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Filed by Sun Microsystems, Inc.

Pursuant to Rule 14a-12

of the Securities Exchange Act of 1934

Subject Company: SeeBeyond Technology Corporation

Commission File No.: 000-30207

The following is a transcript of a conference call hosted by Sun Microsystems, Inc. on June 28, 2005:

SUN MICROSYSTEMS
Moderator: Jeff Boldt

06-28-05/7:15 am CT

Confirmation #7453321
Page 1
SUN MICROSYSTEMS
Moderator: Jeff Boldt
June 28, 2005
7:15 am CT
Operator: Good morning. My name is (Judy) and I will be your conference facilitator. At this time I would like to welcome

everyone to the Sun Microsystems conference call.

All lines have been placed on mute to prevent any background noise. After the speakers remarks there will be a
question and answer period. If you would like to ask a question during this time, simply press star then the number
1 on your telephone keypad. If you would like to withdraw your question, press star then the number 2 on your
telephone keypad.

Thank you, ladies and gentlemen. I would now like to turn the call over to Mr. Jeff Boldt, Director of Investor
Relations for Sun Microsystems.

Jeff Boldt: Good morning, everyone. Thank you for joining us. With me today is Scott McNealy, Sun s Chairman and Chief
Executive Officer, Jim Demetriades, SeeBeyond s founder and Chief Executive Officer, and Steve McGowan, Sun s
Chief Financial officer and executive vice president, corporate resources.
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Jonathan Schwartz, Sun s President and Chief Operating Officer, and John Loiacono, Sun s Executive Vice President,
software group, will join us for the Q&A session.

The purpose of today s call is to discuss this morning s announcement that Sun and SeeBeyond have entered into a
definitive agreement under which Sun will acquire SeeBeyond. We have posted slides you can view on the Web,
which accompany our prepared remarks. These slides may be viewed at Sun.com/investors.

The prepared remarks of our call today last about 20 minutes, with the remaining 25 minutes devoted to the Q&A
session.

During the course of this conference call, we will make projections or other forward looking statements. These
forward looking statements include the expected impact of the acquisition on Sun s future results of operations,
product offerings and market opportunities.

Such statements are just predictions, and involve risks and uncertainties such that actual results may differ materially.
I 1l refer you to Sun s periodic reports that are filed from time to time with the Securities and Exchange Commission.

These reports include the annual report on Form 10K for the fiscal year ended June 30, 2004, and Form 10Qs for the
quarters ended September 26, 2004, December 26, 2004, and March 27, 2005.

These documents contain and identify important factors that could cause the actual results to differ materially from
those contained in our projections.

With that, I 11 turn it over to Scott.
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Scott McNealy: Thanks, Jeff, and good morning everyone. It s starting to become a habit here, getting you all up early. It certainly
gets us up early out here on the west coast. But this one s very exciting also.

We did the StorageTek announcement which bolstered our go to market presence in technology in the data
management side of the business. We got a real interesting growth and leadership story here to talk about today.
Little different flavor, little smaller, but very strategic.

We just signed a definitive agreement to acquire SeeBeyond for $387 million in cash. So this is a real opportunity
here.

We just celebrated the ten year anniversary of Java yesterday with a big birthday cake on stage at JavaOne. And the
first ten years was all about creating the community. And we ve got about a 2.5 billion device, 4.5 million developer
Java platform out there today. And this is all about how Sun and its shareholders will be able to monetize that
market opportunity in a big time way.

This is a natural extension of a relationship formed in October 2004. And actually goes before that, but we really
formalized a go to market and engineering relationship in October of 2004. We have lots of great customers. The
U.K. National Health Service, better known as the NHS, Blue Cross Blue Shield of Massachusetts, and Route One
are some of the customers that we are going to market together with.

NHS for example has a massive integration project. 600,000 health care providers, 10,000 health care applications,
40,000 provider sites, which should generate up to six billion transactions a year by 2010.
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The reason I highlight that is Sun has always been about solving very large complex network computing problems.
Problems that scale well beyond where our competition tends to focus. And I think that s a great example of the kind
of scalability that you can see here with the SeeBeyond technology.

The alignment here around vision, product roadmap and corporate cultures I think is very clear. There s 15 years of
leadership here from SeeBeyond in integration software and a visionary impact on - Gartner I think has had them for
six years in their upper right hand corner - what s that called? - leaders quadrant. So - sorry, Gartner. So, pretty
impressive ability to lead there for a long period of time.

It s a fiscally solid and well-run company. Trailing 12-month revenues to March of 2005 of about $167 million, about
2000 enterprise customers world wide, and a world class sales organization with the kind of skill sets that everybody
wants to have today, wrapped around SOA, service oriented architectures, and business integration.

It s an obvious choice for us. And business integration, which is a $5 billion market and a top IT spending priority,
was a place we needed to play and is an important strategic investment.

Anybody who s done an analysis says Sun s got great SOA architecture. We had a very timely set of announcements
at JavaOne yesterday. The Java community process has completed a Java specification request for the Java business
integration specification and that was announced yesterday on stage at JavaOne - which is an opportunity to really
standardize the integration framework in a big time way across different suppliers and different applications and
different customers.
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And we also announced that we re open sourcing the ESB, the enterprise services bus. And that again is providing a
wonderful framework on which to drop this SeeBeyond implementation of business integration.

We now jump right to the front of the business integration market, with Solaris 10, with the Java enterprise systems
stack, and all of the identity management and directory and interoperability with Microsoft, all of the SOA
architecture and enterprise systems bus capabilities built around the JBI. And now SeeBeyond right on top of this.

It also plays very nicely with the Sun service registry announcement that we made, to allow people to truly address
Web services access and SOA development and deployment. We have a complete SOA story with this combination.

So - let s see what else do I want to say about this thing. SeeBeyond has been a development partner with us. They
develop on Solaris. They use NetBeans for their development environment. And with our agreement in October of
2004 are tightly integrating with the Java enterprise system environment. In fact in August there are plans to ship
ICAN 5.1 which will be able to deploy applications right on the Sun applications server, which we just open sourced
yesterday at JavaOne.

It s just the tip of the iceberg. There s all kinds of projects to be worked here. But this really means end to end
development tools, a full suite of leadership run time environments. Enterprise connectivity legacy systems. An
extremely powerful environment for building network applications. Without re - architecture. You don t need to
convert it all to full Java. And you don t have to port them to Solaris 10 and Solaris X64. We d appreciate it if you
would, but you don t need to do it with this system.
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So this is not just traditional integration here. This allows you to preserve your investment in your legacy systems.
You wrap them and present them as re-usable services and then build composite applications out of these distributed
Web services.

You know, we used to have to have two different environments. One for traditional build your applications and
another one for integration. Now we ve combined those two different skills and tool sets into a common converged
environment.

We looked around, we looked around hard. And we didn t see anything out there that had the kind of capabilities that
ICAN 5 has. And we re very excited about it.

Jim s built a great team. A very compatible focus on innovation and technology. I believe the cultures are a natural fit.
They re a good left coaster out here in California. And I think all in all we have really built an opportunity to go after
this $5 billion enterprise application platform space.

So one other I think big winner here will be all of our joint integration partners, who are going to be very excited
about taking this product to market. Leading with Accenture, who has a true expertise and very excited about this.
CSC, PWC, Deloitte, UDS, Cap - all of the major systems integrators are very excited about this. And would
certainly much rather lead with Java enterprise systems, Solaris and SeeBeyond than, say, Web sphere.

So I think this gives them another opportunity here to get more highly aligned with both companies.
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This will complete our java enterprise system with the addition of a sixth suite, the Java integration suite. And
certainly will be one of the most leaderful components of this environment.

Anyhow it s a huge market, a huge opportunity to talk to customers. Building these composite applications and
integrating this stuff is huge. But you know what, I m a golf major. And I d like to turn this over to the founder and
CEO of SeeBeyond, Jim Demetriades, who is the guru here and can really talk about his views today on the market
and today s announcement. So Jim, thank you.

Jim Demetriades: Thank you very much, Scott.

First I d like to say how excited I am that we are joining forces with Sun. This is absolutely the next logical step in
addressing aggressively a huge market opportunity in the enterprise application development space.

SeeBeyond, as many people know, for the last 15 years has been creating a vision and reality around the
introduction of its ICAN technology suite. And there s nothing like it in the world today. It is the only completely
organically developed integration offering available on the market that is unique in its ability to run natively on
J2EE.

It s unique in the fact that it combines Sun s JES and SeeBeyond s ICAN technology suites in such a way that it will
bring to market the most comprehensive and productive application development platform suite available in the

world today. Gartner has us as the visionary leader in the world of integration. The market has repeatedly endorsed
this vision, recognizing us as the leader.
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But with today s announcement, what we re basically doing is fast forwarding that vision with a complimentary
technology and a massive sales channel that will be provided by Sun. And as a result we will accelerate this value
proposition to our customers, partners, employees and shareholders.

Let me close by saying, this is a brilliant move by Sun. The combination is unstoppable. As the leader in an
integration technology, SeeBeyond looks forward to - with Sun - introducing a whole new paradigm on how
software applications can be developed, how these applications and their services can be shared, and how these
applications can be integrated throughout the world.

With that I 1l now turn the call over to Steve.
Steve McGowan: Great. Thank you, Jim, and welcome.
Let me give you a brief summary of the transaction, and then discuss a few of the key financial metrics.

Under the terms of the transaction, SeeBeyond stockholders will receive $ 4.25 per share in cash, with the overall
deal valued at approximately $387 million. This represents a 29.6% premium over yesterday s closing price.

The transaction will be accounted for as a purchase acquisition, and we expect the transaction to close in early fall.

Closing is subject to customary closing conditions, including regulatory approval and SeeBeyond s stockholder
approval.

We anticipate this acquisition to be slightly dilutive on a non-GAAP basis for the first 12 months following closing.
And we anticipate it will be accretive on

39



Edgar Filing: SUN MICROSYSTEMS, INC. - Form DEFA14A

Scott McNealy:

SUN MICROSYSTEMS
Moderator: Jeff Boldt
06-28-05/7:15 am CT

Confirmation #7453321

Page 9

anon-GAAP basis after the first 12 months following closing, primarily due to the revenue synergies.

We re discussing non-GAAP information due to the inability at this time to estimate the acquisition-related
restructuring costs and the specific allocation of the purchase price to IPR&D, goodwill, other intangibles and other
asset adjustments, as well as the impact of equity-based compensation expense associated with FAS 123R.

On one of the posted slides accompanying this conference call, we show certain key financial metrics for
SeeBeyond for the last four quarters ended March 2005. And looking at the trailing 12 months, the acquisition of
SeeBeyond would have contributed positively to our revenue and gross margin and would have been neutral to our
cash flow from operations.

Lastly, I 11 mention that based on SeeBeyond s cash and investment balance of approximately $74 million at March
31, 2005, the net cash outlay for this acquisition is expected to be approximately $313 million.

With that, let me turn it back to Scott.

So 1 dlike to just reiterate. This combination brings a heck of a lot to the party. Customers are going to be quite
excited. The best of breed approach of having to go mix and match systems and operating systems and middleware
and integration partners is one they re getting kind of tired of. And being able to put this all together under one shop,

one service level agreement, if you will, is going to be quite attractive to them.

It s our commitment to capitalize on our key franchises. It s an opportunity over the next ten years to monetize the
market that has been created for Java
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web services and we think JDS, SeeBeyond, Solaris 10 and the new chip multithreading microprocessors, our thin
clients, are all interesting opportunities.

And on top of StorageTek, Tarantella, and the Procom NAS assets we are assembling all of the pieces in a very
integrated and supportable way to go monetize the position that we ve built here in the first 23, 24 years of Sun s
existence.

So with that, I 11 turn it back over to Jeff for Q&A.

Thanks Scott, Jim, and Steve.

Now let s take your questions. Jonathan Schwartz and John Loiacono would be joining us for the Q&A session.
Operator, will you please start the question and answer session?

Ladies and gentlemen, we will now begin the question and answer portion of today s call. If you have a question,
please press star 1 on your telephone keypad. You will be announced prior to asking your question. If you would like
to withdraw your question, press star then the number 2.

Please wait a moment for the first question.
Your first question comes from the line of Mark Salmon with Carolls and Company.

Hi guys. With impending StorageTek deal and this deal and potentially some others as well as the reorg in Sun Feds,
could you help me understand a bit
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better what Sun may look like a few quarters from now? I ve got a feeling that it s going to be a fairly differently
shaped company. What s this whole ball of wax going to look like in a couple of quarters?

Jonathan maybe you want to take a crack at that?

You bet. So I think what s very obvious to us andis  was very evident yesterday at Java one is that, you know,
software is certainly the leading edge of large-scale revenue opportunities going forward.

So in order for Sun to fully participate in that marketplace, we ve got to have a very strong, kind of front-end
engagement with customers, which right now, is dominantly centered around two issues. One of them is the
integration of business systems because there aren ta whole lot of folks right now writing new applications and
secondly security and identity.

But as soon as they get those issues resolved, they both yield a very significant wave of infrastructure deployment,
which is, you know, you ve probably seen in the marketplace, dominantly focused around large scale grids as well as
large-scale storage grids and storage deployment.

So going forward, we want to ensure that we re as articulate as we can be about the vision of the future of Java. And
you know, standing on stage yesterday with customers who are now monetizing Java on the handset, you know,
clearly we see the next wave around Blueray and consumer devices coming on board.

But we also want to make sure that we re well aligned organizationally, not only to engage in that dialog but yield
revenue back to the stockholders based on leading edge technologies and products.
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So I think, you know, next couple three years you re going to continue to see acquisitions that strengthen our position
around vision as well as technology engagement on the front end as well as position as well to manage very
largescale infrastructure problems that customers face whether it s the government or financial services or
telecommunications. And with an appropriate breadth of infrastructure product on the deployment side.

Does that answer your question, Mark or did we miss?

No. I can probably read a few things into that. But it is going to be a different company, I think, right?

It s not going to look the same when I go out a few quarters from now. There 1l be some different people. There 11 be
some different organizations. Different customer facing approaches.

Yes. And it s not the hot chips company that, you know, the old engineering workstation world is all about although
our dual core Opteron product is hot. The Ultra Sparc 4 plus and Ultra Sparc 3 I plus are really hot. The new APL
chip. We got hot chips. And the chip multithreading stuff is going to be very exciting. So we can still do that but
that s not going to be the lead warhead, if you will.

Thanks.

Next question please.

Your next question is from Gary Abbot with Merriman Gerhan Ford.
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Hi. Congratulations to everyone. One question to the Sun guys. I was under the impression that you guys were
working with multiple of the integration vendors and particularly somewhat on a vertical market approach. So you
mentioned the NHS deal with SeeBeyond. I was under the impression you might be working with the Tibco and
financial services. And just sort of thinking, you know, what is going to be your approach to the other integration
companies going forward?

This is Jonathan. We will certainly continue to partner with a diversity of industry participants. And especially
those with vertical market expertise. But I think what s become evident in the marketplace is that customers want a
platform approach. They don t want to have a particular solution that only works for their vertical. They want to
have a good robust, general purpose infrastructure, which they can then purpose or connect to whatever application
they desire.

So we re going to certainly continue working with IBM, with Websphere, with BEA, with their Aqualogic platform,
with Tibco and the innovation they drive. Along with Web Methods and others just as we today work with many of
those vendors and their application servers running on, you know, Solaris 10.

So you know, if you look to yesterday s announcement with IBM we announced a landmark, you know, partnership
with them around the interoperability of their products and the support for their products on Solaris 10. We
announced interoperability with Microsoft a year ago. We re absolutely, you know, as committed today to continue
driving that interoperability and partnering with industry leaders. And we re going to continue.
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Cost of sales
Gross profit

Operating expenses
Restructuring and asset
impairment expenses
Total operating expenses

Operating income

Other expense (income):
Interest expense

Interest income

Other, net

Total other expense (income)

Income before income taxes
Provision for income taxes
Net income

Basic per share data:
Net income

Weighted average basic
shares of common stock

All that said, driving a platform that allows
customers the what we believe will be the most
economic and price performing general purpose
solutions.

Great. Thank you.

Next question please.

Your next question comes from David Dow with
Piper Jaffray.

Hey guys. Congratulations on the deal.

I don tknow if somebody asked I joined in a little
late. But what s is there a break up fee with the
deal?

Yeah. There s a sort of a normal a;">

$ 1,388,023
1,143,492
244,531

195,856

37
195,893

48,638
1111
(176)
(205)
730
47,908
18,876
$ 29,032 $
$ 0.59 $

48,848

1,203,983 $
985,439
218,544

179,638

179,638
38,906
1,146
(750)
(427)
(€29)
38,937
15,575
23362 $
048 $

48,406
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3,892,361 3,371,399
3,207,570 2,761,891
684,791 609,508
567,330 509,004
5,255 200
572,585 509,204
112,206 100,304
3,566 3,830
(565) (1,015)
37 (682)
2,964 2,133
109,242 98,171
43,042 38,676
66,200 $ 59,495
1.36 $ 1.26
48,717 47,129
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Net income $ 059 $ 048 $

Weighted average diluted

shares of common stock
outstanding 49,207 48,793

The accompanying notes are an integral part of the condensed consolidated financial statements.

135 $

49,017

1.25

47,470
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CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS EQUITY (Unaudited)

Common Stock
Shares Amount
48,520 $ 485

(In thousands)

Balances at July 30, 2011
Allocation of shares to
ESOP

Stock option exercises
and restricted stock
vestings, net 385 4
Share-based

compensation

Excess tax benefits
associated with stock
compensation plans

Change in fair value of
swap agreements, net of
tax

Foreign currency
translation

Net income

Total comprehensive
income

Balances at April 28,
2012

48905 $ 489

(In thousands)

Accumulated
Additional Unallocated Other
Treasury Stock Paid in Shares of  Comprehensive
Shares Amount Capital ESOP Income (Loss)
27 $ (708) $ 345,036 $ (542) $ 4,862 $
160
(10) 257 2,890
8,965
792
575
(1,829)
17 $ 451) $ 357,683 $ (382) $ 3,608 $

Retained
Earnings
520,534 $

66,200

586,734 $

The accompanying notes are an integral part of the condensed consolidated financial statements.

Total
Stockholders
Equity
869,667

160

3,151

8,965

792

575

(1,829)

66,200

64,946

947,681
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UNITED NATURAL FOODS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization

Share-based compensation

Excess tax benefits from share-based payment arrangements
Provision for doubtful accounts

Gain on disposals of property and equipment

Changes in assets and liabilities, net of acquired businesses:
Accounts receivable

Inventories

Prepaid expenses, notes receivable and other assets
Accounts payable

Accrued expenses and other liabilities

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Purchases of acquired businesses, net of cash acquired
Proceeds from disposals of property and equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Net proceeds from common stock issuance

Repayments of long-term debt

Net borrowings (repayments) under notes payable

Increase in bank overdraft

Proceeds from exercise of stock options

Payment of employee restricted stock tax withholdings
Excess tax benefits from share-based payment arrangements
Net cash provided by financing activities

EFFECT OF EXCHANGE RATE CHANGES ON CASH
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosures of cash flow information:
Interest paid, net of amounts capitalized
Income taxes paid, net of refunds

The accompanying notes are an integral part of the condensed consolidated financial statements.

Nine months ended

April 28,
2012

66,200

29,077

8,965
(792)

3,490
(309)

(81,492)

(123,288)
9,935
30,484
22,796

(34,934)

(19,994)

(3,329)
328

(22,995)

(3,784)
50,000
5421
4,601
(1,449)
792
55,581
(317)
(2,665)
16,867
14,202

3,525
31,675

“* &L

April 30,
2011

59,495

26,898
7,395
(1,519)
849

3

(62,168)
(101,778)
(393)
25,881
12,511
(32,832)

(24,456)

(21,984)
82

(46,358)

138,301
(3.774)
(65.570)
12,224
9,761
(2,665)
1,519
89,796
(90)
10,516
13,802
24,318

3,545
27,674
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UNITED NATURAL FOODS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

April 28, 2012 (Unaudited)

1. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Presentation

United Natural Foods, Inc. (the Company ) is a leading national distributor and retailer of natural, organic and specialty foods and non-food
products in the United States and Canada.

The accompanying unaudited condensed consolidated financial statements include the accounts of the Company and its wholly owned
subsidiaries. All significant intercompany transactions and balances have been eliminated in consolidation.

The accompanying unaudited condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission for interim financial information, including the instructions to Form 10-Q and Rule 10-01 of Regulation
S-X. Accordingly, certain information and footnote disclosures normally required in complete financial statements prepared in conformity with
accounting principles generally accepted in the United States have been condensed or omitted. In the Company s opinion, these financial
statements include all adjustments necessary for a fair presentation of the financial position, results of operations and cash flows for the interim
periods presented. The results of operations for interim periods, however, may not be indicative of the results that may be expected for a full
year. These financial statements should be read in conjunction with the consolidated financial statements and footnotes thereto included in the
Company s Annual Report on Form 10-K for the fiscal year ended July 30, 2011.

Net sales consists primarily of sales of natural, organic and specialty products to retailers, adjusted for customer volume discounts, returns and
allowances. Net sales also includes amounts charged by the Company to customers for shipping and handling, and fuel surcharges. The principal
components of cost of sales include the amount paid to manufacturers and growers for product sold, plus the cost of transportation necessary to
bring the product to the Company s distribution centers offset by consideration received from suppliers in connection with the purchase or
promotion of the suppliers products. Cost of sales also includes amounts incurred by the Company s manufacturing subsidiary, United Natural
Trading Co., which does business as Woodstock Farms Manufacturing, for inbound transportation costs and depreciation for manufacturing
equipment. Operating expenses include salaries and wages, employee benefits (including payments under the Company s Employee Stock
Ownership Plan), warehousing and delivery, selling, occupancy, insurance, administrative, share-based compensation and amortization expense.
Operating expenses also include depreciation expense related to the wholesale and retail divisions. Other expense (income) includes interest on
outstanding indebtedness, interest income and miscellaneous income and expenses.

As noted above, the Company includes shipping and handling fees billed to customers in net sales. Shipping and handling costs associated with
inbound freight are generally recorded in cost of sales, whereas shipping and handling costs for selecting, quality assurance, and outbound
transportation are recorded in operating expenses. Outbound shipping and handling costs, which exclude employee benefit expenses which are
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not allocated, totaled $75.7 million and $68.9 million for the three months ended April 28, 2012 and April 30, 2011, respectively. For the nine
months ended April 28, 2012 and April 30, 2011, these outbound shipping and handling costs totaled $219.7 million and $198.1 million
respectively.

2. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In May 2011, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU ) 2011-04, Fair Value
Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and
International Financial Reporting Standards ( ASU 2011-04 ASU 2011-04 provides a consistent definition of fair value and seeks to ensure
that fair value measurements and disclosure requirements are similar between U.S. GAAP and IFRS. This guidance changes certain fair value
measurement principles and enhances the disclosure requirements for fair value measurements. The amendments in this ASU are effective for
interim and annual fiscal periods beginning after December 15, 2011 and are applied prospectively. The adoption of ASU 2011-04 did not have
a material impact on the Company s consolidated financial statements.

In June 2011, the FASB issued ASU 2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income ( ASU 2011-05 ).
ASU 2011-05 requires an entity to present the total of comprehensive income, the components of net income, and the components of other
comprehensive income either in a single continuous statement of comprehensive income or in two separate but consecutive statements. ASU
2011-05 eliminates the option to present the components of other comprehensive income as part of the statement of stockholders equity. Also,
reclassification adjustments between comprehensive income and net income must be presented on the face of the financial statements. ASU
2011-05 is effective for fiscal years, and interim periods within those years, beginning after December 15, 2011. The adoption of ASU 2011-05
impacts the presentation of the financial statements and is not
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expected to have a material effect on the results of operations, financial position or disclosures that accompany the Company s consolidated
financial statements.

In September 2011, the FASB issued ASU 2011-08, Intangibles Goodwill and Other (Topic 350): Testing Goodwill for Impairment ( ASU
2011-08 ). ASU 2011-08 modifies the impairment test for goodwill and indefinite lived intangibles so that it is no longer required to calculate the
fair value of a reporting unit unless the company believes, based on qualitative factors, it is more likely than not that the reporting unit s or
indefinite lived intangible asset s fair value is less than the carrying value. ASU 2011-08 is effective for fiscal years that begin after

December 15, 2011, with early adoption allowed. The Company adopted ASU 2011-08 effective July 31, 2011, which did not have a material
effect on its consolidated financial statements.

In September 2011, the FASB issued ASU 2011-09, Compensation Retirement Benefits Multiemployer Plans (Subtopic 715-80): Disclosures
about an Employer s Participation in a Multiemployer Plan ( ASU 2011-09 ). ASU 2011-09 requires that employers provide additional annual
quantitative and qualitative disclosures on multi-employer pension plans including information on the plan name, employer s contributions to the
plan, the financial health of the plan including funding status, and the nature of employer commitments to the plan. ASU 2011-09 is effective

for annual periods for fiscal years that end after December 15, 2011, with early adoption allowed. The adoption of ASU 2011-09 is not expected
to have a material effect on the Company s annual consolidated financial statements.

3. ACQUISITIONS

During the first quarter of fiscal 2012, the Company finalized its valuation of the customer relationship intangible asset related to the first quarter
fiscal 2011 acquisition of the Rocky Mountain and Southwest distribution business of Whole Foods Market Distribution, Inc. ( Whole Foods
Distribution ), a wholly owned subsidiary of Whole Foods Market, Inc. ( Whole Foods Market ). The Company, within its wholesale segment,
(1) acquired inventory at Whole Foods Distribution s Aurora, Colorado and Austin, Texas distribution centers; (ii) acquired substantially all of
Whole Foods Distribution s assets, other than the inventory, at the Aurora, Colorado distribution center; (iii) assumed Whole Foods Distribution s
obligations under the existing lease agreement related to the Aurora, Colorado distribution center; and (iv) hired substantially all of Whole Foods
Distribution s employees working at the Aurora, Colorado distribution center. In connection therewith, on October 11, 2010, the Company
amended the existing Agreement for the Distribution of Products by and between the Company and Whole Foods Market, as amended on June 2,
2010, pursuant to which the Company became Whole Foods Market s primary distributor in its Rocky Mountain and Southwest Regions. It is
impracticable for the Company to provide complete financial results for this business since it was absorbed by the operations of the Company s
broadline distribution business and the Company does not record the expenses for this business separately from the rest of the broadline
distribution business. The amount of incremental net sales resulting from expanded distribution associated with the transaction totaled
approximately $25.4 million for the nine months ended April 28, 2012 compared to the nine months ended April 30, 2011. This incremental net
sales impact was the result of expanded distribution for the entire first quarter for the current fiscal year, rather than only a portion of the first
quarter in the prior year.

During the second quarter of fiscal 2012, through the Company s wholly-owned subsidiary, UNFI Canada, Inc. ( UNFI Canada ), the Company
acquired substantially all the assets of a private specialty food distribution business located in Ontario, Canada. Total cash consideration paid in
connection with this acquisition was $3.0 million. In addition, the asset purchase agreement provides for potential earn-outs of up to $1.95
million from November 2011 through November 2014. This acquisition was financed through borrowings under the Company s then existing
revolving credit facility. The fair value assigned to identifiable intangible assets acquired was determined by using an income approach.
Identifiable intangible assets recorded based on the provisional valuation include customer lists of $0.8 million, which is being amortized on a
straight-line basis over an estimated useful life of approximately 9.7 years. Significant assumptions utilized in the income approach were based
on company specific information and projections, which are not observable in the market and are considered Level 3 measurements as defined

by authoritative guidance. The Company completed its final valuation of these acquired intangibles during the third quarterof fiscal 2012, and
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does not expect any further material changes to these estimates or assumptions. Acquisition costs related to this purchase were insignificant, and
were expensed as incurred and included within Operating Expenses in the Consolidated Statements of Income. Net sales resulting from the
acquisition have been included in the Company s operating results since November 15, 2011 and the increase in total assets related to this
acquisition was included in total assets as of April 28, 2012, which in each case were not significant compared to the Company s consolidated
amounts.

During the nine months ended April 28, 2012, the Company recorded an increase of approximately $0.2 million to its intangible assets in
recognition of ongoing contingent consideration payments in the form of royalties ranging between 2-4% of net sales (as defined in the
applicable purchase agreement) related to two of its acquisitions of assets of branded product companies during fiscal 2009. The acquisition of
assets of a third branded product company during fiscal 2009 requires ongoing contingent consideration payments in the form of earn-outs over
a period of five years from the acquisition date of November 2008. These earn-outs are based on tiers of net sales for the trailing twelve months,
and $0.2 million was paid during the nine months ended April 28, 2012. During the nine months
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ended April 30, 2011, the Company recorded an increase of less than $0.1 million in recognition of ongoing contingent consideration payments
for these same agreements.

4. RESTRUCTURING ACTIVITIES AND ASSETS HELD FOR SALE

In the fourth quarter of fiscal 2011, the Company entered into an asset purchase agreement with L&R Distributors, Inc. ( L&R Distributors ), a
leading national distributor of non-food products and general merchandise, to divest the Company s conventional non-foods and general
merchandise lines of business. The conventional non-foods and general merchandise lines of business, which the Company acquired as part of
its fiscal 2008 acquisition of Distribution Holdings, Inc., included cosmetics, seasonal products, conventional health and beauty products and
hard goods. The divestiture has allowed the Company to concentrate on its core business of the distribution of natural, organic, and specialty
foods and products. In connection with the divestiture, the Company ceased operations at its Harrison, Arkansas distribution center during the
first quarter of fiscal 2012 and transferred all organic and natural specialty food product inventory from that distribution center into the
Company s other distribution centers across the United States.

During the fourth quarter of fiscal 2011, the Company recognized a non-cash impairment charge on long-lived assets including land, building

and equipment of $5.8 million related to the divestiture. In addition, the Company incurred $0.5 million during the fourth quarter of fiscal 2011
for other non-recurring charges to transition the specialty food line of business into the Company s other distribution centers. Upon the closure of
the Harrison, Arkansas distribution center during the first quarter of fiscal 2012, the carrying value of $2.6 million in long-term property and
equipment was reclassified to assets held for sale. During the first quarter of fiscal 2012, the Company recognized $5.3 million in severance and
other expenses related to the completion of the divestiture.

5. EARNINGS PER SHARE

Following is a reconciliation of the basic and diluted number of shares used in computing earnings per share:

Three months ended Nine months ended

April 28, April 30, April 28, April 30,
(In thousands) 2012 2011 2012 2011
Basic weighted average shares outstanding 48,848 48,406 48,717 47,129
Net effect of dilutive stock awards based
upon the treasury stock method 359 387 300 341
Diluted weighted average shares
outstanding 49,207 48,793 49,017 47,470

There were 41,759 and 10,014 anti-dilutive share-based payment awards outstanding for the three months ended April 28, 2012 and April 30,
2011, respectively. For the nine months ended April 28, 2012 and April 30, 2011, there were 217,096 and 131,211 anti-dilutive stock awards
outstanding, respectively. These anti-dilutive share-based payment awards were excluded from the calculation of diluted earnings per share.
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6. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

Interest Rate Swap Agreement

On August 1, 2005, the Company entered into an interest rate swap agreement effective July 29, 2005. The agreement provides for the Company

to pay interest for a seven-year period at a fixed rate of 4.70% on an initial amortizing notional principal amount of $50.0 million while

receiving interest for the same period at the one-month London Interbank Offered Rate ( LIBOR ) on the same notional principal amount. The
swap was entered into as a hedge against LIBOR movements on current variable rate indebtedness at one-month LIBOR plus 1.00%, thereby
fixing its effective rate on the notional amount at 5.70%. The swap agreement qualifies as an effective hedge under FASB Accounting Standards

Codification 815, Derivatives and Hedging (  ASC 815 ). LIBOR was 0.24% afid21% as of April 28, 2012 and April 30, 2011, respectively.
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Interest rate swap agreements are entered into for periods consistent with related underlying exposures and do not constitute positions

independent of those exposures. The Company s interest rate swap agreement is designated as a cash flow hedge afApril 28, 2012 and is
reflected at fair value in the Company s consolidated balance sheet as a component of other current liabilities. The related gains or losses on the
agreement are deferred in stockholders equity as a component of other comprehensive income. However, to the extent that the swap agreement
is not considered to be effective in offsetting the change in the cash flows being hedged, any change in fair value relating to the ineffective
portion of the swap agreement is immediately recognized in income. For the periods presented, the Company did not have any ineffectiveness
requiring current income recognition.

Fuel Supply Agreements

The Company is a party to several fixed price fuel supply agreements. During the first quarter of fiscal 2012, the Company entered into several
agreements which require it to purchase a portion of its diesel fuel each month at fixed prices through July 2012. These fixed price fuel
agreements qualify for the normal purchase exception under ASC 815 as physical deliveries will occur rather than net settlements, and therefore
the fuel purchases under these contracts are expensed as incurred and included within operating expenses. During the nine months ended

April 30, 2011, the Company was a party to several similar agreements which required it to purchase a portion of its diesel fuel each month at
fixed prices through July 2011 and which also qualified for the normal purchase exception under ASC 815, and therefore the fuel purchases
under these contracts were expensed as incurred and included within operating expenses.

The following table provides the fair values hierarchy for financial assets and liabilities measured on a recurring basis:

Fair Value at April 28, 2012

(In thousands) Level 1 Level 2 Level 3
Liabilities:

Interest Rate Swap $ 310

Total $ 310

Fair Value at July 30, 2011

(In thousands) Level 1 Level 2 Level 3
Liabilities:

Interest Rate Swap $ 1,259

Total $ 1,259

The Company s determination of the fair value of its interest rate swap is calculated using a discounted cash flow analysis based on the terms of
the swap contract and the observable interest rate curve. The Company does not enter into derivative agreements for trading purposes.

The fair value of the Company s other financial instruments including cash, cash equivalents, accounts receivable, notes receivable, accounts
payable and certain accrued expenses are derived using Level 2 inputs and approximate carrying amounts due to the short-term nature of these
instruments. The fair value of notes payable approximate carrying amounts as they are variable rate instruments.
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The following estimated fair value amounts have been determined by the Company using available market information and appropriate valuation
methodologies taking into account the instruments interest rate, terms, maturity date and collateral, if any, in comparison to the Company s
incremental borrowing rate for similar financial instruments and are therefore deemed Level 2 inputs. However, considerable judgment is
required in interpreting market data to develop the estimates of fair value. Accordingly, the estimates presented herein are not necessarily
indicative of the amounts that the Company could realize in a current market exchange.

April 28, 2012 July 30, 2011
(In thousands) Carrying Value Fair Value Carrying Value Fair Value
Liabilities:
Long term debt, including current portion $ 45,990 $ 46,005 $ 48,433 $ 48,424
7. BUSINESS SEGMENTS

The Company has several operating divisions aggregated under the wholesale segment, which is the Company s only reportable segment. These
operating divisions have similar products and services, customer channels, distribution methods and historical margins. The wholesale segment
is engaged in national distribution of natural, organic and specialty foods, produce and related products in the United States and Canada. The
Company has additional operating divisions that do not meet the quantitative thresholds for reportable segments and are therefore aggregated
under the caption of Other . Other includes a retail division, which engages in

10
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the sale of natural foods and related products to the general public through retail storefronts on the east coast of the United States, a

manufacturing division, which engages in importing, roasting and packaging of nuts, seeds, dried fruit, trail mixes, granola, natural and organic
snack items, confections and the Company s branded product lines. Other also includes certain corporate operating expenses that are not
allocated to operating divisions and are necessary to operate the Company s headquarters located in Providence, Rhode Island, which include
depreciation, salaries, retainers, and other related expenses of officers, directors, information technology, corporate finance (including
professional services), governance, legal, human resources and internal audit. As the Company continues to expand its business and serve its
customers through a national platform, these corporate expense amounts have increased. These unallocated corporate expenses are the primary
driver behind the operating losses within the Other category below. Non-operating expenses that are not allocated to the operating divisions are
under the caption of Unallocated Expenses . The Company does not record its revenues for financial reporting purposes by product group, and it
is therefore impracticable for the Company to report them accordingly.

Following reflects business segment information for the periods indicated (in thousands):

Wholesale Other Eliminations Unallocated Consolidated

Three months ended April 28, 2012:
Net sales $ 1,371,728 $ 47,673 $ (31,378) $ 1,388,023
Operating income (loss) 57,527 (7,678) (1,211) 48,638
Interest expense $ 1,111 1,111
Interest income (176) (176)
Other, net (205) (205)
Income before income taxes 47,908
Depreciation and amortization 9,482 405 9,887
Capital expenditures 6,958 114 7,072
Goodwill 176,797 17,531 194,328
Total assets 1,460,723 132,562 (10,808) 1,582,477
Three months ended April 30, 2011:
Net sales $ 1,189,085 $ 41,773 $ (26,875) $ 1,203,983
Operating income (loss) 46,642 (7,735) @)) 38,906
Interest expense $ 1,146 1,146
Interest income (750) (750)
Other, net 427) 427)
Income before income taxes 38,937
Depreciation and amortization 8,918 738 9,656
Capital expenditures 9,474 715 10,189
Goodwill 173,173 17,331 190,504
Total assets 1,309,410 151,466 (8,932) 1,451,944

Wholesale Other Eliminations Unallocated Consolidated
Nine months ended April 28, 2012:
Net sales $ 3,848,209 $ 125,129 $ (80,977) $ 3,892,361
Operating income (loss) 139,067 (25,013) (1,848) 112,206
Interest expense $ 3,566 3,566
Interest income (565) (565)
Other, net 37 37
Income before income taxes 109,242
Depreciation and amortization 27,858 1,219 29,077
Capital expenditures 18,944 1,050 19,994
Goodwill 176,797 17,531 194,328
Total assets 1,460,723 132,562 (10,808) 1,582,477
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Nine months ended April 30, 2011:
Net sales

Operating income (loss)
Interest expense

Interest income

Other, net

Income before income taxes
Depreciation and amortization
Capital expenditures
Goodwill

Total assets
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3,328,819 $
125,090

24,748
22,729
173,173
1,309,410

11

125380 $
(23,902)

2,150
1,727
17,331
151,466

(82,800)

(884)

(8,932)

$

3,830
(1,015)
(682)

3,371,399
100,304
3,830
(1,015)
(682)
98,171
26,898
24,456
190,504
1,451,944
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8. SECONDARY COMMON STOCK OFFERING

During the first quarter of fiscal 2011, the Company completed a secondary common stock offering. This offering resulted in an issuance of
4,427,500 shares of common stock, including shares issued to cover the underwriters overallotment option, at a price of $33.00 per share. The
net proceeds of approximately $138.3 million were used to repay a portion of the Company s outstanding borrowings under its then existing
revolving credit facility, which had increased during the fourth quarter of fiscal 2010 as the Company financed its purchase of certain Canadian
food distribution assets of the SunOpta Distribution Group business of SunOpta, Inc. (the SDG assets ) with borrowings under the Company s
then existing revolving credit facility. The Company utilized a portion of the additional borrowing capacity under its then existing revolving
credit facility resulting from the common stock offering to fund its acquisition of the Rocky Mountain and Southwest distribution business of
Whole Foods Distribution.

9. SUBSEQUENT EVENTS

On May 24, 2012, the Company refinanced its existing $400 million revolving credit facility by entering into an amended and restated $500
million revolving credit facility (the Amended and Restated Credit Facility ) by and among the Company, United Natural Foods West, Inc.,
United Natural Trading Co. (collectively, the U.S. Borrowers ), and UNFI Canada (together with the U.S. Borrowers, the Borrowers ), the lenders
thereto, and Bank of America, N.A. as administrative agent. The Amended and Restated Credit Facility consists of a senior secured revolving
loan facility of up to $500.0 million, of which $450.0 million is available to the U.S. Borrowers and $50.0 million is available to UNFI Canada.
Subject to lenders providing an increase in funding, the Borrowers may increase the amount of the Amended and Restated Credit Facility by up
to $100.0 million (in not less than $10.0 million increments) without consent of the lenders not lending the increase in funding. The Amended
and Restated Credit Facility provides for a $40.0 million sublimit of availability for letters of credit and a $35.0 million sublimit of availability
for short-term borrowings on a swingline basis, with in each case further sublimits applicable to UNFI Canada. Availability under the Amended
and Restated Credit Facility is subject to a borrowing base, which is based on 90% of eligible accounts receivable plus 85% of the net orderly
liquidation value of eligible inventory, subject to customary reserves.

In connection with the refinancing, the Borrowers incurred approximately $217.7 million in borrowings to repay in full all existing indebtedness
of approximately $43.6 million under the Company s term loan agreement maturing in July 2012 and approximately $174.1 million to refinance
existing indebtedness under the $400 million revolving credit facility. In connection with the payoff of the Company s term loan, the
corresponding interest rate swap on that loan was also settled for a payment of $0.3 million.

Interest accrues on borrowings of U.S. Borrowers at rates that, at the Company s option, can be either a base rate (the highest of Bank of America
N.A. s prime rate, the average of overnight federal funds rate plus 0.50%, and one-month LIBOR plus 1.00%), plus an applicable margin, or a
LIBOR-based rate plus an applicable margin. Interest accrues on borrowings of UNFI Canada at rates that, at the Company s option, can be
either a prime rate (the highest of the 30-day Reuters Canadian Deposit Offering Rate for bankers acceptances plus 0.50%, the prime rate of
Bank of America N.A. s Canada branch, and a bankers acceptance equivalent rate for a one-month interest period plus 1.0%) plus an applicable
margin, or the annual rates applicable to Canadian Dollar bankers acceptances, plus five basis points and an applicable margin. The initial
applicable margin for base rate and prime rate loans is 0.50%, and the initial applicable margin for LIBOR and Canadian Dollar bankers
acceptances-rate loans is 1.50%.

The Amended and Restated Credit Facility is guaranteed by most of the Company s wholly-owned subsidiaries that are not also Borrowers. The
U.S. Borrowers and guarantors obligations are secured by all of the U.S. Borrowers and the guarantors accounts receivable, inventory and
certain other assets arising therefrom or related thereto. UNFI Canada s obligations under the Amended and Restated Credit Agreement are

60



Edgar Filing: SUN MICROSYSTEMS, INC. - Form DEFA14A

secured by all of the Borrowers and the guarantors accounts receivable, inventory and certain other assets arising therefrom or related thereto.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, that involve substantial risks and uncertainties. In some cases
you can identify these statements by forward-looking words such as anticipate,  believe, could, estimate, expect, intend, may,
should, will, and would, or similar words. You should read statements that contain these words carefully because they discuss future
expectations, contain projections of future results of operations or of financial positions or state other forward-looking information.

Forward-looking statements involve inherent uncertainty and may ultimately prove to be incorrect or false. You are cautioned not to place undue
reliance on forward-looking statements. Except as otherwise may be required by law, we undertake no obligation to update or revise
forward-looking statements to reflect changed assumptions, the occurrence of unanticipated events or actual operating results. Our actual results
could differ materially from those anticipated in these forward-looking statements as a result of various factors, including, but not limited to:

. our dependence on principal customers;

. our sensitivity to general economic conditions, including the current economic environment;

. changes in disposable income levels and consumer spending trends;

. our ability to reduce our expenses in amounts sufficient to offset our increased focus on sales to conventional supermarkets and the

resulting lower gross margins on these sales;

. our ability to timely and successfully deploy our new warehouse management system throughout our distribution centers;

. increased fuel costs;

. our sensitivity to inflationary and deflationary pressures.

. the relatively low margins and economic sensitivity of our business;

. the ability to identify and successfully complete acquisitions of other natural, organic and specialty food and related product

distributors; and

. management s allocation of capital and the timing of capital expenditures.

This list of risks and uncertainties, however, is only a summary of some of the most important factors and is not intended to be exhaustive. You
should carefully review the risks described under Part I. Item 1A. Risk Factors of our Annual Report on Form 10-K for the fiscal year ended
July 30, 2011 and any cautionary language in this Quarterly Report on Form 10-Q, as the occurrence of any of these events could have an
adverse effect on our business, results of operation and financial condition.
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Overview

We believe we are the leading national distributor of natural, organic and specialty foods and non-food products in the United States and
Canada. We carry more than 60,000 high-quality natural, organic and specialty foods and non-food products, consisting of national brands,
regional brands, private label and master distribution products, in six product categories: grocery and general merchandise, produce, perishables
and frozen foods, nutritional supplements and sports nutrition, bulk and food service products and personal care items. We serve more than
23,000 customer locations primarily located across the United States and Canada, the majority of which can be classified into one of the
following categories: independently owned natural products retailers, which include buying clubs; supernatural chains, which consist solely of
Whole Foods Market; conventional supermarkets, which include mass market chains; and other which includes foodservice and international.

Our operations are comprised of three principal operating divisions. These operating divisions are:

. our wholesale division, which includes our broadline natural, organic and specialty distribution business in the United States, UNFI
Canada, which is our natural, organic and specialty distribution business in Canada, Albert s, which is a leading distributor within the United
States of organically grown produce and perishable items, and Select Nutrition, which distributes vitamins, minerals and supplements;

. our retail division, consisting of Earth Origins Market, which operates our 12 natural products retail stores within the United States;
and
. our manufacturing division, consisting of Woodstock Farms Manufacturing, which specializes in the international importation,

roasting, packaging and distribution of nuts, dried fruit, seeds, trail mixes, granola, natural and organic snack items, and confections, and our
Blue Marble Brands product lines.

In recent years, our sales to existing and new customers have increased through the continued growth of the natural and organic products
industry in general; our efforts to increase the number of conventional supermarket customers to whom we distribute
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products; increased market share through our high quality service and a broader product selection, including specialty products, and the
acquisition of, or merger with, natural, organic and specialty products distributors; the construction of new distribution centers; the introduction
of new products and the development of our own line of natural and organic branded products. Through these efforts, we believe that we have
been able to broaden our geographic penetration, expand our customer base, enhance and diversify our product selections and increase our
market share. Beginning in fiscal 2009, our strategic plan has focused on increasing market share, particularly in our conventional supermarket
channel. This channel typically generates lower gross margins than our independent retailer channel, but also typically has lower operating
expenses. Our strategic plan also includes the rollout of a national warehouse management and procurement system upgrade, which was
launched in our Lancaster, Texas distribution center in September 2010 and is expected to be rolled out in all of our distribution centers by the
end of fiscal 2014. These steps and others are intended to promote operational efficiencies and further reduce our operating expenses to offset
the lower gross margins associated with increased sales to the conventional supermarket and supernatural channels.

Our 2012 fiscal year to date has been a pivotal period for us. We completed the divestiture of our conventional non-food and general
merchandise lines of business that began in the fourth quarter of fiscal 2011. In connection with the divestiture, we moved the remaining
specialty food inventory from our Harrison, Arkansas distribution center to other distribution centers across the United States, and closed the
Harrison, Arkansas distribution center. We were also successful in bringing onboard the single largest national customer at one time in our
history. Each of these significant events impacted our financial results for the nine months ended April 28, 2012.

Inflation also impacted our financial results for the first nine months of fiscal 2012, as it increased five of the first nine months of the fiscal year.
We believe though that based on the recent trend that levels are stabilizing near 4%. Moderate levels of inflation, which we generally consider
to be between 2% and 4%, are beneficial to our results as the majority of our pricing is on a cost plus structure, and price changes in this range
are more easily passed through the supply chain. We believe the current trend of moderate inflation will continue over the next 12 to 24 months.

We have been the primary distributor to Whole Foods Market for more than 13 years. Effective June 2010, we amended our distribution
agreement with Whole Foods Market to extend the term of the agreement for an additional seven years. Under the terms of the amended
agreement, we will continue to serve as the primary wholesale natural grocery distributor to Whole Foods Market in its United States regions
where we were serving as the primary distributor at the time of the amendment. The amendment extended the expiration date of the agreement
from September 25, 2013 to September 25, 2020. On July 28, 2010, we announced that we had entered into an asset purchase agreement under
which we agreed to acquire certain assets of Whole Foods Distribution, Inc. previously used for their self-distribution of non-perishables in their
Rocky Mountain and Southwest regions, and to become the primary distributor in these regions. We closed this transaction in late

September 2010 in the case of the Southwest region and early October 2010 in the case of the Rocky Mountain region. We now serve as the
primary distributor to Whole Foods Market in all of its regions in the United States, and have amended our distribution agreement with Whole
Foods Market effective October 11, 2010 to include these regions. Whole Foods Market accounted for approximately 36% of our net sales for
each of the three and nine months ended April 28, 2012 and April 30, 2011.

In June 2010, UNFI Canada acquired the SDG assets for cash consideration of $65.8 million. With the acquisition, we became the largest
distributor of natural, organic and specialty foods, including kosher foods, in Canada. In the first nine months of fiscal 2012, we have utilized
our UNFI Canada platform to further expand in the Canadian market, including through our recent acquisition of substantially all of the assets of
a specialty food distribution business in the Ontario market.

The ability to distribute specialty food items (including ethnic, kosher and gourmet) has accelerated our expansion into a number of high-growth
business markets and allowed us to establish immediate market share in the fast-growing specialty foods market. We have now integrated
specialty food products and natural and organic specialty non-food items into most of our broadline distribution centers across the United States
and Canada. Due to our expansion into specialty foods, we were awarded new business with a number of conventional supermarkets since fiscal
2010 that previously had not done business with us because we did not distribute specialty products. We believe that distribution of these
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products enhances our conventional supermarket business channel and that our complementary product lines continue to present opportunities
for cross-selling.

On June 9, 2011, we entered into an asset purchase agreement with L&R Distributors pursuant to which we agreed to sell our conventional
non-foods and general merchandise lines of business, including certain inventory related to this business. This divestiture was completed in the
first quarter of fiscal 2012 and has allowed us to concentrate on our core business of the distribution of natural, organic, and specialty foods and
non-food products.

To maintain our market leadership and improve our operating efficiencies, we seek to continually:

. expand our marketing and customer service programs across regions;
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. expand our national purchasing opportunities;

. offer a broader product selection;

. offer operational excellence with high service levels and a higher percentage of on-time deliveries than our competitors;
. centralize general and administrative functions to reduce expenses;

. consolidate systems applications among physical locations and regions;

. increase our investment in people, facilities, equipment and technology;

. integrate administrative and accounting functions; and

. reduce the geographic overlap between regions.

Our continued growth has allowed us to expand our existing facilities and open new facilities in an effort to achieve increasing operating
efficiencies. We have made significant capital expenditures and incurred considerable expenses in connection with the opening and expansion of
our facilities. We have increased our distribution capacity to approximately 7.6 million square feet. In September 2010, we began shipping
products from our new distribution center in Lancaster, Texas, which serves customers throughout the Southwestern United States, including
Texas, Oklahoma, New Mexico, Arkansas and Louisiana. In October 2010, in connection with the acquisition of the Rocky Mountain
distribution business of Whole Foods Distribution, we took over the operations, including the assumption of an operating lease, at a distribution
center in Aurora, Colorado, augmenting our existing Aurora, Colorado distribution center, which was at capacity, in serving customers in
Colorado, Utah, Arizona, and New Mexico. In April 2012, we signed an agreement to lease a new distribution center in Aurora, Colorado
which, when completed during the fourth quarter of fiscal 2013, will allow us to consolidate the operations of our two existing distribution
centers in the area into one building, creating additional cost efficiencies for this important market.

Our net sales consist primarily of sales of natural, organic and specialty products to retailers, adjusted for customer volume discounts, returns
and allowances. Net sales also consist of amounts charged by us to customers for shipping and handling and fuel surcharges. The principal
components of our cost of sales include the amounts paid to manufacturers and growers for product sold, plus the cost of transportation
necessary to bring the product to our distribution centers, offset by consideration received from suppliers in connection with the purchase or
promotion of the suppliers products. Cost of sales also includes amounts incurred by us at our manufacturing subsidiary, Woodstock Farms
Manufacturing, for inbound transportation costs and depreciation for manufacturing equipment. Our gross margin may not be comparable to
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other similar companies within our industry that may include all costs related to their distribution network in their costs of sales rather than as
operating expenses. We include purchasing and outbound transportation expenses within our operating expenses rather than in our cost of sales.
Total operating expenses include salaries and wages, employee benefits (including payments under our Employee Stock Ownership Plan),
warehousing and delivery, selling, occupancy, insurance, administrative, share-based compensation, depreciation and amortization expense.
Other expenses (income) include interest on our outstanding indebtedness, interest income, unrealized foreign exchange gains or losses and other
miscellaneous income and expenses.

Critical Accounting Policies

The preparation of our consolidated financial statements requires us to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities. The Securities and Exchange Commission ( SEC )
has defined critical accounting policies as those that are both most important to the portrayal of our financial condition and results of operations
and require our most difficult, complex or subjective judgments or estimates. Based on this definition and as further described in our Annual
Report on Form 10-K for the year ended July 30, 2011, we believe our critical accounting policies include the following: (i) determining our
allowance for doubtful accounts, (ii) determining our reserves for the self-insured portions of our workers compensation and automobile
liabilities and (iii) valuing goodwill and intangible assets. For all financial statement periods presented, there have been no material
modifications to the application of these critical accounting policies or estimates since our most recently filed Annual Report on Form 10-K.
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Results of Operations

The following table presents, for the periods indicated, certain income and expense items expressed as a percentage of net sales:

Three months ended Nine months ended
April 28, April 30, April 28, April 30,
2012 2011 2012 2011
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales 82.4% 81.8% 82.4% 81.9%
Gross profit 17.6% 18.2% 17.6% 18.1%
Operating expenses 14.1% 14.9% 14.6% 15.1%
Restructuring and asset impairment
expenses 0.0% 0.0% 0.1% 0.0%
Total operating expenses 14.1% 14.9% 14.7% 15.1%
Operating income 3.5% 3.2%%* 2.9% 3.0%
Other expense (income):
Interest expense 0.1% 0.1% 0.1% 0.1%
Interest income 0.0% 0.1)% 0.0% 0.0%
Other, net 0.0% 0.0% 0.0% 0.0%
Total other expense 0.1% 0.0% 0.1% 0.1%
Income before income taxes 3.5%* 3.2% 2.8% 2.9%
Provision for income taxes 1.4% 1.3% 1.1% 1.1%
Net income 2.1% 1.9% 1.7% 1.8%*

* Total reflects rounding

Three Months Ended April 28, 2012 Compared To Three Months Ended April 30, 2011

Net Sales

Our net sales for the three months ended April 28, 2012 increased approximately 15.3%, or $184.0 million, to $1.39 billion, from $1.20 billion
for the three months ended April 30, 2011. This increase was primarily due to organic growth (sales growth excluding the impact of
acquisitions) within our conventional supermarket channel due in part to the addition of our newest national customer and from increased sales
to our supernatural chain customer. Our organic growth is due to the continued growth of the natural and organic products industry in general,
increased market share as a result of our focus on service and value added services and a broader selection of products, including specialty
foods. Net sales also benefited from food price inflation of approximately 4.4% that we experienced in the quarter ended April 28, 2012
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compared to price levels in the prior year comparable quarter.

Our net sales by customer type for the three months ended April 28, 2012 and April 30, 2011 were as follows (in millions):

Net Sales for the Three Months Ended

April 28, % of April 30, % of

Customer Type 2012 Net Sales 2011 Net Sales
Independently owned natural

products retailers $ 487 35% $ 447 37%
Supernatural chains 496 36% 432 36%
Conventional supermarkets 336 24% 262 22%
Other 69 5% 63 5%
Total $ 1,388 100% $ 1,204 100%
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Net sales to our independent retailer channel increased by approximately $40 million, or 9% during the three months ended April 28, 2012
compared to the three months ended April 30, 2011. While net sales in this channel have increased, they have grown at a slower rate than net
sales in our supernatural and conventional supermarket channels, and therefore represent a lower percentage of our total net sales in the third
quarter of fiscal 2012 compared to the third quarter of fiscal 2011.

Whole Foods Market is our only supernatural chain customer, and net sales to Whole Foods Market for the three months ended April 28, 2012
increased by approximately $64 million or 15% as compared to the prior fiscal year s comparable quarter, and accounted for approximately 36%
of our total net sales for each of the three months ended April 28, 2012 and April 30, 2011. The increase in sales to Whole Foods Market is
primarily due to increases in same-store sales and new store openings.

Net sales to conventional supermarkets for the three months ended April 28, 2012 increased by approximately $74 million, or 28% from the
three months ended April 30, 2011 and represented approximately 24% of total net sales in the three months ended April 28, 2012 compared to
22% in the three months ended April 30, 2011. The increase in net sales to conventional supermarkets is primarily due to a large customer that
we began servicing in the third quarter of fiscal 2011 and the addition of our newest national customer which we began servicing during the first
quarter of fiscal 2012 as part of our strategy to be the sole supplier of natural, organic and specialty products to our conventional supermarket
customers.

Other net sales, which include sales to foodservice customers and sales from the United States to other countries, as well as sales through our
retail division, manufacturing division, and our branded product lines, increased by approximately $6 million, or 10% during the three months
ended April 28, 2012 compared to the three months ended April 30, 2011, and accounted for approximately 5% of total net sales for both
periods.

We expect net sales for the remainder of fiscal 2012 to continue to grow over fiscal 2011. We believe that projected sales growth will come from
both sales to new customers and an increase in the number of products that we sell to existing customers. We believe that the integration of our
specialty business has allowed us to attract customers that we would not have been able to attract without that business as many customers
continue to seek a single source for their natural, organic and specialty products. We also believe that this integration will continue to allow us to
pursue a broader array of customers. We expect that most of this growth will occur in our lower gross margin supernatural and conventional
supermarket channels. Although sales to these customers typically generate lower gross margins than sales to customers within our independent
retailer channel, they also carry a lower average cost to serve than sales to our independent customers. We also believe that food price inflation
similar to levels experienced in the first three quarters of fiscal 2012 will continue to contribute to our net sales growth in the remainder of fiscal
2012.

Gross Profit

Our gross profit increased approximately 11.9%, or $26.0 million, to $244.5 million for the three months ended April 28, 2012, from

$218.5 million for the three months ended April 30, 2011. Our gross profit as a percentage of net sales was 17.6% for the three months ended
April 28, 2012 and 18.2% for the three months ended April 30, 2011. The change in gross profit as a percentage of net sales is due to the change
in the mix of net sales by channel that began during the second fiscal quarter of 2010.
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Our gross profits are generally higher on net sales to independently owned retailers and lower on net sales in our conventional supermarket and
supernatural channels. For the three months ended April 28, 2012 approximately 74% or $137 million of our $184 million total net sales growth
was from increased net sales in our conventional supermarket and supernatural channels. As a result, approximately 60% of our total net sales in
the three months ended April 28, 2012 were to the conventional supermarket and supernatural channels compared to approximately 58% in the
three months ended April 30, 2011. This change in sales mix resulted in lower gross profits as a percentage of net sales during the three months
ended April 28, 2012. We anticipate that net sales growth in the conventional supermarket and supernatural channels will continue to outpace
growth in the independent channel.

Operating Expenses

Our total operating expenses increased approximately 9.1%, or $16.3 million, to $195.9 million for the three months ended April 28, 2012, from
$179.6 million for the three months ended April 30, 2011. The increase in total operating expenses for the three months ended April 28, 2012
was primarily due to higher sales volume.

Total operating expenses for the three months ended April 28, 2012 include share-based compensation expense of $2.5 million, compared to
$2.6 million in the three months ended April 30, 2011.

As a percentage of net sales, total operating expenses decreased to approximately 14.1% for the three months ended April 28, 2012, an all-time
low, from approximately 14.9% for the three months ended April 30, 2011. The primary drivers for this decrease in total operating expenses as a
percentage of net sales are the efficiencies that we have gained from our labor management tools,
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centralization under our one company approach and the lower operating costs to serve our conventional supermarket and supernatural customers
in relation to increased net sales in these channels. We also were able to reduce a portion of the negative impact of rising fuel prices in the three
months ended April 28, 2012 by locking in the price of a portion of our expected fuel usage, updating and revising existing routes to reduce

miles traveled, reducing idle times and other similar measures. Our expansion into Lancaster, Texas, from where we began servicing customers

in September 2010, has helped to further reduce our fuel costs as a percentage of net sales as we have been able to reduce the number of miles
traveled to serve our customers in Texas, Oklahoma, New Mexico, Arkansas and Louisiana who were formerly served primarily from our
distribution center in Denver, Colorado. We expect that we will be able to continue to reduce our operating expenses as we continue the roll out

of our supply chain initiatives including improving the effectiveness of the national warehouse management and procurement system which was
launched in the Lancaster, Texas distribution center in the first quarter of fiscal 2011, and is expected to be rolled out in all of our distribution
centers by the end of fiscal 2014.

Operating Income

Operating income increased approximately 25.0%, or $9.7 million, to $48.6 million for the three months ended April 28, 2012, from

$38.9 million for the three months ended April 30, 2011. As a percentage of net sales, operating income was 3.5% for the three months ended
April 28, 2012, compared with 3.2% for the three months ended April 30, 2011. The operating income percentage for the third quarter of fiscal
2012 was our highest since the second quarter of our 2007 fiscal year. The increase in operating income as a percentage of net sales is primarily
attributable to efficiencies within our operating structure during the quarter exceeding the decrease in gross margin as a result of the change in
our customer mix. Although our operating income percentage for the third quarter showed improvement, we continue to expect the decrease in
gross profit as a percentage of net sales resulting from our shift in customer mix may not be fully offset by lower operating expenses in the short
term as we continue to implement our national warehouse management and procurement system.

We anticipate net sales growth in our conventional supermarket and supernatural channels will continue to outpace growth in the independent
and other channels. We expect that our expanded distribution relationship with Whole Foods Market and our opportunities in the conventional
supermarket channel will continue to generate lower gross profit percentages than our historical rates. We will seek to fully offset these
reductions in gross profit percentages by reducing our operating expenses as a percent of net sales primarily through improved efficiencies in our
supply chain and improvements to our IT infrastructure.

Other Expense (Income)

Other expense (income) increased approximately $0.7 million to $0.7 million for the three months ended April 28, 2012, from $0.0 million for
the three months ended April 30, 2011. Interest expense was $1.1 million for the three months ended April 28, 2012 and April 30, 2011. Interest
income for the three months ended April 28, 2012 was $0.2 million, compared to $0.8 million for the three months ended April 30, 2011. The
higher interest income in the prior year period was primarily due to a cumulative change in contract terms related to a letter of credit provided by
the Company to a vendor, whereby the Company had historically received a rebate which was reflected within cost of sales, and instead now
receives interest income based on the face value of the letter of credit.

Provision for Income Taxes
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Our effective income tax rate was 39.4% and 40.0% for the three months ended April 28, 2012 and April 30, 2011, respectively. The effective
income tax rate for the three months ended April 28, 2012 is in-line with our effective rate for the 2011 fiscal year. The effective income tax
rate for the three months ended April 30, 2011 was greater than the effective income tax rate for the nine months ended April 30, 2011 in order
to raise our effective income tax rate for the nine months ended April 30, 2011 to 39.4%. Our effective income tax rate in both fiscal periods
was affected by share-based compensation for incentive stock options and the timing of disqualifying dispositions of certain share-based
compensation awards. Certain incentive stock option expenses are not deductible for tax purposes unless a disqualifying disposition occurs. A
disqualifying disposition occurs when the option holder sells shares within one year of exercising an incentive stock option or within two years
of original grant. We receive a tax benefit in the period that the disqualifying disposition occurs. Our effective income tax rate will continue to
be affected by the tax impact related to incentive stock options and the timing of tax benefits related to disqualifying dispositions.

Net Income

Reflecting the factors described in more detail above, net income increased $5.7 million to $29.0 million, or $0.59 per diluted share, for the three
months ended April 28, 2012, compared to $23.4 million, or $0.48 per diluted share, for the three months ended April 30, 2011.
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Nine Months Ended April 28, 2012 Compared To Nine Months Ended April 30, 2011

Net Sales

Our net sales increased approximately 15.5%, or $521.0 million, to $3.89 billion for the nine months ended April 28, 2012, from $3.37 billion

for the nine months ended April 30, 2011. This increase was primarily due to the same factors that contributed to our sales growth for the
quarter ended April 28, 2012, and growth in our wholesale segment of $519.4 million. Our growth is due to the continued growth of the natural
products industry in general, our efforts to increase the number of conventional supermarket customers to whom we distribute products,
increased market share as a result of our focus on service and value added services, and the inclusion of a broader selection of products,

including specialty food products, in our distribution centers. We also benefited from the inclusion of $25.4 million in incremental net sales for
the nine months ended April 28, 2012 compared to the nine months ended April 30, 2011 resulting from expanded distribution to Whole Foods
Market following the acquisition of Whole Foods Market s Southwest and Rocky Mountain distribution business during the first quarter of fiscal
2011. Net sales also benefited from food price inflation of approximately 4.2% that we experienced in the nine months ended April 28, 2012
compared to price levels in the prior year comparable period.

Our net sales by customer type for the nine months ended April 28, 2012 and April 30, 2011 were as follows (in millions):

Net Sales for the Nine Months Ended

April 28, % of April 30, % of

Customer Type 2012 Net Sales 2011 Net Sales
Independently owned natural products

retailers $ 1,368 35% $ 1,255 37%
Supernatural chain 1,401 36% 1,216 36%
Conventional supermarkets 931 24% 738 22%
Other 192 5% 162 5%
Total $ 3,892 100% $ 3,371 100%

Net sales to our independent retailer channel increased by approximately $113 million, or 9% during the nine months ended April 28, 2012
compared to the nine months ended April 30, 2011. While net sales in this channel have increased, they have grown at a slower rate than net
sales in our supernatural and conventional supermarket channels, and therefore represent a lower percentage of our total net sales.

Net sales to the supernatural chain channel for the nine months ended April 28, 2012 increased by approximately $185 million or 15% as
compared to the prior fiscal year s comparable period, and accounted for approximately 36% of our total net sales for the nine months ended
April 28, 2012 and April 30, 2011. The increase in sales to Whole Foods Market is due to increases in same-store sales, as well as approximately
$25 million in incremental net sales due to the expanded distribution to Whole Foods Market s Southwest region which began in late
September 2010, when our Lancaster, Texas distribution center began shipping products, and to Whole Foods Market s Rocky Mountain region
which began in mid-October 2010.

Net sales to conventional supermarkets for the nine months ended April 28, 2012 increased by approximately $193 million, or 26% from the
nine months ended April 30, 2011, and represented approximately 24% of total net sales in the nine months ended April 28, 2012 compared to
22% in the nine months ended April 30, 2011. The increase in net sales to conventional supermarkets is primarily due to a large customer we
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began servicing in the third quarter of fiscal 2011 and our newest national customer we began servicing during the first quarter of fiscal 2012
part of our strategy to be the sole supplier of natural, organic and specialty products to our conventional supermarket customers.

Other net sales, which include sales to foodservice and international customers, as well as sales through our retail division, manufacturing
division, and the Company s branded product lines, increased by approximately $30 million, or 19% during the nine months ended April 28,
2012 and accounted for approximately 5% of total net sales for the nine months ended April 28, 2012 and April 30, 2011.

Gross Profit

Our gross profit increased approximately 12.4%, or $75.3 million, to $684.8 million for the nine months ended April 28, 2012, from

$609.5 million for the nine months ended April 30, 2011. Our gross profit as a percentage of net sales was 17.6% for the nine months ended
April 28, 2012, compared to 18.1% for the nine months ended April 30, 2011. The reduction in gross profit as a percentage of net sales is
primarily due to the change in the mix of net sales by channel that began during the second fiscal quarter of 2010, a smaller percentage of our
conventional supermarket customers being served under a full service model, and higher than average inventory losses related to perishable
items and improper storage of products in certain categories.
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Our gross profits are generally higher on net sales to independently owned retailers and lower on net sales in our conventional supermarket and
supernatural channels. For the nine months ended April 28, 2012 approximately $378 million of our $521 million total net sales growth was
from increased net sales in the conventional supermarket and supernatural channels. As a result, approximately 60% of our total net sales in the
nine months ended April 28, 2012 were to the conventional supermarket and supernatural channels compared to approximately 58% in the nine
months ended April 30, 2011. This change in sales mix resulted in lower gross profits as a percentage of net sales during the nine months ended
April 28, 2012 as compared to the nine months ended April 30, 2011.

Operating Expenses

Our total operating expenses increased approximately 12.4%, or $63.4 million, to $572.6 million for the nine months ended April 28, 2012, from
$509.2 million for the nine months ended April 30, 2011. The increase in total operating expenses for the nine months ended April 28, 2012 was
primarily due to higher sales volume as well as approximately $5.3 million in severance and other costs related to the previously announced
divestiture of our conventional non-food and general merchandise lines of business and approximately $1.7 million in start-up expenses incurred
in connection with onboarding our newest national customer. In addition, we recorded approximately $0.3 million for severance payments for a
former executive, and our bad debt expense included a combined $1.4 million associated with a bankruptcy filing by one of our customers and a
default on a note receivable with one of our customers. The nine months ended April 30, 2011 was also impacted by $4.4 million of labor and
other expenses associated with the September 2010 opening of our Lancaster, Texas distribution center and continued incremental start up
inefficiencies, $0.6 million for severance payments for former executives and $0.2 million in intangible impairment charges, partially offset by a
$2.6 million payment received as part of the settlement of litigation and arbitration resulting from a previous acquisition, which was reflected as
a reduction to operating expenses and offset previously recorded legal costs.

Total operating expenses for the nine months ended April 28, 2012 include share-based compensation expense of $9.0 million, compared to
$7.4 million in the nine months ended April 30, 2011. Share-based compensation expense was higher during the nine months ended April 28,
2012 primarily due to a lower than expected forfeiture rate on restricted stock units that vested during the first quarter of fiscal 2012, as well as
expense recognized for new two-year performance-based equity awards for our senior executives. Under the requirements in accounting for
share-based compensation, we were required to record additional expense as our actual forfeiture rate was lower than estimated.

As a percentage of net sales, total operating expenses decreased to approximately 14.7% for the nine months ended April 28, 2012, from
approximately 15.1%for the nine months ended April 30, 2011. The decrease in total operating expenses as a percentage of net sales was
primarily attributable to the growth in the supernatural and conventional supermarket channels which in general have lower operating expenses,
higher leverage on fixed costs, as well as expense control programs across all of our divisions. Our operating expenses also continue to be
favorably impacted by the divestiture of our conventional non-foods and general merchandise lines of business including the closure of our
Harrison, Arkansas distribution center. In addition, we were able to manage our fuel costs despite rising prices by locking in the price of a
portion of our expected fuel usage, updating and revising existing routes to reduce miles traveled, reducing idle times and other similar
measures.

Operating Income

Operating income increased approximately 11.9%, or $11.9 million, to $112.2 million for the nine months ended April 28, 2012, from
$100.3 million for the nine months ended April 30, 2011. As a percentage of net sales, operating income was 2.9% for the nine months ended
April 28, 2012 compared to 3.0%for the nine months ended April 30, 2011. The decrease in operating income as a percentage of net sales is
primarily attributable to the divestiture expenses and onboarding expenses discussed above, as well as increased share-based compensation
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expense together with the decrease in gross profit as a percentage of net sales, which has not yet been fully offset by expected lower operating
expenses as we continue to implement our national warehouse management and procurement system.

We anticipate net sales growth in our conventional supermarket and supernatural channels will continue to outpace growth in the independent
and other channels. We expect that our expansion with Whole Foods Market, both as a result of organic growth and as a result of becoming
their primary distributor in their Rocky Mountain and Southwest regions, and our opportunities in the conventional supermarket channel will
continue to generate lower gross profit percentages than our historical rates. We will seek to fully offset these reductions in gross profit
percentages by reducing our operating expenses as a percentage of net sales primarily through improved efficiencies in our supply chain and
improvements to our IT infrastructure.

Other Expense (Income)

Other expense was $3.0 million for the nine months ended April 28, 2012, compared to $2.1 million for the nine months ended April 30, 2011.
Interest expense was $3.6 million and $3.8 million for the nine months ended April 28, 2012 and April 30, 2011, respectively. Our secondary
equity offering, which was completed in October 2010, allowed us to pay down debt levels which had increased during the fourth fiscal quarter
of 2010 as we financed our purchase of the SDG assets with borrowings under our then existing revolving credit facility. We utilized the
additional borrowing capacity under our then existing revolving credit facility
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resulting from the common stock offering to fund our transaction with Whole Foods Distribution, which included our acquisition of certain
distribution assets including inventory and leasehold improvements in connection with our agreement to serve as the primary distributor in
Whole Foods Market s Southwest and Rocky Mountain regions. More recently, we used our then existing revolving credit facility for our

investment in inventory, which has increased approximately $125 million at April 28, 2012 compared to July 30, 2011.

Provision for Income Taxes

Our effective income tax rate was 39.4% for the nine months ended April 28, 2012 and April 30, 2011. The effective income tax rate for the nine
months ended April 28, 2012 is in-line with our effective rate for the 2011 fiscal year. Our effective income tax rate in both fiscal periods was
also affected by share-based compensation for incentive stock options and the timing of disqualifying dispositions of certain share-based
compensation awards. Certain incentive stock option expenses are not deductible for tax purposes unless a disqualifying disposition occurs. A
disqualifying disposition occurs when the option holder sells shares within one year of exercising an incentive stock option or within two years
of original grant. We receive a tax benefit in the period that the disqualifying disposition occurs. Our effective income tax rate will continue to
be affected by the tax impact related to incentive stock options and the timing of tax benefits related to disqualifying dispositions.

Net Income

Reflecting the factors described in more detail above, net income increased approximately $6.7 million to $66.2 million, or $1.35 per diluted
share for the nine months ended April 28, 2012, compared to $59.5 million, or $1.25 per diluted share, on a lower share base, for the nine
months ended April 30, 2011.

Liquidity and Capital Resources

In October 2010, we completed a secondary public offering of our common stock. As a result, 4,427,500 shares of common stock, including
shares issued to cover the underwriters overallotment option, were issued at a price of $33.00 per share. The net proceeds of approximately $138
million were used to repay a portion of our outstanding borrowings under our then existing revolving credit facility. We finance our day to day
operations and growth primarily with cash flows from operations, borrowings under our credit facility, operating leases, trade payables and bank
indebtedness. In addition, from time to time, we may issue equity and debt securities to finance our operations and acquisitions. We believe that
our cash on hand and available credit through our new amended and restated revolving credit facility as discussed below is sufficient for our
operations and planned capital expenditures over the next twelve months.

We expect to generate an average of $75 million to $110 million in cash flow from operations per year for the 2012 and 2013 fiscal years. We
intend to continue to utilize this cash generated from operations to fund working capital and capital expenditure needs, and pay down our debt
levels. We believe that our capital requirements for fiscal 2012 will be between $35 and $40 million. We expect to finance these requirements
with cash generated from operations and borrowings under our new amended and restated revolving credit facility. Our planned capital projects
will provide both expanded facilities and technology that we believe will provide us with increased efficiency and the capacity to continue to
support the growth of our customer base. Future investments and acquisitions will be financed through either equity, long-term debt negotiated
at the time of any potential acquisition or borrowings under our amended and restated revolving credit facility.
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We were a party to a $400 million revolving credit facility, which we amended and restated in May 2012, as described below. The $400 million
revolving credit facility provided us a one-time option, subject to approval by the lenders, to increase the borrowing base by up to an additional
$50 million. Interest accrued on borrowings under this revolving credit facility, at our option, at either the base rate (the applicable prime lending
rate of Bank of America Business Capital, as announced from time to time) or at one-month LIBOR plus 0.75%. The $400 million revolving
credit facility supported our working capital requirements in the ordinary course of business and provided capital to grow our business
organically or through acquisitions. Our borrowing base was determined as the lesser of (1) $400.0 million or (2) the fixed percentages of our
previous fiscal month-end eligible accounts receivable and inventory levels. As of April 28, 2012, our borrowing base, which was calculated
based on our eligible accounts receivable and inventory levels, was $400.0 million. As of April 28, 2012, we had $165.0 million outstanding
under our $400 million revolving credit facility, $24.1 million in letter of credit commitments and $1.3 million in reserves which reduced our
available borrowing capacity under this revolving credit facility on a dollar for dollar basis. Our resulting remaining availability was $209.6
million as of April 28, 2012.

We were a party to a term loan agreement with an original principal amount of $75 million secured by certain real property during the three and
nine months ending April 28, 2012. The term loan was repayable over seven years based on a fifteen-year amortization schedule, maturing on
July 28, 2012. Interest on the term loan accrued at one-month LIBOR plus 1.00%. As of April 28, 2012, $43.6 million was outstanding under the
term loan agreement. We paid off this term loan in full on May 24, 2012 with borrowings under our new amended and restated revolving credit
facility.
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The $400 million revolving credit facility and our term loan agreement, as amended, each required us to maintain a minimum fixed charge
coverage ratio (as defined in the applicable agreement) of 1.5 to 1.0 and 1.45 to 1.0, respectively, each calculated at the end of each of our fiscal
quarters on a rolling four quarter basis. At April 28, 2012, we were in compliance with the Fixed Charge Coverage Ratio Covenants.

On May 24, 2012, we amended and restated our existing $400 million revolving credit facility to, among other things, increase the size of the
facility to $500 million and extend the maturity date to May 24, 2017. Availability under this amended and restated credit facility is $450.0
million for the U.S. borrowers and $50.0 million for UNFI Canada, subject to a borrowing base based on the value of eligible accounts
receivable and eligible inventory, subject to customary reserves. We may increase the amount of this amended and restated credit facility by up
to $100.0 million in minimum increments of $10.0 million, subject to lenders providing an increase in funding. This amended and restated
credit facility has a $40.0 million sublimit of availability for letters of credit and a $35.0 million sublimit of availability for short-term
borrowings on a swingline basis, in each case subject to further sublimits for borrowings by UNFI Canada. Interest accrues on borrowings of
U.S. borrowers at rates that, at our option, can be either a base rate (the highest of Bank of America N.A. s prime rate, the average of overnight
federal funds rate plus 0.50%, and one-month LIBOR plus 1.00%), plus an applicable margin, or a LIBOR-based rate plus an applicable margin.
Interest accrues on borrowings of UNFI Canada at rates that, at our option, can be either a prime rate (the highest of the 30-day Reuters
Canadian Deposit Offering Rate for bankers acceptances plus 0.50%, the prime rate of Bank of America N.A. s Canada branch, and a bankers
acceptance equivalent rate for a one-month interest period plus 1.0%) plus an applicable margin, or the annual rates applicable to Canadian
Dollar bankers acceptances, plus five basis points and an applicable margin. The initial applicable margin for base rate and prime rate loans is
0.50%, and the initial applicable margin for LIBOR and Canadian Dollar bankers acceptances-rate loans is 1.50%. This amended and restated
facility requires us to maintain a fixed charge coverage ratio of 1.00 to 1.00 as of the end of any period of four fiscal quarters while our
aggregate availability is less than the greater of $35.0 million and 10% of the borrowing base. The purpose of the amended and restated credit
facility is to fund capital expenditures and permitted acquisitions and to provide working capital for general corporate purposes. For a more
detailed description of the amended and restated revolving credit facility, see Note 9 Subsequent Events to our consolidated financial
statements.

During the nine months ended April 28, 2012 and April 30, 2011, we were a party to an interest rate swap agreement entered into in July 2005,
which was set to expire in July 2012 concurrent with the maturity of our term loan. This interest rate swap agreement was terminated in
connection with our repayment of all borrowings under the term loan subsequent to the end of our third quarter of fiscal 2012. This interest rate
swap agreement had an initial notional amount of $50 million and provided for us to pay interest at a fixed rate of 4.70% while receiving interest
for the same period at one-month LIBOR on the same notional principal amount. The interest rate swap agreement had an amortizing notional
amount which adjusts down on the dates payments are due on the underlying term loan. The swap had been entered into as a hedge against
LIBOR movements on current variable rate indebtedness totaling $43.6 million at one-month LIBOR plus 1.00%, thereby fixing our effective
rate on the notional amount at 5.70%. One-month LIBOR was 0.24% as of April 28, 2012. The swap agreement qualified as an effective hedge
under ASC 815.

Net cash used in operations was $34.9 million for the nine months ended April 28, 2012; an increase of $2.1 million from the $32.8 million used
in operations for the nine months ended April 30, 2011. The primary reasons for the increase of net cash used in operations for the nine months
ended April 28, 2012 were an increase in inventories of $123.3 million due primarily to our sales growth during the year, an increase in accounts
receivable of $81.5 million, partially offset by an increase in accounts payable of $30.5 million and net income of $66.2 million. We expect to
continue to generate cash from operations during the fourth quarter of fiscal 2012 primarily from our net income and the reduction of our
inventory balances. Net cash used in operations for the nine months ended April 30, 2011 was primarily the result of an increase in inventories
of $101.8 million due to our sales growth during the year and commencing operations at our facility in Lancaster, Texas and an increase in
accounts receivable of $62.2 million, partially offset by an increase in accounts payable of $25.9 million and net income of $59.5 million.

Days in inventory decreased to 49 days at April 28, 2012 compared to 51 days at July 30, 2011, as we sold through the remainder of additional
inventory we had on hand to maintain high service levels during our holiday season and the initial period of distribution for our newest national
conventional supermarket customer. Days sales outstanding remained at 22 days at April 28, 2012, consistent with July 30, 2011. Working
capital increased by $91.0 million, or 23.9%, to $472.1 million at April 28, 2012, compared to working capital of $381.1 million at July 30,
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Net cash used in investing activities decreased $23.4 million to $23.0 million for the nine months ended April 28, 2012, compared to $46.4
million for the nine months ended April 30, 2011. The decrease from the fiscal nine months ended April 30, 2011 was primarily due to the prior
year asset purchase agreement with Whole Foods Distribution related to the purchase of the certain distribution related assets in connection with
our becoming the primary distributor for Whole Foods Market s Southwest and Rocky Mountain regions as noted above.
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Net cash provided by financing activities was $55.6 million for the nine months ended April 28, 2012, primarily due to borrowings on notes
payable of $50.0 million and increases in bank overdrafts of $5.4 million. Net cash provided by financing activities was $89.8 million for the
nine months ended April 30, 2011, primarily due to the issuance of common stock of $138.3 million, offset by repayments on notes payable of
$65.6 million.

In an effort to reduce our treasury share balance, we determined in the fourth quarter of fiscal 2010 to issue treasury shares to satisfy certain
share requirements related to exercises of stock options and vesting of restricted stock units and awards under our equity incentive plans. A total
of 9,772 shares were issued from treasury during the nine months ended April 28, 2012.

From time-to-time, we enter into fixed price fuel supply agreements. As of April 28, 2012, we had entered into agreements which require us to
purchase a total of approximately 3.6 million gallons of diesel fuel for the period August 2011 through July 2012 at prices ranging from $3.56 to
$3.90 (including taxes) per gallon. As of April 30, 2011, we had entered into agreements which required us to purchase a total of approximately
2.8 million gallons of diesel fuel at prices ranging from $2.87 to $3.53 (including taxes) per gallon for the period August 2010 through

July 2011. These fixed price fuel agreements qualified for the normal purchase exception under ASC 815 as physical deliveries will occur rather
than net settlements, and therefore the fuel purchases under these contracts will be expensed as incurred and included within operating expenses.

Contractual Obligations

There have been no material changes to our contractual obligations and commercial commitments during the three months ended April 28, 2012
from those disclosed in our Annual Report on Form 10-K for the year ended July 30, 2011.

Seasonality

While we have historically seen an increase in our inventory during the first quarter of our fiscal year, generally, we do not experience any
material seasonality. However, our sales and operating results may vary significantly from quarter to quarter due to factors such as changes in
our operating expenses, management s ability to execute our operating and growth strategies, personnel changes, demand for natural products,
supply shortages and general economic conditions.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our exposure to market risk results primarily from fluctuations in interest rates on our borrowings and price increases in diesel fuel. As more
fully described in Note 6 to the condensed consolidated financial statements, during the nine months ended April 28, 2012, we used an interest
rate swap agreement to modify variable rate obligations to fixed rate obligations for a portion of our debt. In addition, from time to time we use
commodity swap agreements to hedge a portion of our expected diesel fuel usage, or fixed price purchase contracts. As of April 28, 2012, there
have been no material changes to our exposure to market risks from those disclosed in our Annual Report on Form 10-K for the year ended
July 30, 2011.
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Item 4. Controls and Procedures

(a) Evaluation of disclosure controls and procedures. We carried out an evaluation, under the supervision and with the participation
of our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934, as amended) as of the end of the period

covered by this quarterly report on Form 10-Q (the Evaluation Date ). Based on this evaluation, our Chief Executive Officer and Chief Financial
Officer concluded that, as of the Evaluation Date, our disclosure controls and procedures were effective.

(b) Changes in internal controls. There has been no change in our internal control over financial reporting that occurred during the
current fiscal quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time we are involved in routine litigation that arises in the ordinary course of our business. In the opinion of management, the
outcome of pending litigation is not expected to have a material adverse effect on our results of operations or financial condition.

Item 1A. Risk Factors

There have been no material changes to our risk factors contained in Part I, Item 1A, Risk Factors, of our Annual Report on Form 10-K for the
fiscal year ended July 30, 2011.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None.

84



Edgar Filing: SUN MICROSYSTEMS, INC. - Form DEFA14A

24

85



Edgar Filing: SUN MICROSYSTEMS, INC. - Form DEFA14A

Table of Contents

Item 6. Exhibits

Exhibit Index

Exhibit No. Description

31.1% Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2% Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1% Certification of CEO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32.2% Certification of CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

101%* The following materials from the United Natural Foods, Inc. s Quarterly Report on Form 10-Q for the quarterly period ended
April 28, 2012, formatted in XBRL (eXtensible Business Reporting Language): (i) Condensed Consolidated Balance Sheets,
(i) Condensed Consolidated Statements of Income, (iii) Condensed Consolidated Statement of Stockholders Equity,
(iv) Condensed Consolidated Statements of Cash Flows, and (v) Notes to Condensed Consolidated Financial Statements.

* Filed herewith.

Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not filed or part of a
registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for
purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, and otherwise are not subject to liability under those sections.

We would be pleased to furnish a copy of this Form 10-Q to any stockholder who requests it by writing to:

United Natural Foods, Inc.
Investor Relations
313 Iron Horse Way

Providence, RI 02908
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

Dated: June 7, 2012

UNITED NATURAL FOODS, INC.

/s/ Mark E. Shamber

Mark E. Shamber

Chief Financial Officer

(Principal Financial and Accounting Officer)
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