific(3)
5-9 Not applicable
10.1 Certain documents relating to $8.0 million Deca&ounty-Bainbridge Industrial Development Authofitgustrial Development
Revenue Bonds (John B. Sanfilippo & Son, Inc. Ri)j&eries 1987 dated as of June 1, 10
10.2 Tax Indemnification Agreement between Registrat @rtain Stockholders of Registrant prior to iiisial public offering(@
10.3 Indemnification Agreement between Registrant anthzeStockholders 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 Pl®)

*10.6 Amended and Restated John B. Sanfilippo & Son, 3pdit-Dollar Insurance Agreement Number One amawign E. Sanfilippo,
as trustee of the Jasper and Marian Sanfilippedcable Trust, dated September 23, 1990, Jaspgailippo, Marian R.
Sanfilippo and Registrant, dated December 31, 16

*10.7 Amended and Restated John B. Sanfilippo & Son, $pdit-Dollar Insurance Agreement Number Two ambfighael J.
Valentine, as trustee of the Valentine Life Insweairust, Mathias Valentine, Mary Valentine and Riegnt, dated December 31,
2003(®)

*10.8 Amendment, dated February 12, 2004, to AmendedRarstiated John B. Sanfilippo & Son, Inc. Split-Dollzssurance Agreement
Number One among John E. Sanfilippo, as trustéleeofasper and Marian Sanfilippo Irrevocable Trdsted September 23, 19
Jasper B. Sanfilippo, Marian R. Sanfilippo and R&gint, dated December 31, 2(()

*10.9 Amendment, dated February 12, 2004, to AmendedRasthted John B. Sanfilippo & Son, Inc. Split-Dollassurance Agreement
Number Two among Michael J. Valentine, as trusfab@Valentine Life Insurance Trust, Mathias Valee, Mary Valentine an
Registrant, dated December 31, 2(7)

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

10.11  Agreement For Sale of Real Property, dated asrof 18, 2004, by and between the State of lllirexising 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 Companyteddecember 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 Camgpas landlord, and Panasonic, as te(1)

10.15  Warehouse Lease dated April 15, 2005 between thep@ny, as landlord, and Panasonic, as te1)
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Exhibit
Number Description
*10.16  The Registrars Restated Supplemental Retirement 1(18)

*10.17  Form of Option Grant Agreement under 1998 Equitehttive Plar(12)

10.18  Termination Agreement dated as of January 11, 200@&nd between the City of Elgin, an lllinois meipal corporation, the
Registrant, Arthur/Busse Limited Partnership, #indis limited partnership, and 300 East Touhy Awehimited Partnership, an
lllinois limited partnershij(t3)

10.19  Assignment and Assumption Agreement dated Marcl2@86 by and between JBSS Properties LLC and ttyeo€Elgin,
lllinois (49

10.20  Agreement of Purchase and Sale between the Congrahkrologis°)

10.21 Lease Agreement between the Company, as TenanBandree Acquisition Corporation, as Landlordgooperty at 3001 Malrr
Drive, Arlington Heights, lllinois(16)

10.22 Lease Agreement between the Company, as TenanBaindree Acquisition Corporation, as Landlordgooperty at 1851 Artht
Avenue, Elk Grove Village, Illinoi{18)

10.23  Agreement for Purchase of Real Estate and RelatgazeRy by and among the Company, as Seller, atltuABusse Limited
Partnership and 300 East Touhy Limited Partnergtsg?urchase(1?)

10.24 Industrial Building Lease by and between the Comgpars Tenant, and Arthur/Busse Limited Partnerahigh 300 East Touhy
Limited Partnership, as Landlord, dated SeptemBeRQ06(7)

*10.25  Sanfilippo Value Added Plan dated October 24, 2(19)

10.26 Credit Agreement dated as of February 7, 2008 nslyaanong the Company, the financial institutionsied therein as lenders,
Wells Fargo Foothill, LLC, ("WFF") as the arrangand administrative agent for the lenders and WaiehGuapital Finance
Corporation (Central), in its capacity as documeomeagen(20

10.27 Security Agreement dated as of February 7, 2008h&y¥ompany in favor of WFF, as administrativerader the lender (0

10.28 Loan Agreement dated as of February 7, 2008, bybetdeen the Company and Transamerica Financiallbgurance Company
(“TFLIC™) (20)

10.29 Mortgage, Security Agreement, Assignment of LeasekRents and Fixture Filing dated as of Februa®0@8, made by the
Company related to its Elgin, Illinois property fitne benefit of TFLIC(20)

10.30 Mortgage, Security Agreement, Assignment of LeasebRents and Fixture Filing dated as of FebruaB0@8, made by JBSS
Properties LLC related to its Elgin, lllinois prapefor the benefit of TFLI((20)

10.31 Deed of Trust, Security Agreement, Assignment aidess and Rents and Fixture Filing dated as of kepiy 2008, made by the
Company related to its Gustine, California propéotythe benefit of TFLIC(20)

10.32 Deed of Trust, Security Agreement, Assignment aidess and Rents and Fixture Filing dated as of Bepily 2008, made by the
Company related to its Garysburg, North Carolir@pprty for the benefit of TFLI(20

10.33 Promissory Note (Tranche A) dated February 7, 2008)e principal amount of $36.0 million executgdthe Company in favor
of TFLIC (20

10.34 Promissory Note (Tranche B) dated February 7, 2008e principal amount of $9.0 million executgdthe Company in favor of
TFLIC (20

11-20 Not applicable

21 Subsidiaries of the Registrant, filed herev
22 Not applicable
23 Consent of PricewaterhouseCoopers LLP, filed hdhe
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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

31.2 Certification of Michael J. Valentine pursuant tecBon 302 of the Sarbar-Oxley Act of 2002, as amended, filed herev

32.1 Certification of Jeffrey T. Sanfilippo pursuant18 U.S.C. Section 1350, as adopted pursuant taoBe2d6 of the Sarbané3xley

Act of 2002, filed herewitl

32.2 Certification of Michael J. Valentine pursuant ® W.S.C. Section 1350, as adopted pursuant tod®e@€6 of the Sarban&xley

Act of 2002, filed herewitl

33-10C  Not applicable

(1)
()
(3)
(4)
()
(6)
(7)
(8)
(9)
(10)

(11)
(12)

(13)

Incorporated by reference to the RegistraRggistration Statement on Form S-1, Registration38-43353, as filed with the
Commission on October 15, 1991 (Commission File0-19681).

Incorporated by reference to the Registrafstinual Report on Form 10-K for the fiscal year eddddecember 31, 1991 (Commission
File No. (-19681).

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

Incorporated by reference to the Registra@tisrterly Report on Form 10-Q for the first quagrded September 24, 1998
(Commission File N0.-19681).

Incorporated by reference to the Registra@tisrterly Report on Form 10-Q for the second euanhded December 28, 2000
(Commission File N0.-19681).

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

Incorporated by reference to the Registra@tisrterly Report on Form 10-Q for the third quaegieded March 25, 2004 (Commission
File No. (-19681).

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 Regisf'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’suaiiReport on Form 10-K for the fiscal year endedel30, 2005 (Commission File
No. (-19681).

Incorporated by reference to the Registrant’sr€@ulgt Report on Form 10-Q for the second quanteleel December 29, 2005
(Commission File N0.-19681).
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(14)
(15)
(16)
(17)
(18)

(19)
(20)
(21)

(22)

*

Incorporated by reference to the Regisf's Current Report on Forn-K dated March 28, 2006 (Commission File N-19681).
Incorporated by reference to the Regist's Current Report on Forn-K dated May 11, 2006 (Commission File N-19681).
Incorporated by reference to the Regisf's Current Report on Forn-K dated July 14, 2006 (Commission File N-19681).
Incorporated by reference to the Regist's Current Report on Forn-K dated September 20, 2006 (Commission File -19681).

Incorporated by reference to the Registrant’'suahiReport on Form 10-K for the year ended Jun€@87 (Commission File No. 0-
19681).

Incorporated by reference to the Regisf's Current Report on Forn-K dated October 24, 2007 (Commission File N-19681).
Incorporated by reference to the Regisf's Current Report on Forn-K dated February 7, 2008 (Commission File N-19681).

Incorporated by reference to the Registrant’sr@ug Report on Form 10-Q for the first quarteded September 27, 2007
(Commission File N0.-19681).

Incorporated by reference to the Registrant’sr@ug Report on Form 10-Q for the third quarteded March 24, 2005 (Commission
File No. (-19681).

Indicates a management contract or compensglaryor arrangement required to be filed as arbéxo this form pursuant to
Item 14(c).
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EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémt¢lee Registration Statements on Form S-8 (N8sb&896 and 333-108298) of John B.
Sanfilippo & Son, Inc. of our report dated August 2008 relating to the consolidated financialestants and the effectiveness of internal
control over financial reporting, which appearshia Form 10-K.

/sl PricewaterhouseCoopers LLP
PricewaterhouseCoopers LI
Chicago, lllinois

August 27, 200¢




Exhibit 31.1

CERTIFICATION

I, Jeffrey T. Sanfilippo, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of John B. Sanfilippo & Son, Inc. for the fisgaar ended June 26, 20(

Based on my knowledge, this report does notato any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s)dal are responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13ez15(f) and 15-15(f)) for the registrant and ha

(@) Designed such disclosure controls and pharas, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahetporting to be designed un
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regigtsadisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

(d) Disclosed in this report any change inrégistrant’s internal control over financial repogt that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s)cal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materiagéaknesses in the design or operation of internagrabover financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal control over financial reportin

August 28, 2008

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




Exhibit 31.

CERTIFICATION

I, Michael J. Valentine, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of John B. Sanfilippo & Son, Inc. for the fisgaar ended June 26, 20(

Based on my knowledge, this report does notato any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s)cal are responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

(@) Designed such disclosure controls and pharas, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahetporting to be designed un
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regigtsadisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change inrdgistrant’s internal control over financial repogt that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer(s)cal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(&) All significant deficiencies and materiagéaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal control over financial reportin

August 28, 2008

/sl Michael J. Valentine
Michael J. Valentine
Chief Financial Officer and Group Preside




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. f8gpo & Son, Inc. (the “Company”) on Form 10-Krfthe fiscal year ended June 26,
2008 as filed with the Securities and Exchange Cmsion on the date hereof (the “Report”), |, Jafffe Sanfilippo, Chief Executive Officer
of the Company and Director, certify, pursuant8ULS.C. § 1350, as adopted pursuant to SectioroBi& Sarbanes-Oxley Act of 2002,

that based on my knowledge:
1. The Report fully complies with the requiremeaft$Section 13(a) or 15(d) of the Securities ExcleAgt of 1934; and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

August 28, 2008
/sl Jeffrey T. Sanfilippo

Jeffrey T. Sanfilippo
Chief Executive Officer




Exhibit 32.

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. f8gpo & Son, Inc. (the “Company”) on Form 10-Krfthe fiscal year ended June 26,
2008 as filed with the Securities and Exchange Csion on the date hereof (the “Report”), I, MichdeValentine, Chief Financial Officer
and Group President and Director, certify, purstiardi8 U.S.C. § 1350, as adopted pursuant to $e806 of the Sarbanes-Oxley Act of

2002, that based on my knowledge:
1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2. The information contained in the Report faphgsents, in all material respects, the finaraialdition and results of operations of the
Company

August 28, 2008
/s/ Michael J. Valentine

Michael J. Valentine
Chief Financial Officer and Group Preside




