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UNITED NATURAL FOODS, INC.

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON DECEMBER 13, 2011

Dear Stockholder:
You are cordially invited to attend the Annual Meeting of Stockholders of United Natural Foods, Inc., which will be held on Tuesday,
December 13, 2011 at 4:00 p.m. eastern standard time on the Internet through a virtual web conference at

www.virtualshareholdermeeting.com/unfi2011, and any adjournments or postponements of the annual meeting.

We are holding the annual meeting for the following purposes:

1.
To elect three nominees as directors to serve until the 2014 annual meeting of stockholders.
2.
To ratify the selection of KPMG LLP as our independent registered public accounting firm for the fiscal year
ending July 28, 2012.
3.
To conduct an advisory vote on executive compensation.
4.
To conduct an advisory vote on the frequency of advisory votes on executive compensation.
5.
To consider a stockholder proposal if properly presented at the annual meeting.
6.

To transact such other business as may properly come before the annual meeting or any adjournments or
postponements of the annual meeting.

These matters are more fully described in the accompanying proxy statement, which is made a part of this notice. We are not aware of any
other business to be transacted at the annual meeting.

Only stockholders of record on our books at the close of business on Tuesday, October 18, 2011 will be entitled to vote at the annual
meeting and any adjournments or postponements of the annual meeting. For 10 days prior to the annual meeting, a list of stockholders entitled to
vote will be available for inspection at our principal executive offices located at 313 Iron Horse Way, Providence, RI 02908. If you would like to
view the stockholder list, please call our Investor Relations Department at (401) 528-8634 to schedule an appointment. The stockholder list will
also be available on the Internet through the virtual web conference during the meeting.

In accordance with rules approved by the Securities and Exchange Commission, this year we are again furnishing proxy materials to our
stockholders over the Internet. On or about November 2, 2011, we mailed to all stockholders of record as of the close of business on October 18,
2011 a notice containing instructions on how to access our Annual Report to Stockholders, which contains our audited consolidated financial
statements for the fiscal year ended July 30, 2011, our proxy statement, proxy card and other items of interest to stockholders on the Internet
website indicated in our notice, as well as instructions on how to vote. The November 2nd notice also provides instructions on how you can
request a paper copy of our proxy materials and Annual Report to Stockholders if you desire.
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You may vote your shares via the Internet, by telephone or by completing, dating, signing and promptly returning your proxy card to us in
the envelope provided, if you received a paper copy of the proxy card by mail. The proxy materials provide you with details on how to vote by
these three methods. We encourage you to vote in the method that suits you best so that your shares will be voted at the annual meeting.
If you decide to attend the virtual annual meeting through the Internet, you may revoke your proxy and cast your vote electronically over the
Internet during the meeting.

By Order of the Board of Directors,

Michael S. Funk,

Chair of the Board
November 2, 2011

PLEASE VOTE. STOCKHOLDERS MAY VOTE BY THE INTERNET, TELEPHONE OR MAIL. PLEASE REFER TO YOUR
PROXY CARD OR THE NOTICE OF PROXY AVAILABILITY DISTRIBUTED TO YOU ON NOVEMBER 2, 2011 FOR
INFORMATION ON HOW TO VOTE BY THE INTERNET, TELEPHONE OR MAIL.
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UNITED NATURAL FOODS, INC.
313 Iron Horse Way
Providence, Rhode Island 02908

PROXY STATEMENT

FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON DECEMBER 13, 2011

This proxy statement is being furnished in connection with the solicitation of proxies by the Board of Directors of United Natural
Foods, Inc., for use at the Annual Meeting of Stockholders to be held on Tuesday, December 13, 2011 at 4:00 p.m. eastern standard time on the

Internet through a virtual web conference at www.virtualshareholdermeeting.com/unfi2011, and any adjournments or postponements of the
annual meeting. The Board of Directors (which we sometimes refer to as the Board in this proxy statement) is soliciting proxies for the purposes

set forth in the accompanying Notice of Annual Meeting of Stockholders. We will bear the cost of soliciting the proxies.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Stockholders to be Held on December 13,
2011:

As outlined on the notice we mailed to you on November 2, 2011 (the ""Notice of Proxy Availability''), the proxy statement, proxy
card and Annual Report to Stockholders for the fiscal year ended July 30, 2011 are available on the Internet at

http://www.proxyvote.com.

INFORMATION ABOUT THE MEETING

Record Date and Share Ownership

Only stockholders of record on our books at the close of business on Monday, October 18, 2011 (the "Record Date") will be entitled to vote
at the annual meeting and any adjournments or postponements of the annual meeting. As of the close of business on October 18, 2011, we had
48,743,131 shares of common stock outstanding. Each share of common stock entitles the record holder to one vote on each matter to be voted
upon at the annual meeting. Copies of the Notice of Annual Meeting of Stockholders, this proxy statement, the proxy card and our Annual
Report to Stockholders for the fiscal year ended July 30, 2011, are being first made available to stockholders of record on or about November 2,
2011. The Board is making these materials available to you on the Internet or, upon your request, is delivering printed versions of these materials
to you without charge by mail. On or about November 2, 2011, we mailed to all stockholders of record as of the Record Date the Notice of
Proxy Availability, which contains instructions on how to access these materials and vote.

We will, upon written request of any stockholder, furnish without charge a copy of our Annual Report on Form 10-K for the fiscal
year ended July 30, 2011, as filed with the Securities and Exchange Commission (the '""SEC''), without exhibits. Please address all such
requests to the attention of Carrie Walker, Corporate Assistant Secretary, United Natural Foods, Inc., 313 Iron Horse Way, Providence, Rhode
Island 02908. Exhibits will be provided upon written request to Ms. Walker and payment of an appropriate processing fee.

Submitting and Revoking Your Proxy

If you complete and submit a proxy, the persons named as proxies will vote the shares represented by your proxy in accordance with your
instructions. If you submit a proxy but do not complete the
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voting instructions, the persons named as proxies will vote the shares represented by your proxy as follows:

FOR the election of Michael S. Funk, James P. Heffernan and Steven L. Spinner as directors to serve until our 2014 annual
meeting of stockholders (Proposal 1);

FOR the ratification of the selection of KPMG LLP as our independent registered public accounting firm for fiscal 2012
(Proposal 2);

FOR the advisory vote on executive compensation (Proposal 3);

For the frequency of every ONE YEAR for the advisory vote on the frequency of advisory votes on executive compensation
(Proposal 4); and

AGAINST the stockholder proposal (Proposal 5).

If other matters come before the annual meeting, the persons named as proxies will vote on such matters in accordance with their best
judgment. We have not received notice of other matters that may properly be presented at the annual meeting.

You may revoke or revise your proxy at any time before it is exercised by (1) delivering to us a signed proxy card with a date later than
your previously delivered proxy, (2) voting via the Internet while attending the virtual annual meeting, (3) granting a subsequent proxy through
the Internet or telephone, or (4) sending a written revocation to our corporate secretary at 313 Iron Horse Way, Providence, Rhode Island 02908.
Attendance at the virtual annual meeting through the Internet will not itself be deemed to revoke your proxy unless you vote via the Internet
while attending the virtual annual meeting. Your most current proxy card or telephone or Internet proxy is the one that is counted.

If you hold shares of common stock in a stock brokerage account or through a bank or other nominee, you are considered to be the
beneficial owner of shares held in "street name" and these proxy materials are being forwarded to you by your broker, bank or nominee. You
may not vote directly any shares held in street name; however, as the beneficial owner of the shares, you have the right to direct your broker,
bank or nominee on how to vote your shares. If you do not provide your broker, bank or nominee instructions on how to vote your shares on
non-discretionary items, a "broker non-vote" will occur. Proposal 1 (election of three nominees as directors), Proposal 3 (advisory vote on
executive compensation), Proposal 4 (advisory vote on the frequency of advisory votes on executive compensation), and Proposal 5 (the
stockholder proposal) are non-discretionary items for which your broker, bank or nominee will not be able to vote your shares without your
instructions. Proposal 2 (ratification of the selection of KPMG LLP) is a discretionary item, and your broker, bank or nominee may vote your
shares in their discretion even without voting instructions from you. Accordingly, it is possible for there to be broker non-votes for Proposals 1
and 3 through 5, but not for Proposal 2. In the case of a broker non-vote, your shares would be included in the number of shares considered
present at the meeting for the purpose of determining whether there is a quorum. A broker non-vote, being shares not entitled to vote, would not
have any effect on the outcome of the vote on Proposal 1 or Proposals 3 through 5.

If you participate in our Employee Stock Ownership Plan (the "ESOP"), you will receive a separate voting instructions card which will
serve as a voting instruction for Mr. Robert Huckins, the trustee of the ESOP. If Mr. Huckins does not receive voting instructions for your ESOP
shares, he will vote your ESOP shares in the same proportion as other ESOP participants' shares for which voting instructions have been
received. Mr. Huckins will vote unallocated shares of common stock in the ESOP in the same proportion as participants have directed the trustee
to vote their allocated shares of common stock.

10
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If you participate in the United Natural Foods, Inc. Stock Fund (the "Stock Fund") through the United Natural Foods, Inc. Retirement Plan
(the "401(k) Plan"), you will receive a separate voting instructions card which will serve as a voting instruction for Fidelity Management Trust
Company ("Fidelity"), the trustee of the plan. If Fidelity does not receive voting instructions for your shares, it will vote your shares in the same
proportion as other plan participants' shares for which voting instructions have been received.

In addition to solicitations by mail and the Internet, our directors, officers and employees may, without additional remuneration, solicit
proxies by telephone, facsimile and personal interviews. We will request brokerage houses, banks, and nominees to forward copies of the proxy
materials to those persons for whom they hold shares and request instructions for voting the proxies. We will reimburse such brokerage houses,
banks and other nominees for their reasonable expenses in connection with this distribution.

How to Vote

For Proposal 1 (election of three nominees as directors), you may vote "FOR" or "AGAINST" each of the nominees to the Board. You may
also abstain from voting "FOR" or "AGAINST" any nominee. For Proposal 4 (advisory vote on the frequency of advisory votes on executive
compensation), you may vote for every "ONE YEAR", "TWO YEARS", or "THREE YEARS", or abstain from voting. For Proposal 2
(ratification of the selection of KPMG LLP), Proposal 3 (advisory vote on executive compensation) and Proposal 5 (the stockholder proposal),
you may vote "FOR" or "AGAINST" or abstain from voting.

Stockholders of Record: 1f you are a stockholder of record, there are three ways to vote:

by completing, signing, dating and returning your proxy card by mail, if you request a paper copy of the proxy materials;

by making a toll-free telephone call within the United States or Canada using a touch-tone telephone to the toll-free number
provided on your Notice of Proxy Availability; or

by voting on the Internet. To vote on the Internet, go to the website address indicated on your Notice of Proxy Availability to
complete an electronic proxy card. You will be asked to provide the control number from the Notice of Proxy Availability.
You may also vote on the Internet while attending the meeting virtually through the Internet.

If you plan to vote by telephone or Internet in advance of the meeting, your vote must be received by 7:00 p.m., eastern standard time, on
December 12, 2011 to be counted. Internet voting during the annual meeting is also permissible through the virtual web meeting hosted at

www.virtualshareholdermeeting.com/unfi201 1.

Street Name Holders: 1If you hold your shares in street name, the Notice of Proxy Availability was forwarded to you by your brokerage
firm, bank or other nominee and you should follow the voting instructions provided by your broker, bank or nominee. You may complete and
return a voting instruction card to your broker, bank or nominee. Please check your Notice of Proxy Availability for more information. If you
hold your shares in street name and wish to vote at the annual meeting, you must have your 12 digit control number from your Notice of Proxy
Availability.

Holders Through the ESOP: If you hold your shares through the ESOP, a voting instructions card was forwarded to you, which will serve
as a voting instruction for Mr. Robert Huckins, the trustee of the ESOP. You must submit your voting instructions to Mr. Huckins by the close of
business on December 8, 2011 to allow him time to receive your voting instructions. If Mr. Huckins does not receive voting instructions for your
ESOP shares, he will vote your ESOP shares in the same proportion as other ESOP participants' shares for which voting instructions have been
received.

11
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Holders Through the 401(k) Plan: If you hold your shares through the 401(k) Plan's Stock Fund, you will receive a separate voting
instructions card which will serve as a voting instruction for Fidelity, the trustee of the 401(k) Plan. You must submit your voting instructions to
Fidelity by 5:00 p.m. eastern standard time on December 8, 2011 to allow it time to receive your voting instructions. If Fidelity does not receive
voting instructions for your shares, it will vote your shares in the same proportion as other plan participants' shares for which voting instructions
have been received.

We provide Internet proxy voting to allow you to vote your shares online both before and during the meeting, with procedures
designed to ensure the authenticity and correctness of your proxy vote instructions. However, please be aware that you must bear any
costs associated with your Internet access, such as usage charges from Internet access providers and telephone companies.

Quorum

Presence by attendance through the virtual meeting or by proxy of a majority of the shares of common stock outstanding at the close of
business on the Record Date and entitled to vote at the annual meeting will be required for a quorum. Shares of common stock present by
attendance through the virtual meeting or represented by proxy (including shares that abstain or do not vote with respect to one or more of the
matters presented for stockholder approval) will be counted for purposes of determining whether a quorum exists at the annual meeting.

Votes Required

Proposal 1 (election of three nominees as directors) is an uncontested director election. In uncontested elections, our Bylaws require that
each nominee be elected by a majority of votes cast with respect to such nominee. Therefore, a director will be elected if the number of shares
voted "FOR" the director exceed the number of shares voted "AGAINST" the director. Since each nominee is already a director, our Bylaws
require any nominee who does not receive the affirmative vote of at least a majority of the votes cast to offer to tender his or her resignation to
the Board. The Nominating and Governance Committee will make a recommendation to the Board on whether to accept or reject the director's
resignation, or whether other action should be taken. The Board will act on such recommendation within 90 days from the date of the
certification of the election results. Abstentions and broker non-votes will have no effect on these items because they are not considered votes
cast.

For Proposal 4 (advisory vote on the frequency of advisory votes on executive compensation) the option of every one year, two years, or
three years that receives the highest number of votes cast by stockholders will be considered by the Board as the stockholders' recommendation
as to the frequency of future advisory votes on executive compensation. Abstentions and broker non-votes will have no effect on these items
because they are not considered votes cast.

For Proposal 2 (ratification of the selection of KPMG LLP), Proposal 3 (advisory vote on executive compensation) and Proposal 5 (the
stockholder proposal), the affirmative vote of a majority of votes cast on the proposal is necessary for approval. Abstentions and broker
non-votes will have no effect on the results of Proposal 2, Proposal 3 or Proposal 5 because they are not considered votes cast.

Attending the Annual Meeting

We will be hosting the 2011 Annual Meeting of Stockholders live via the Internet. A summary of the information you need to attend the
annual meeting online is provided below:

Any stockholder can attend the annual meeting live via the Internet at www.virtualshareholdermeeting.com/unfi2011

Webcast starts at 4:00 p.m. eastern standard time

12
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Please have your 12-digit control number to enter the annual meeting

Stockholders may vote and submit questions while attending the annual meeting on the Internet

Instructions on how to attend and participate via the Internet, including how to demonstrate proof of stock ownership, are
posted at www.virtualshareholdermeeting/unfi2011

Webcast replay of the annual meeting will be available at www.virtualshareholdermeeting/unfi2011 until December 13,
2012.

Householding

We have adopted a procedure for stockholders whose shares are held in street name called "householding," pursuant to which stockholders
of record who have the same address and the same last name will receive only one Notice of Proxy Availability each and, as applicable, one set
of any additional proxy materials that are delivered, unless one or more of these stockholders notifies us that they wish to continue receiving
multiple copies. This procedure provides extra convenience for stockholders and a cost savings for us. Currently, we are not providing
householding to stockholders whose shares are registered in their name.

If at any time you no longer wish to participate in householding and would prefer to receive a separate Notice of Proxy Availability and, as
applicable, any additional proxy materials that are delivered, or if your shares are held in street name and you are receiving multiple copies of
our Notice of Proxy Availability and, as applicable, any additional proxy materials that are delivered and wish to receive only one, please notify
your bank, broker, trust or other holder of record. For more information, please contact our corporate secretary at 313 Iron Horse Way,
Providence, Rhode Island 02908.

Stockholders who participate in householding will continue to receive separate control numbers for use in voting their shares, and, if
requested, separate proxy cards.

13
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STOCK OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

This table includes information regarding the amount of our common stock beneficially owned as of October 18, 2011 by (i) each of our

directors, (ii) each of our executive officers named in the EXECUTIVE COMPENSATION TABLES Summary Compensation Table Fiscal Years
2009-2011, (iii) all of our directors and current executive officers as a group, (iv) our Employee Stock Ownership Trust ("ESOT"), and (v) each
person or entity known to us to own more than 5% of our outstanding common stock.

Number of Shares

Beneficially Percentage
Name and Address of Beneficial Owner(1) Owned(2)(3) Ownership
Directors and Named Executive Officers:
Michael S. Funk 100,398 *k
Gordon D. Barker 33,233 I
Steven L. Spinner(4) 106,090 ok
Mary Elizabeth Burton 5,098 ot
Joseph M. Cianciolo(5) 36,359 *%
Gail A. Graham 22,414 ot
James P. Heffernan 64,733 *%
Peter A. Roy 41,247 S
Sean F. Griffin 7,090 Hek
David A. Matthews 9,660 e
Mark E. Shamber 74,990 *k
Joseph J. Traficanti 11,443 E
All directors and executive officers, as a group (18 persons) 597,544 1.2%
Other Stockholders:
Employee Stock Ownership Trust(6) 2,160,558 4.4%
FMR, LLC(7) 5,703,342 11.7%
BlackRock, Inc.(8) 3,452,572 7.1%
sksk

6]

@

3

Less than 1%

The address for each listed director and executive officer is c/o United Natural Foods, Inc., 313 Iron Horse Way, Providence, Rhode
Island 02908. The address for the ESOT is c/o Robert G. Huckins, Trustee, 19404 Camino Del Aguila, Escondido, California 92025.
The address for FMR, LLC is 82 Devonshire Street, Boston, Massachusetts 02109. The address for BlackRock, Inc. is 40 East

52nd Street, New York, New York, 10022.

The number of shares of common stock beneficially owned by each stockholder is determined under SEC rules, and the information is
not necessarily indicative of beneficial ownership for any other purpose. Under such rules, beneficial ownership includes any shares as
to which a person has sole or shared voting power or investment power and also any shares which a person has the right to acquire
within 60 days after October 18, 2011 through the vesting and/or exercise of any equity award or other right. The inclusion herein of
such shares, however, does not constitute an admission that the named stockholder is a direct or indirect beneficial owner of such
shares. Unless otherwise indicated, each person named in the table has sole voting power and investment power (or shares such power
with his or her spouse) with respect to all shares of common stock listed as owned by such person.

The shares of common stock shown in the table include the following numbers of shares that are issuable upon the exercise of stock
options: Mr. Funk 55,208; Mr. Barker 8,073; Mr. Spinner 4,440; Ms. Burton 1,773; Mr. Cianciolo 16,403; Ms. Graham 5,320;
Mr. Heffernan 49,703;

14
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Mr. Roy 15,083; Mr. Griffin 3,507; Mr. Matthews 4,850; Mr. Shamber 43,946; Mr. Traficanti 6,685; all directors and executive officers
as a group 245,325.

The shares of common stock shown in the table include the following numbers of shares issuable pursuant to restricted stock units:
Mr. Funk 4,500; Mr. Shamber 1,800; all directors and executive officers as a group 10,748.

The shares of common stock shown in the table include the following numbers of shares issuable pursuant to performance stock
awards: Mr. Spinner 25,000; all directors and executive officers as a group 25,000.

The shares of common stock shown in the table include the following numbers of shares that are issuable pursuant to phantom stock in

the Company's Deferred Compensation and Deferred Stock Plans (the "Deferral Plans"): Mr. Barker 25,160; Mr. Spinner 4,062;

Mr. Cianciolo 17,956; Ms. Graham 6,384; Mr. Heffernan 15,030; Mr. Shamber 10,732; Mr. Traficanti 2,415; all directors and executive
officers as a group 108,616.

The shares of common stock shown in the table include the following numbers of shares held in trust by the ESOT and allocated to the
individuals under the ESOP: Mr. Funk 1,747; Mr. Spinner 466; Mr. Griffin 132; Mr. Matthews 208; Mr. Shamber 2,210;
Mr. Traficanti 208; all directors and executive officers as a group 9,120.

The shares of common stock shown in the table include the following numbers of shares that are allocated to the individual's account
under our 401(k) Plan's Stock Fund: Mr. Griffin 319; Mr. Matthews 107; Mr. Shamber 1,652; Mr. Traficanti 181; all directors and
executive officers as a group 2,406.

C))
Includes 5,260 shares of common stock held by, or by a custodian for, his minor children.

&)
Includes 2,000 shares of common stock held for the benefit of Mr. Cianciolo in an individual retirement account.

(0)
The ESOT disclaims beneficial ownership of allocated shares of common stock in the ESOP to the extent that the beneficial ownership
of such shares is attributable to participants in the ESOP.

@)
Beneficial ownership information based on information contained in a Schedule 13G/A filed with the SEC on February 14, 2011 by
FMR, LLC. In its role as an investment adviser to various investment companies, FMR, LLC has the sole voting power with respect to
12,100 shares and the sole dispositive power with respect to 5,703,342 shares.

®)

Beneficial ownership information based on information contained in a Schedule 13G/A filed with the SEC on February 9, 2011 by
BlackRock, Inc.
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CORPORATE GOVERNANCE

Summary

We are committed to maintaining strong corporate governance practices and principles. The Board actively monitors developments relating
to the corporate governance of public corporations, and the Board has consulted with our legal counsel and independent registered public
accounting firm to evaluate our current corporate governance and other practices in light of these developments. Our policies and practices
reflect corporate governance best practices and are compliant with the requirements of the Sarbanes-Oxley Act of 2002, SEC rules and
regulations and the listing standards of the NASDAQ Stock Market ("NASDAQ"). For example:

The Board has adopted clear corporate governance principles, which were most recently revised in September 2011, that
outline the roles and responsibilities of the Board and its committees and establish policies regarding governance matters
such as Board meetings and communications, performance evaluations of the Board and our Chief Executive Officer, stock

ownership guidelines, and director orientation and continuing education;

A majority of the members of the Board are independent within the NASDAQ listing standards' definition, and the Board
makes an affirmative determination regarding the independence of each director annually;

All members of the Board's standing committees the Audit Committee, the Compensation Committee and the Nominating
and Governance Committee are independent within the NASDAQ listing standards' definition;

The independent members of the Board meet regularly without the presence of management;

We have designated an independent director to serve as our "Vice Chair and Lead Independent Director" to coordinate the
activities of the other independent members of the Board;

We have a clear code of business conduct and ethics that applies to our principal executive officers and all members of our
finance department, including our principal financial officer and principal accounting officer;

The charters of the Board's committees clearly establish their respective roles and responsibilities; and

The Audit Committee has procedures in place for the anonymous submission of employee complaints on accounting,
internal controls or auditing matters.

In addition, our corporate governance principles limit our independent directors to serving on no more than a total of four public company
boards and limit our executive officers to serving on no more than a total of two public company boards, in each case, including our Board.
Directors and executive officers must notify the Nominating and Governance Committee in advance of accepting an invitation to serve on
another corporate board. Directors are also required to notify the Nominating and Governance Committee when their principal occupation or
business association changes, at which point the committee will evaluate the propriety of continued Board service.

As discussed under PROPOSAL 1 ELECTION OF DIRECTORS Majority Vote Standard for Election of Directors, in September 2007, we
amended our Bylaws to provide for a majority voting standard for uncontested elections of directors and the Board approved amendments to the
Nominating and Governance Committee's charter to implement the majority voting standard for directors. The amendments to the Nominating
and Governance Committee's charter establish the procedures for the Nominating and Governance Committee's deliberations regarding whether
to accept an offer by a nominee for director to resign from the Board if that nominee does not receive more votes cast "FOR" his or her election
than votes cast "AGAINST" his or her election.
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‘We maintain a corporate governance page on our website that includes key information about our corporate governance initiatives. The

corporate governance page can be found at www.unfi.com, by clicking on "Investors" and then on "Corporate Governance." Copies of our
corporate governance principles, our code of business conduct and ethics, the charters for each of our Board committees and the charter of the
Lead Independent Director can be found on the corporate governance page of our website. Information contained on our website is not
incorporated by reference in this proxy statement or considered to be part of this document.

Director Independence

Our corporate governance principles require a majority of the members of the Board to be independent directors as such term is defined in
the NASDAQ listing standards. The Board, upon the recommendation of the Nominating and Governance Committee, has determined that six of
its eight members are independent. Our six independent directors are Gordon D. Barker, Mary Elizabeth Burton, Joseph M. Cianciolo, Gail A.
Graham, James P. Heffernan and Peter A. Roy. Michael S. Funk and Steven L. Spinner are our employees and therefore are not independent
directors. Our former director, Thomas B. Simone, served as an independent director as defined in the NASDAQ listing standards during fiscal
2011 until his retirement on December 16, 2010.

Our corporate governance principles and the charter for each of the Boards' standing committees the Audit Committee, the Compensation
Committee, and the Nominating and Governance Committee require all members of the Board's standing committees to be independent. The
charter of the Audit Committee also requires each of its members to meet the definition of independence under Section 10A of the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), and the SEC's rules thereunder. The charter of the Compensation Committee requires
each of its members to be a non-employee director within the meaning of Rule 16b-3 under the Exchange Act and an outside director within the
meaning of Section 162(m) of the Internal Revenue Code, as amended (the "Code").

Vice Chair and Lead Independent Director

The Board has created the position of Vice Chair and Lead Independent Director. Mr. Barker, Chair of the Nominating and Governance
Committee, currently serves as the Vice Chair and Lead Independent Director. In accordance with our corporate governance principles and the
charter of the Lead Independent Director, the Vice Chair and Lead Independent Director must be independent, and unless the Board determines
otherwise, the Chair of the Nominating and Governance Committee shall serve as the Vice Chair and Lead Independent Director. The Vice
Chair and Lead Independent Director is responsible for coordinating the activities of the other independent directors and for performing such
other duties and responsibilities as the Board may determine from time to time, including:

Serving as a liaison between the Chair of the Board, independent directors, and the President and Chief Executive Officer;

Leading the annual performance reviews of the Chair of the Board and the President and Chief Executive Officer, and
leading the full Board in an annual review of the performance and effectiveness of the Board and its committees;

Recommending to the Board the membership of the Board's committees, and recommending to the Chair of the Board the
retention of advisers and consultants who report directly to the Board;

Advising the Chair of the Board as to an appropriate schedule of and agenda for the Board's meetings and ensuring the
Board's input into the agenda for the Board's meetings;

18



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A

Table of Contents

Advising the President and Chief Executive Officer as to the quality, quantity, and timeliness of the information submitted
by the Company's management that is necessary or appropriate for the independent directors to effectively and responsibly

perform their duties;

Assisting the Board, the Nominating and Governance Committee, and our officers in better ensuring compliance with and
implementation of our corporate governance principles; and

Serving as the Chair for executive sessions of the Board's independent directors and acting as Chair of the Board's regular
and special meetings when the Chair is unable to preside.

A complete description of the duties of the Lead Independent Director is included in the charter of the Lead Independent Director, a copy of
which can be found in the corporate governance section of our website at www.unfi.com.

Board Leadership Structure

The Board is currently led by the Chair of the Board, Mr. Funk, and by the Vice Chair and Lead Independent Director, Mr. Barker. The
Board believes that it is in our best interests for two separate members of the Board to lead the Board. This dual leadership role combines the
benefits of Mr. Barker's guidance as an independent director and Mr. Funk's prior executive management experience with the Company, and its
predecessor company, from 1976 to 2008. Our corporate governance principles do not require the Chair of the Board to be independent and do
not specify whether the positions of Chair of the Board and Chief Executive Officer must be separated.

The Chair and Vice Chair and Lead Independent Director provide overall leadership to the Board in its oversight function, whereas the
Board believes that the Chief Executive Officer, Mr. Spinner, provides leadership with respect to the day-to-day management and operation of
our business. We believe the separation of the offices of the Board's leadership from our day-to-day management and operations allows
Mr. Funk and Mr. Barker to focus on managing the Board's matters and allows Mr. Spinner to focus on managing our business. The Board
believes this leadership structure has enhanced the Board's oversight of, and independence from, management, the ability of the Board to carry
out its roles and responsibilities on behalf of our stockholders, and our overall corporate governance. Furthermore, the Board believes that
having a Lead Independent Director vested with key duties and responsibilities (as discussed above) and the Board's standing committees
comprised of and chaired by independent directors (as discussed below) provides a formal structure for strong independent oversight of our
management team.

Risk Oversight

The Board has overall responsibility for risk oversight. The Board exercises its oversight responsibilities with respect to strategic,
operational and competitive risks, as well as risks related to the planning for succession of our Chief Executive Officer and other members of
senior management. The Board has delegated responsibility for the oversight of specific risks to the Board's committees as follows: the Audit
Committee discusses with management and the independent auditor significant financial risk exposures and the steps management has taken to
monitor, control, and report such exposures; and the Compensation Committee is responsible for ensuring that compensation policies and
programs do not encourage our executives to take unnecessary and excessive risks that could threaten our value. All committees report to the full
Board as appropriate, including when a matter rises to the level of a material or enterprise level risk. We believe the division of risk management
responsibilities described above is an effective approach for addressing the risks facing our company.

Compensation Risk

In fiscal 2011, we performed a comprehensive assessment for the Compensation and Audit Committees of our Board to determine whether
the risks arising from any of our compensation policies
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or practices are reasonably likely to have a material adverse effect on us. Our assessment covered each material element of executive and
non-executive employee compensation and any risk mitigating factors as discussed below. We believe that our policies and practices do not
create risks that are reasonably likely to have a material adverse effect on us. In addition, the structure of our compensation program for
executive officers does not incentivize unnecessary or excessive risk taking. The base salary component of compensation does not encourage
risk-taking because it is a fixed amount. The current incentive plan awards have the following risk-limiting characteristics for our cash and
equity incentive compensation for fiscal 2011:

Equity awards to each executive officer are limited to a total of the sum of 100% of base salary and 50% of the prior fiscal
year cash incentive earned.

Equity awards are limited in the form of stock options to approximately 20% of the total award value, which reduces the
incentive to take unnecessary or excessive risks to increase our stock price. The remaining 80% of the total award value is
delivered in the form of restricted stock units, which aligns the interests of our executive officers to long-term stockholder

interests.

Equity awards to employees generally have graded vesting with 25% of the grant vesting on each anniversary of the grant
date.

Executive officers are subject to our executive stock ownership guidelines as described in EXECUTIVE
COMPENSATION Compensation Discussion and Analysis Other Programs, Policies and Considerations and all
non-employee directors are subject to stock ownership requirements as described in DIRECTOR COMPENSATION Stock

Ownership Requirement.

Members of the Compensation Committee approve the final incentive compensation plan awards in their discretion, after
reviewing executive and corporate performance.

Equity awards and cash-based incentive plan awards are subject to our Recoupment Policy as described in EXECUTIVE
COMPENSATION Compensation Discussion and Analysis Other Programs, Policies and Considerations.

Committees of the Board of Directors

The Board currently has three standing committees: the Compensation Committee, the Audit Committee and the Nominating and
Governance Committee. Upon recommendation of the Nominating and Governance Committee, the full Board appoints members of each
committee. Each committee is responsible for appointing its chair. In addition to the individuals identified as committee members below, the
Vice Chair and Lead Independent Director is an ex-officio member of each of the committees described below.

Compensation Committee. The Compensation Committee establishes or approves all policies and procedures related to our human
resources function, including employee compensation, incentive programs, our 401(k) plan, and administers our stock incentive plans, including
the 2002 Stock Incentive Plan, the 2004 Equity Incentive Plan, and 1996 Stock Option Plan. Additionally, this committee evaluates and
establishes the compensation of our executive officers whose compensation is described below in EXECUTIVE COMPENSATION
TABLES Summary Compensation Table Fiscal Years 2009-2011, including our Chief Executive Officer and Chief Financial Officer. The
Compensation Committee also reviews the compensation of the other members of our senior management team and recommends to the Board
the compensation for our non-employee directors. For a description of the role of the Compensation Committee, its consultants and management
in setting executive compensation, please see EXECUTIVE COMPENSATION Compensation Discussion and Analysis How We Make Decisions
Regarding Executive Pay. The Compensation Committee also approves our annual compensation discussion and analysis included in our annual
proxy statements.
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The agenda for meetings of the Compensation Committee is determined by its Chair with the assistance of our Chief Executive Officer,
Chief Financial Officer, Chief Human Resources and Sustainability Officer and Secretary and General Counsel. Compensation Committee
meetings are regularly attended by the Chair of the Board, the Chief Executive Officer, the Chief Financial Officer, the General Counsel and the
Chief Human Resources and Sustainability Officer. At certain meetings during fiscal 2011, the Compensation Committee met in executive
session. The Compensation Committee's Chair reports the committee's recommendations on executive compensation to the Board. Independent
advisors and the Company's finance, human resources, benefits and legal departments support the Compensation Committee in its duties and
may be delegated authority to fulfill certain administrative duties regarding the compensation programs. The Compensation Committee has
authority under its charter to retain, approve fees for and terminate advisors, consultants and agents as it deems necessary to assist in the
fulfillment of its responsibilities.

The Compensation Committee's charter is available on our website, www.unfi.com. The Compensation Committee held seven meetings
during fiscal 2011. The current members of the Compensation Committee are Mr. Heffernan (chair), Ms. Graham and Messrs. Cianciolo and
Roy, each of whom is an independent director.

Audit Committee. The Board has an Audit Committee that is a separately designated standing audit committee established in accordance
with Section 3(a)(58)(A) of the Exchange Act. The Audit Committee is responsible for monitoring the integrity of our financial reporting
process and systems of internal controls regarding finance, accounting, and legal compliance; monitoring the independence of our independent
registered public accounting firm; and monitoring the performance of our independent registered public accounting firm, management and our
internal audit department. Among the Audit Committee's duties are to review the results and scope of the audit and other services provided by
our independent registered public accounting firm.

The Audit Committee's charter is available on our website, www.unfi.com. The Audit Committee held eight meetings during fiscal 2011.
The current members of the Audit Committee are Ms. Burton (chair) and Messrs. Barker, Cianciolo and Heffernan, each of whom is an
independent director. The Board has determined that Ms. Burton and Messrs. Barker, Cianciolo and Heffernan are audit committee financial
experts, as defined by the rules and regulations of the SEC.

Nominating and Governance Committee. The Nominating and Governance Committee is responsible for developing, reviewing and
recommending to the Board for adoption our corporate governance principles; identifying and nominating candidates for election to the Board;
assessing and making recommendations to the Board regarding the size and composition of the Board and the size, composition, scope of
authority, responsibilities and reporting obligations of each of the Board's committees; and assisting the Board in conducting performance
reviews of the Board and its committees and members. For additional information regarding the director nomination process undertaken by the
Nominating and Governance Committee, please refer to PROPOSAL 1 ELECTION OF DIRECTORS Nomination of Directors.

The Nominating and Governance Committee's charter is available on our website, www.unfi.com. The Nominating and Governance
Committee held three meetings during fiscal 2011. The current members of the Nominating and Governance Committee are Mr. Barker (chair),
Ms. Burton and Mr. Roy, each of whom is an independent director.

Board Meetings

During the fiscal year ended July 30, 2011, the Board met ten times and following each of the Board's meetings, the independent directors
met in executive session without the presence of management (in each case, including by telephone conference). All directors attended at least
75% of the meetings of the Board and of the committees on which they served. We encourage each member of the Board to attend our annual
meetings of stockholders. All of our directors attended last year's annual meeting either in person or by webcast, with the exception of Mr. Roy.
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PROPOSAL 1 ELECTION OF DIRECTORS

Directors and Nominees for Director

Currently, the Board is comprised of eight directors. The directors are divided into three classes, each serving until the date of the third
annual meeting following the annual meeting at which such director was elected. The Board consists of two Class I directors (Messrs. Cianciolo
and Roy), three Class II directors (Mses. Burton and Graham and Mr. Barker) and three Class III director (Messrs. Funk, Heffernan and
Spinner).

The term of each Class III director will expire at the 2011 Annual Meeting of Stockholders, unless elected to a new term by our
stockholders. Each of our current Class III directors has been nominated to stand for re-election as a director at the 2011 Annual Meeting of
Stockholders to hold office until the annual meeting of stockholders to be held in 2014 and until their successors are elected and qualified. Each
nominee has indicated his or her willingness to serve, if elected. If any nominee should be unable to serve, the person acting under the proxy
may vote the proxy for a substitute nominee. We have no reason to believe any of the nominees will be unable to serve if elected.

We have described below information concerning the business experience and qualification of each of our Class III directors and incumbent
directors.

The Board unanimously recommends that stockholders vote "FOR'' each of the director nominees. Proxies received by the Board will
be voted ""FOR'' each of the nominees unless a contrary choice is specified in the proxy.

NOMINEES FOR ELECTION TO TERM EXPIRING 2014 (CLASS III)

Michael S. Funk, age 57, has served as Chair of the Board since September 2008, a position which he also held from January 2003 to
December 2003, and has been a member of the Board since February 1996. Mr. Funk served as our President and Chief Executive Officer from
October 2005 to September 2008. Mr. Funk also served as Vice Chair of the Board from February 1996 until December 2002, as our Chief
Executive Officer from December 1999 until December 2002 and as our President from October 1996 until December 1999. From its inception
in July 1976 until April 2001, Mr. Funk served as President of Mountain People's Warehouse, Inc., one of our wholly-owned subsidiaries.

Mr. Funk's extensive knowledge of our industry and our historical operations as well as his past service as our Chief Executive Officer
brings to the Board valuable insight into the day-to-day operations of our company and a deep understanding of the natural and organic products
distribution business. His institutional knowledge of all operational aspects of our business resulting from his long-time involvement with the
Company is also valuable to the Board.

James P. Heffernan, age 65, has served as a member of the Board since March 2000. Mr. Heffernan serves as Chair of our Compensation
Committee and as a member of our Audit Committee. Mr. Heffernan has served as a Director for the New York Racing Association since
November 1998. Mr. Heffernan has served as a Director of Solutia, Inc. since February 2008 and as a Director of Command Security Corp. since
October 2010. Mr. Heffernan has previously served as a member of the Board of Directors of Columbia Gas System, Inc. from January 1993
until November 2000.

The totality of Mr. Heffernan's professional experience, together with his other board service has provided him with the background and
experience of board processes, function, compensation practices and oversight of management which is valuable to the Board.

13

23



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A

Table of Contents

Steven L. Spinner, age 51, has served as our President and Chief Executive Officer and as a member of the Board since September 2008.
Mr. Spinner also served as our Interim President of the Eastern Region from September 2010 to December 2010. Prior to joining the Company
in September 2008, Mr. Spinner served as a director and as Chief Executive Officer of Performance Food Group Company ("PFG") from
October 2006 to May 2008, when PFG was acquired by affiliates of The Blackstone Group and Wellspring Capital Management. Mr. Spinner
previously had served as PFG's President and Chief Operating Officer beginning in May 2005. Mr. Spinner served as PFG's Senior Vice
President and Chief Executive Officer Broadline Division from February 2002 to May 2005 and as PFG's Broadline Division President from
August 2001 to February 2002. Mr. Spinner has served as a Director of Arkansas Best Corporation since July 2011.

Mr. Spinner's extensive experience in the wholesale food distribution business, including most recently having served as the president and
chief executive officer of one of the largest publicly traded foodservice distribution businesses in the United States, brings valuable insight to the
Board beyond the knowledge and insight he brings from being our president and chief executive officer.

INCUMBENT DIRECTORS TERMS EXPIRING 2012 (CLASS 1)

Joseph M. Cianciolo, age 72, has served as a member of the Board since September 1999. Mr. Cianciolo serves as a member of the Audit
Committee and Compensation Committee. Mr. Cianciolo served as the Managing Partner of KPMG LLP's, Providence, Rhode Island office,
from June 1990 until June 1999. Mr. Cianciolo also serves on the Board of Nortek, Inc. and Eagle Bulk Shipping, Inc.

Mr. Cianciolo brings valuable management, financial and corporate governance experience to the Board. Mr. Cianciolo's extensive
experience in the accounting profession, including his 38 years with an international public accounting firm, during 29 of which he served as an
audit engagement partner, is valuable to the Board.

Peter Roy, 55, has served as a member of the Board since June 2007. Mr. Roy is a member of our Nominating and Governance Committee
and our Compensation Committee. Mr. Roy is an entrepreneur and since 1999 has been a strategic advisor to North Castle Partners. In
connection with his role as a strategic advisor to North Castle Partners, Mr. Roy served on the boards of Avalon Natural Products, Inc. and
Naked Juice Company. Additionally, Mr. Roy currently serves on the board of directors of West Marine, Inc. From 1993 to 1998, Mr. Roy
served as President of Whole Foods Market, Inc. and, for five years prior to that, served as President of that company's West Coast Region.

Mr. Roy's experience as the President of Whole Foods Market allows him to provide the Board essential insight and guidance into the
day-to-day operations of natural and organic products retailers, including a key customer of ours. In addition, his experience in the healthy
lifestyle industry helps the Board maintain its focus on our core values, including our sustainability goals.

INCUMBENT DIRECTORS TERMS EXPIRING 2013 (CLASS II)

Gordon D. Barker, age 65, has served as Vice Chair of the Board and Lead Independent Director since January 2010 and as a member of
the Board since September 1999. Mr. Barker serves as Chair of the Nominating and Governance Committee and as a member of the Audit
Committee. Mr. Barker served on the Board of Directors of The Sports Authority, Inc. from April 1998 to May 2006.
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Mr. Barker served as a contract Chief Executive Officer for QVL Pharmacy Holdings, Inc., a privately-held entity, from October 2004 until
February 2007. Mr. Barker served as Chief Executive Officer of Snyder's Drug Stores, Inc. from October 1999 to March 2004. Snyder's Drug
Stores, Inc. filed for Chapter 11 bankruptcy in September 2003 and emerged from this filing in March 2004. Mr. Barker has served as President
of Barker Holdings, LLC since January 2004. Mr. Barker has served as the principal of Barker Enterprises, an investment and consultant firm,
since January 1997.

Mr. Barker's extensive business experience within the retail sector, including his having served as a chief executive officer of three retail
drug store chains, coupled with his past experience as a public company director and deep understanding of corporate governance matters
contribute to his qualifications to serve on the Board.

Mary E. Burton, age 59, has served as a member of the Board since August 2010. Ms. Burton serves as Chair of the Audit Committee and
as a member of the Nominating and Governance Committee. Ms. Burton served as Interim Chief Executive Officer of Zale Corporation, a
specialty jewelry retailer, from January 2006 to July 2006 and as President and Chief Executive Officer from July 2006 to December 2007.
Ms. Burton also has been the Chief Executive Officer of BB Capital, Inc., a retail advisory and management services company, since 1992. Prior
directorships include The Sports Authority, Inc. from 1999 to 2006, Aeropostale, Inc. from 2000 to 2006, Rent-a-Center, Inc from 2002 to 2007
and Zale Corporation from 2003 to 2007. Ms. Burton currently serves on the board of directors of Staples, Inc., a board that she has served on
since 1993.

Ms. Burton is an experienced business leader whose extensive executive level experience within the retail industry, including insight into
marketing, merchandising and operational management adds experience to the Board in these important areas. Her past experience as the chief
executive officer of large retailers like Zale Corporation and ToysRUs.com add to her qualifications.

Gail A. Graham, 60, has served as a member of the Board since October 2002. Ms. Graham serves as a member of our Compensation
Committee. Ms. Graham has served as the General Manager of Mississippi Market Natural Foods Cooperative, a consumer owned and
controlled cooperative in St. Paul, Minnesota, since October 1999. Ms. Graham served as Vice Chair of the Board of Directors of Blooming
Prairie Cooperative Warehouse from November 1994 until October 1998 and from November 2000 until October 2002. Ms. Graham served as
the Chair of the Board of Directors of Blooming Prairie Cooperative Warehouse from November 1998 until October 2000. Ms. Graham resigned
from the Board of Directors of Blooming Prairie Cooperative Warehouse in October 2002, concurrent with our purchase of the cooperative and
her appointment to the Board.

Ms. Graham's active involvement in the natural products industry for over 30 years, including her experience in managing natural food
cooperatives and her deep understanding of the issues facing our industry bring to the Board a unique perspective on the issues facing our
company and industry generally.

Majority Vote Standard for Election of Directors

We adopted a majority voting standard for the election of directors as an amendment to our bylaws in 2007. If the number of nominees
exceeds the number of directors to be elected in an election (a contested election), directors will be elected by a plurality standard. However,
when the number of nominees does not exceed the number of directors to be elected (an uncontested election) as is the case at this year's annual
meeting, our bylaws require each of the directors to be elected by a majority of the votes cast (that is, the number of shares voted "for" a director
must exceed the number of shares voted "against" that director). If a nominee who is serving as a director is not elected at the annual meeting,
under Delaware law the director would continue to serve on the Board as a "holdover director." However, under our bylaws, any director who
fails to be elected must offer to tender his or her resignation to the Board. The Nominating and Governance Committee would then make a
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recommendation to the Board whether to accept or reject the resignation, or whether other action should be taken. The Board will act on the
Nominating and Governance Committee's recommendation and publicly disclose its decision and the rationale behind it within 90 days from the
date the election results are certified. The director who offers to tender his or her resignation will not participate in the Board's decision or the
Nominating and Governance Committee's deliberations (if the director is a member of that committee). If a nominee who was not already
serving as a director is not elected at the annual meeting, under Delaware law that nominee would not become a director and would not serve on
the Board as a "holdover director." All nominees for election as directors at the Annual Meeting of Stockholders are currently serving on the
Board.

Nomination of Directors

The Nominating and Governance Committee reviews the qualifications of every person recommended as a nominee to the Board to
determine whether the recommended nominees are qualified to serve on the Board. The Nominating and Governance Committee has adopted
qualitative standards by which it determines if nominees are qualified to serve on the Board. The Nominating and Governance Committee
evaluates recommended nominees in accordance with the following criteria:

Personal characteristics. The Nominating and Governance Committee considers the personal characteristics of each
nominee, including the nominee's integrity, accountability, ability to make informed judgments, financial literacy,
professionalism and willingness to meaningfully contribute to the Board (including by possessing the ability to communicate
persuasively and address difficult issues). In addition, the Committee evaluates whether the nominee's previous experience

reflects a willingness to establish and meet high standards of performance, both for him or herself and for others.

Core Competencies. The Nominating and Governance Committee considers whether the nominee's knowledge and
experience would contribute to the Board's achievement of certain core competencies. The Committee believes that the
Board, as a whole, should possess competencies in accounting and finance, business judgment, management best practices,

crisis response, industry knowledge, leadership, strategy and vision.

Board Independence. The Nominating and Governance Committee considers whether the nominee would qualify as
"independent" under SEC rules and NASDAQ listing standards.

Director Commitment. The Nominating and Governance Committee expects that each of our directors will prepare for and
actively participate in meetings of the Board and its committees, provide advice and counsel to our management, develop a
broad knowledge of our business and industry and, with respect to an incumbent director, maintain the expertise that led the
Committee to initially select the director as a nominee. The Committee evaluates each nominee on his or her ability to

provide this level of commitment if elected to the Board.

Additional Considerations. Each nominee also is evaluated based on the overall needs of the Board and the diversity of
experience he or she can bring to the Board, whether in terms of specialized knowledge, skills or expertise. Although we do
not have a formal policy with regard to the consideration of diversity in identifying director nominees, the Nominating and
Governance Committee strives to nominate directors with a variety of complementary skills so that, as a group, the Board
will possess the appropriate talent, skills and expertise to oversee the Company's businesses.

Following this evaluation, the Nominating and Governance Committee will make recommendations for membership on the Board and
review such recommendations with the Board, which will decide whether to invite the candidate to be a nominee for election to the Board.
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Director Nominees Recommended by Stockholders

The Nominating and Governance Committee evaluates nominees recommended by stockholders on the same basis as nominees
recommended by any other sources, including making a determination whether the candidate is qualified to serve on the Board based on the
qualitative standards described above. To be considered by the Nominating and Governance Committee, a stockholder who wishes to
recommend a director nominee must deliver or send by first class U.S. mail a written notice addressed to Joseph J. Traficanti, Corporate
Secretary, United Natural Foods, Inc., 313 Iron Horse Way, Providence, RI 02908. The written notice must be received by our Corporate
Secretary not less than 60 days nor more than 90 days prior to the date of the annual meeting; provided that in the event that less than 70 days
notice or prior public disclosure of the date of the annual meeting is given or made, notice by the stockholder must be received not later than the
close of business on the 10th day following the date on which such notice of the date of the meeting was mailed or such public disclosure was
made, whichever occurs first. The notice to our Corporate Secretary must include the information specified in our bylaws, including the
following: (a) as to each proposed nominee (i) the name, age, business address and, if known, residence address of each such nominee, (ii) the
principal occupation or employment of each such nominee, (iii) the number of our shares which are beneficially owned by each such nominee,
and (iv) any other information concerning the nominee that must be disclosed as to nominees in proxy solicitations pursuant to Regulation 14A
under the Exchange Act (including such person's written consent to be named as a nominee and to serve as a director if elected); and (b) as to the
stockholder giving the notice (i) the name and address, as they appear on our books, of such stockholder and (ii) the class and number of our
shares which are beneficially owned by such stockholder. We may require any proposed nominee to furnish such other information as may be
reasonably required by the Nominating and Governance Committee to determine the eligibility of such proposed nominee to serve as a member
of the Board.

Communication with the Board of Directors

Our stockholders may communicate directly with the Board. All communications should be in written form and directed to Joseph J.
Traficanti, Corporate Secretary, United Natural Foods, Inc., 313 Iron Horse Way, Providence, RI 02908. Communications should be enclosed in
a sealed envelope that prominently indicates that it is intended for the Board. Each communication intended for the Board and received by the
corporate secretary that is related to our operation and is relevant to a specific director's service on the Board will be forwarded to the specified
party following its clearance through normal review and appropriate security procedures.
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DIRECTOR COMPENSATION

The Board and the Compensation Committee review and determine compensation for our non-employee directors, in part, based on a
review of the annual Director Compensation Survey prepared by the National Association of Corporate Directors. The Compensation Committee
and the Board believe that we should fairly compensate non-employee directors for work required in a company of our size and scope and that
compensation should align the non-employee directors' interests with the long-term interest of our stockholders. Our non-employee director
stock ownership guidelines, which are discussed in greater detail below, are also designed to align the interests of our non-employee directors
with those of our stockholders. Mr. Spinner, our President and Chief Executive Officer, does not receive compensation for his service on the
Board. Mr. Funk does not receive cash compensation for his service as a director and our Chair of the Board. He receives equity-based
compensation for his service as Chair of the Board and cash compensation for his service as an executive advisor.

Compensation of our Non-Employee Directors

The components of our non-employee director compensation are cash fees and awards of stock options and restricted stock units. Each
non-employee director is also reimbursed for direct expenses incurred in connection with his or her attendance at meetings of the Board and its
committees.

During fiscal 2011, each non-employee director received the following compensation (as applicable):

Annual cash retainer of:

$75,000 for serving as the Vice Chair and Lead Independent Director;

$30,000 for serving as a director;

$15,000 for serving as the chair of the Audit Committee; and

$8,000 for serving as chair of the Compensation Committee or Nominating and Governance Committee.

Meeting attendance fees of:

$2,200 for each in-person meeting of the Board of Directors;

$1,100 for each telephonic meeting of the Board of Directors;

$1,700 for each meeting of the Audit Committee; and

$1,100 for each meeting of the Compensation Committee and Nominating and Governance Committee

Annual equity grants consisting of:
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Options to purchase 2,660 shares of common stock and 3,192 restricted stock units for serving as a director;

Options to purchase 2,660 shares of common stock and 3,592 restricted stock units for serving as chair of the

Compensation Committee; and

Options to purchase 3,500 shares of common stock and 6,000 restricted stock units for serving as Vice Chair and
Lead Independent Director (and therefore chair of the Nominating and Governance Committee).

With respect to all equity awards to non-employee directors in fiscal 2011, one-third of the annual grants vested immediately, and the
remaining two-thirds vest in equal annual installments over a
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two-year period from the date of grant. The stock options have an exercise price equal to the closing price of our common stock on the
NASDAAQ Global Select Market on the grant date.

Compensation of Mr. Funk

Mr. Funk, our current Chair of the Board and our former President and Chief Executive Officer, serves as an executive advisor to us and
makes himself generally available to our executive officers. We pay him a base salary and provide him with the health and welfare benefits and
other employee benefits generally available to our executives. Mr. Funk's base salary during fiscal 2011 was $125,000. Mr. Funk does not
receive fees for attending meetings of the Board or its committees. During fiscal 2011, Mr. Funk received an award of 3,500 stock options and
6,000 restricted stock units, each of which vested immediately with respect to one-third of the awards and the remainder of which will vest in
two equal annual installments beginning on the first anniversary of the date of grant.

We are currently a party to a severance agreement with Mr. Funk. The severance agreement includes confidentiality, non-competition and
intellectual property assignment provisions. For a period of one year following either his termination for a reason other than Cause, death or
disability, or his resignation for Good Reason, the agreement requires us to pay to Mr. Funk his base salary in effect as of the termination date of
his employment and provide certain medical benefits. In the event of either Mr. Funk's termination for a reason other than Cause, death or
disability or his resignation for Good Reason within one year of a Change in Control, then he shall be entitled to the severance payments and
medical benefits provided in the previous sentence, acceleration and full vesting of all unvested stock options, restricted stock and restricted
stock unit grants made to Mr. Funk, and the full vesting of his account under our ESOP. When used in regard to Mr. Funk's severance
arrangement, the terms "Cause", "Good Reason" and "Change in Control" shall have the meanings described below in EXECUTIVE
COMPENSATION Compensation Discussion and Analysis Other Programs, Policies and Considerations Change in Control Agreements.

Deferred Compensation

Our non-employee directors are eligible to participate in our Deferred Compensation Plan and Deferred Stock Plan. For a description of
these plans, please see EXECUTIVE COMPENSATION TABLES Nongqualified Deferred Compensation Fiscal 2011.
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Director Compensation Table Fiscal 2011

The following table summarizes compensation provided to our Chair of the Board and all persons who served as non-employee directors

during fiscal 2011.

DIRECTOR COMPENSATION

Change in
Pension
Value
and
Nonqualified
Deferred
Fees Earned Stock Option Compensation All Other
or Paid in Awards Awards  Earnings Compensation

Name Cash ($)(1) $©2 $3 ®@ $© Total ($)
Gordon D. Barker 115,800 203,400 36,927 356,127
Mary E. Burton 85,000 108,209 28,065 221,274
Joseph M. Cianciolo 67,200 108,209 28,065 203,474
Michael Funk 203,400 36,927 125,000 365,327
Gail A. Graham 55,300 108,209 28,065 191,574
James P. Heffernan 64,500 121,769 28,065 214,334
Peter Roy 55,300 108,209 28,065 191,574
Thomas B.
Simone(6) 19,500 19,500

)

@

3

@

This column reports the amount of cash compensation earned in fiscal 2011 for service on the Board and its committees.

The amounts contained in this column represent the grant date fair value for the restricted stock units granted in fiscal 2011 calculated

in accordance with Financial Accounting Standards Board Accounting Standards Codification 718, Stock Compensation ("ASC 718").

The grant date fair value for restricted stock units is calculated using the intrinsic value method based on the closing price of our

common stock on the NASDAQ Global Select Market on the date of grant. At July 30, 2011, the directors had restricted stock units
representing the right to acquire the following number of shares of common stock: Mr. Barker 5,599 shares; Ms. Burton 2,128 shares;

Mr. Cianciolo 3,326 shares; Mr. Funk 24,400 shares; Ms. Graham 3,192 shares; Mr. Heffernan 3,593 shares; and Mr. Roy 3,192 shares.
At July 30, 2011, Mr. Simone held no stock awards.

The amounts contained in this column represent the grant date fair value of awards of stock options granted in fiscal 2011 calculated in
accordance with ASC 718. Refer to footnote 3 to the consolidated financial statements in our Annual Report on Form 10-K for the

fiscal year ended July 30, 2011 for a discussion of the relevant assumptions used to determine the grant date fair value of these awards.

At July 30, 2011, the directors had options to purchase the following number of shares of shares of common stock: Mr. Barker 9,240

shares; Ms. Burton 2,660 shares; Mr. Cianciolo 17,290 shares; Mr. Funk 62,000 shares; Ms. Graham 6,207 shares; Mr. Heffernan 50,590
shares; and Mr. Roy 15,970 shares. At July 30, 2011, Mr. Simone held no option awards.

As of July 30, 2011, four of our non-employee directors have elected to defer restricted stock or restricted stock units under the
Deferred Stock Plan or Deferred Compensation Plan, respectively. These shares are valued at the current market price of our common
stock, and therefore have no above market or preferential earnings. As of July 30, 2011, there are no directors who defer a portion of
their director fees paid in cash under the Deferred Compensation Plan.
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&)
The amount in this column represents the amount of cash compensation that Mr. Funk earned in fiscal 2011 in his capacity as our
executive advisor. Mr. Funk does not receive fees for attending meetings of the Board or its committees.

Q)

Mr. Simone did not stand for reelection and retired from the Board at the conclusion of his term on December 16, 2010.

Stock Ownership Requirement

All non-employee directors are required to hold shares of our stock in an amount that is determined in accordance with a formula based
upon the compensation expense recorded by us in connection with annual equity grants to our non-employee directors. The minimum share
ownership level for each non-employee director is equal to 50% of the number of shares that would have been covered by a stock option grant
having an equal compensation expense to that of the director's combined equity grants for the prior fiscal year. Non-employee directors who are
elected or appointed to the Board are required to attain this level of stock ownership within five years following their election or appointment to
the Board. Once attained, each non-employee director is required to maintain this level of stock ownership for as long as the director serves on
the Board. All our directors with more than one full year of service own our stock.

Compensation Committee Interlocks and Insider Participation

The current members of our Compensation Committee are Ms. Graham and Messrs. Cianciolo, Heffernan and Roy. All members of the
Compensation Committee are independent within the meaning of the NASDAQ listing standards and no member is an employee or former
employee of the Company. During fiscal 2011, no member of the Compensation Committee had any relationship requiring disclosure under

Certain Relationships and Related Party Transactions. None of our executive officers served during fiscal 2011 as a member of the
compensation committee (or other committee serving an equivalent function) of any other entity, one of whose executive officers served as a
director on the Board or as a member of the Compensation Committee. None of our executive officers served during fiscal 2011 as a director of
any other entity, one of whose executive officers served as a director on the Board or as a member of the Compensation Committee.

Certain Relationships and Related Transactions
Review and Approval of Related Person Transactions

We review all relationships and transactions in which the Company and our directors, nominees for director, executive officers, greater than
5% beneficial owners or any of their immediate family members are participants (or any entity in which they have an interest is a participant), in
order to determine whether such persons have a direct or indirect material interest in the relationships or transactions. Our legal department, in
conjunction with the corporate finance department and outside legal counsel, is primarily responsible for the development and implementation of
processes and controls to obtain information from these "related persons" regarding such transactions and relationships and for determining,
based on the facts and circumstances and SEC regulations, whether we or a related person has a direct or indirect material interest in the
transaction. The Nominating and Governance Committee also reviews this information. Our policies and procedures for the review, approval or
ratification of transactions that are required by SEC rules to be reported under Transactions with Related Persons are not in writing, rather, they
fall under the general responsibilities of our corporate finance department and Nominating and Governance Committee. The Company requires
that any related party transactions must be on terms no less favorable to the Company than could be obtained from unaffiliated third parties. As
required under SEC regulations, transactions between us
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and any related person in which the amount involved exceeds $120,000 and a related person has a direct or indirect material interest are
disclosed in our proxy statement.

Each of our executive officers, directors and nominees for director is required to complete and deliver to us an annual questionnaire that
includes, among other things, a request for information relating to any transactions in which both the executive officer, director, nominee,
beneficial owner or any of their respective immediate family members, on the one hand, and the Company, on the other hand, participates, and
in which the executive officer, director, nominee, beneficial owner or immediate family member, has a material interest. We review the
responses to these questionnaires as part of our process for determining whether disclosure is required to be made under the SEC's related person
disclosure rules.

Transactions with Related Persons

One of our non-employee directors, Ms. Graham, has been the General Manager of Mississippi Market Natural Foods Cooperative, a
consumer owned and controlled cooperative in St. Paul, Minnesota since October 1999. Mississippi Market Natural Foods Cooperative is a
customer of the Company that purchased approximately $6.6 million of products from us during fiscal 2011. Ms. Graham had no financial
interest in those transactions. Terms provided to this customer are the same as other customers with similar volumes and purchasing patterns.
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AUDIT COMMITTEE REPORT

The Audit Committee of the Board of Directors is comprised solely of independent directors, as defined by NASDAQ listing standards and
Section 10A of the Exchange Act and SEC rules thereunder, and it operates under a written charter adopted by the Board of Directors. The
composition of the Audit Committee, the attributes of its members and its responsibilities, as reflected in its charter, are intended to be in
accordance with applicable requirements for corporate audit committees. The Audit Committee reviews and assesses the adequacy of its charter

on an annual basis. A copy of the Audit Committee's current charter can be found in the Investors section of our website, www.unfi.com. The
Board has made a determination that the Audit Committee has at least one member, Ms. Burton, the Chair of the Audit Committee, who
qualifies as an "audit committee financial expert" within the meaning of SEC regulations, and that she has accounting and related financial
management expertise in accordance with NASDAQ listing standards. All committee members are financially literate.

The Audit Committee has prepared the following report on its activities with respect to the audited consolidated financial statements for the
fiscal year ended July 30, 2011 (for purposes of this report, the "audited financial statements"). The following report of the Audit Committee
does not constitute soliciting material and should not be deemed filed or incorporated by reference into any other of our filings under the
Securities Act or the Exchange Act, except to the extent we specifically incorporate this report by reference in the specified filing.

As part of its specific duties, the Audit Committee reviews the Company's financial reporting process on behalf of the Board of Directors;
reviews the financial information issued to stockholders and others, including a discussion of the quality, and not only the acceptability, of our
accounting principles, the reasonableness of significant judgments, and the clarity of discussions in the financial statements; and monitors our
systems of internal control and the audit process. Management is responsible for the preparation, presentation and integrity of our financial
statements, accounting and financial reporting principles, and disclosure controls and procedures designed to ensure compliance with accounting
standards and applicable laws and regulations. Management also is responsible for objectively reviewing and evaluating the adequacy,
effectiveness and quality of our own system of internal control. Our independent registered public accounting firm, KPMG LLP, is responsible
for performing an independent integrated audit of the consolidated financial statements and the effectiveness of internal control over financial
reporting and expressing an opinion as to whether the consolidated financial statements conform with accounting principles generally accepted
in the United States of America and as to whether the Company maintained effective internal control over financial reporting.

The Audit Committee has met and held discussions with management and our independent registered public accounting firm. In our
discussions, management has represented to the Audit Committee that the Company's consolidated financial statements were prepared in
conformity with accounting principles generally accepted in the United States. The Audit Committee has reviewed and discussed the audited
financial statements with management and KPMG LLP, our independent registered public accounting firm. The Audit Committee meets with
our internal auditors and independent registered public accounting firm, with and without management present, to discuss the results of their
examinations, the evaluations of the Company's internal controls and the overall quality of the Company's financial reporting.

The Audit Committee held eight formal meetings in fiscal 2011. These meetings included quarterly pre-earnings release telephone
conference calls. The Audit Committee discussed with the independent registered public accounting firm all matters required to be discussed in
accordance with auditing standards.

The Company's independent registered public accounting firm has also provided to the Committee the written disclosures and the letter
required by the Public Company Accounting Oversight Board, and
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the Audit Committee has considered and discussed with KPMG LLP the firm's independence and the compatibility of any non-audit services
provided by the firm with its independence.

Based on the Audit Committee's review of the audited financial statements and the review and discussions noted above, the Audit
Committee recommended that the Board of Directors include the audited financial statements in the Company's Annual Report on Form 10-K
for the year ended July 30, 2011, for filing with the SEC. The Board has approved this recommendation.

Mary E. Burton, Chair

Gordon D. Barker

Joseph M. Cianciolo

James P. Heffernan
The foregoing Report of the Audit Committee shall not be deemed "filed" for any purpose, including for the purposes of Section 18 of the
Exchange Act or otherwise subject to the liabilities of that Section. The Report of the Compensation Committee shall not be deemed
incorporated by reference into any filing under the Securities Act of 1933, as amended (the "Securities Act"), or under the Exchange Act,
regardless of any general incorporation language in such filing.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis
Overview

In this section, we describe the principles, policies and practices that formed the basis for our executive compensation program in fiscal
2011 and explain how they were applied to the named executive officers of the Company. This Compensation Discussion and Analysis presents
historical and current information and analysis related to the compensation programs for our named executive officers and is not necessarily
indicative of the compensation that these officers will receive from us in the future. For purposes of this Compensation Discussion and Analysis,
our Named Executive Officers for fiscal 2011 were the following individuals:

President and Chief Executive Officer (Steven L. Spinner);

Senior Vice President, Chief Financial Officer and Treasurer (Mark E. Shamber);

Senior Vice President, General Counsel and Chief Compliance Officer (Joseph J. Traficanti);

President of UNFI International (David A. Matthews); and

Senior Vice President, National Distribution (Sean F. Griffin).

Compensation Program Highlights

Our executive compensation program incorporates the following best practices:

Approximately 50% of total target compensation for our executives is performance-based and can be earned only upon the
achievement of challenging corporate, divisional and individual goals selected to motivate executives to achieve our

corporate objectives and enhance stockholder value.

The compensation of our executives differs based on individual experience, role and responsibility and performance.

Portions of our incentive compensation are earned over different and overlapping time periods, ensuring that performance is
not maximized during one period at the expense of other periods.

Significant amounts of each Named Executive Officer's compensation are at risk of forfeiture in the event of conduct
detrimental to us, termination of employment prior to vesting or a material negative restatement of our financial condition or

operating results.

We have a recoupment (clawback) policy applicable to our executive officers, including our Named Executive Officers,
which provides that if we restate all or a portion of our financial statements within two years of filing the financial
statements all or a portion of any bonus or incentive compensation paid or granted after May 28, 2009 may be recouped by

us in the sole discretion of the Board.
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We have stock ownership guidelines for directors, Named Executive Officers and our other executive officers.

Our executives participate in the same retirement, health, welfare and other benefits programs as all of our other corporate
executives. There are no supplemental executive retirement plans or other special benefits or material perquisites established

exclusively for the benefit of the Named Executive Officers.

We conduct an annual review and assessment of potential compensation-related risks in our programs. Based on this
assessment, we have concluded that our compensation programs do not
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encourage behaviors that would create risks reasonably likely to have a material adverse effect on the Company.

We have not repriced equity awards.

The Compensation Committee is solely comprised of independent directors.

Our Compensation Committee is advised by Steven Hall & Partners, an independent compensation consultant. The
consultant is retained by the Committee directly and performs no other consulting or other services for the Company.

2011 Developments

Our executive compensation program for fiscal 2011 was substantially similar to the program for fiscal 2010, with the addition of a

performance share and performance unit award made to Mr. Spinner, as further described under Components of our Executive Compensation
Program Long-Term Equity-Based Incentive Program.

Executive Compensation Program Philosophy

Our executive compensation program is designed to:

Attract individuals with the skills necessary for us to achieve our business plan;

Motivate our executive talent;

Reward our executives fairly over time for performance that enhances stockholder value; and

Retain those individuals who continue to perform at or above the levels that are deemed necessary to ensure our success.
Our compensation program is also designed to reinforce a sense of ownership in the Company, urgency with respect to meeting deadlines
and overall entrepreneurial spirit. The program links rewards, including both short-term and long-term awards, as well as cash and non-cash

awards, to measurable corporate and individual performance metrics established by our Compensation Committee.

In applying these principles, we seek to integrate compensation with our short- and long-term strategic plans and to align the interests of
our executives with the long-term interests of our stockholders through equity-based opportunities.

The program is designed to provide executives with economic and personal goals which seek to drive performance in specific areas of
concentration. These goals meet the requirements of our short-term and long-term business strategies and are aligned with the interests of our
stockholders. In addition, our program is designed to balance our growth strategies with a managed approach to risk tolerance.

How We Make Decisions Regarding Executive Pay

The Compensation Committee, management and the Compensation Committee's independent compensation consultant each play a role in
designing the compensation program and determining performance levels and associated payouts. The role of the Compensation Committee,
management and the independent compensation consultant are carefully determined to reflect best corporate governance practices.

Role of the Compensation Committee

The Compensation Committee is responsible for establishing, implementing and monitoring our executive compensation program and its
adherence to the compensation philosophy. The Compensation
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Committee establishes company-wide, division-level and individual performance goals for the Named Executive Officers. The Compensation
Committee also evaluates corporate and individual performance and determines appropriate levels of compensation for our executives. The
Compensation Committee makes all decisions with respect to the compensation of our Chief Executive Officer and other executive officers.

As part of the compensation approval process for our executive officers, other than our Chief Executive Officer, the Compensation
Committee considers the views and recommendations of management and its independent compensation consultant as described in greater detail
below.

Role of the Management

Our President and Chief Executive Officer along with our Chief Human Resources and Sustainability Officer and Chief Financial Officer
provide the Compensation Committee with an assessment of our corporate performance and of other executive officers performance, and make
recommendations for the compensation of other executive officers based on our corporate performance. Additionally, our President and Chief
Executive Officer, our Chief Human Resources and Sustainability Officer, and our Chief Financial Officer discuss with the Compensation
Committee management's internal projections with respect to a variety of performance metrics and operations goals for the next fiscal year.
Other members of management assist the Compensation Committee on an as needed basis.

No executive officer makes any decision on any element of his or her own compensation.
Role of Independent Compensation Consultant

The Compensation Committee has retained Steven Hall & Partners ("Consultant"), a nationally recognized executive compensation
consultant, as its compensation consultant to provide independent, third-party advice and expertise on all aspects of executive compensation and
related corporate governance matters.

The Consultant provided the Compensation Committee with an overview of comparative market data and also provided the Compensation
Committee with advice throughout the 2011 fiscal year on new issues and developments regarding executive compensation and related
disclosures. The Compensation Committee has retained the Consultant to assist in designing and establishing our executive compensation
program for fiscal 2012. In the future, the Compensation Committee may retain the Consultant or other similar consultants.

The Consultant does not provide any other services to the Company.
Competitive Marketplace Assessment

In making compensation decisions, the Compensation Committee periodically reviews the compensation packages for officers in like
positions with similar responsibilities at organizations similar to ours. In setting the Named Executive Officers' compensation for fiscal 2011, at
the request of the Compensation Committee, the Consultant conducted a review of the comparator group referenced by the Compensation
Committee when evaluating pay levels. In selecting appropriate comparators, the Compensation Committee considered a number of factors,
including similarities in industry, size, and operating margins.

Following an extensive review, the following twelve companies were selected by the Compensation Committee as appropriate comparators:
Core-Mark Holding Company, Inc., Dean Foods Company, Del Monte Foods Company, Green Mountain Coffee Roasters, Inc., The Hain
Celestial Group, Inc., Nash Finch Company, Perrigo Company, Ruddick Corporation, The J.M. Smucker Company, Spartan Stores, Inc., United
Stationers, Inc. and Whole Foods Market, Inc. In addition to compensation levels,
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the Compensation Committee also reviewed program designs for these companies, including an assessment of pay vehicles and performance
metrics.

We do not benchmark compensation in the traditional manner. In general, the Compensation Committee references the median of the
competitive compensation marketplace, but market data is only one factor among many considered by the Compensation Committee when
making determinations regarding executive compensation. Other factors considered include individual performance, scope of responsibilities,
tenure, criticality of the position, retention concerns and the need to recruit new officers.

Components of our Executive Compensation Program

Our executive compensation philosophy is reflected in the principal elements of our executive compensation program. The four key
components of our compensation program in fiscal 2011 were:

Base salary;

Performance-based annual cash incentives;

Long-term equity-based incentive awards in the form of stock options, restricted stock units and, in certain instances,
performance-based share and unit awards; and

Other compensation and benefits including minimal perquisites and participation in the Deferral Plans (as described below)
as well as participation in benefit plans generally available to all of our employees, such as participation in the Company's
401(k) plan and ESOP.

Pay Mix

When setting targeted total compensation for fiscal 2011, our Compensation Committee determined that target cash compensation should
comprise approximately 50% of our Named Executive Officer's total target compensation, with base salary contributing approximately 67% and
performance-based cash incentives contributing approximately 33% to targeted cash compensation. The Compensation Committee believes that
equity should also comprise a significant portion of the Named Executive Officers' compensation to more closely align our Named Executive
Officers' interests with those of our stockholders.

Base Salary

As described above, our Compensation Committee is responsible for setting base salaries for our Named Executive Officers. Base salaries
provide a fixed rate of pay designed to compensate executives for day-to-day responsibilities and are established based on the scope of their
respective responsibilities, competitive market conditions, individual performance and tenure.

Base salaries are generally reviewed annually in the first quarter of each fiscal year, but may be adjusted from time to time to realign
salaries with market levels, taking into account the Named Executive Officer's responsibilities, performance, experience and proven capability.
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The table below reflects the fiscal 2010 and fiscal 2011 base salaries for the Named Executive Officers, and the percentage change in base
salaries between those two periods:

Fiscal 2010 Fiscal 2011 Percentage
Named Executive Officer Base Salary(1) Base Salary(2) Change
Steven L. Spinner $ 775,000 $ 798,250 3.0%
Mark E. Shamber $ 350,000 $ 360,500 3.0%
Joseph J. Traficanti $ 315,000 $ 336,000 6.7%
David A. Matthews $ 275,000 $ 250,000 (9.1%)
Sean F. Griffin $ 335,000 $ 345,050 3.0%

)

For each Named Executive Officer, fiscal 2010 base salaries were effective as of August 2, 2009.

@
For each Named Executive Officer other than David A. Matthews, fiscal 2011 Base Salaries were effective as of August 1, 2010.
Joseph J. Traficanti's annual salary was increased from $315,000 to $336,000 in recognition of additional duties assumed related to
risk management and safety. David A. Matthews' annual salary was decreased from $275,000 to $250,000 concurrent with his transfer
from Eastern Region President to President of UNFI International in September 2010.

Performance-Based Annual Cash Incentive Compensation

Our Compensation Committee is responsible for setting performance-based annual cash incentive compensation. Receipt of this
compensation is contingent upon satisfaction of individual and division-level or Company-wide financial and operational performance metrics
established by our Compensation Committee together with specific goals tied to individual performance. The factors considered by the
Compensation Committee in setting this compensation vary depending on the individual executive, but generally relate to strategic projects or
financial factors such as net sales, gross margin, operating income and other measures of our profitability.

Minimum Performance Hurdle. For the 2011 fiscal year, the performance goals for the Named Executive Officers required that at a
minimum, we achieve earnings before interest and taxes of $126.1 million. If this threshold was not achieved, the Named Executive Officers, as
well as all other executive officers and employees, would not have been eligible to receive an annual performance-based cash incentive,
regardless of performance or achievement of other performance objectives.

Annual Incentive Targets. As discussed in more detail below, for the Named Executive Officers, the targeted annual cash award for the
2011 fiscal year ranged from 30% of the officer's base salary for "standard" performance to 50% of the officer's base salary for "superior"
performance and 100% of the officer's base salary for "outstanding" performance.

In setting the performance targets, the Compensation Committee considered historic levels of performance for those categories and based
the performance metric on results that were improvements over the prior year's results. Furthermore, in establishing the intended degree of
difficulty of the payout levels for each performance metric, the Compensation Committee set the performance targets at levels that required
successful implementation of corporate operating objectives in order for meaningful payouts to occur. The Compensation Committee believed
that the targets related to "standard" performance were highly achievable in light of budgeted expectations, but the payouts for "superior"
performance and "outstanding" performance each required significant improvement over the prior year's comparable performance. We believe
that one of the best indicators of how difficult a particular performance metric was to achieve is reflected in what level of payout the executive
actually received
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with respect to the metric. The performance targets selected by the Committee for fiscal 2011 included, among others, the following:

Applicable Targets
Actual

Performance Measures Standard Superior Outstanding Performance
Consolidated earnings before interest and taxes $ 126,100,000 $ 137,200,000 $ 144,000,000 $ 136,063,000
Return on invested capital 10.69% 10.74% 10.79% 10.65%
Consolidated earnings per diluted share $ 1.66 $ .70  $ 174  $ 1.68
Free cash flow from operations $ 35,000,000 $ 50,000,000 $ 60,000,000 $ 9,065,000
Manage legal expenses $ 1,900,000 $ 1,800,000 $ 1,700,000 $ 2,587,000
Reduction in workers compensation expense 1.24% 1.17% 1.10% 1.17%
Service to inventory metric, which is a combined measurement
of inventory levels as measured in days on hand and
out-of-stock levels 0.00 5.00 10.00 5.69
Reduction in distribution expense as a percentage of net sales 0.18% 0.23% 0.28% 0.00%

In addition to the above-listed performance targets, certain of the Named Executive Officers had other performance goals that were specific
to the individual for fiscal 2011 that are described in more detail below.

Determination of Annual Incentive Plan Payouts. The Compensation Committee reviews the performance of each Named Executive
Officer during the performance period and determines the level of performance-based compensation, if any, to be awarded to each Named
Executive Officer. This amount may not exceed the target for "outstanding" performance. However, the Compensation Committee may, in its
discretion, award an amount less than an amount attributable to a certain level of performance that was attained.

The actual amount to be earned by the Named Executive Officer is determined and paid in a single lump sum in the first quarter of the
fiscal year following the fiscal year in which the award is earned by the Named Executive Officer, unless the executive has previously elected to
defer such compensation into the Deferral Compensation Plan.

While no targets were modified for the fiscal 2011 performance-based cash incentive payments, the Compensation Committee did approve
the adjustment of our actual results for certain significant events including non-recurring expenses and restructuring efforts during fiscal 2011.
As a result, our earnings before interest and taxes of $130.2 million and earnings per diluted share of $1.60 based on our fiscal 2011
consolidated financial statements were adjusted to $136.1 million and $1.68 per diluted share, respectively.
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The total performance-based annual incentive award targeted for and earned by each of the Named Executive Officers for 2011 fiscal year

performance, and the percentage of that amount to the Named Executive Officer's fiscal 2011 base salary and targeted award is set forth in the

following table:

Named Executive Officer
Steven L. Spinner
Mark E. Shamber
Joseph J. Traficanti
David A. Matthews

Sean F. Griffin

Performance-Based Annual

Incentive Payment

Actual Performance-Based Annual

Incentive Payment

Target
$ 798,250
$ 360,500
$ 336,000
$ 254,167
$ 345,050

Actual
$ 283,219
$ 100,868
$ 80,908
$ 189,939
$ 81,466

As a Percentage of

Base Salary

35.48%

27.98%

24.08%

74.73%

23.61%

As a Percentage of

Target

35.48%

27.98%

24.08%

74.73%

23.61%

Details regarding the performance targets, the associated levels of performance and actual payout percentage for fiscal 2011 for each of our

Named Executive Officers are included below.

Steven L. Spinner

Annual Incentive Payout as % of Base

Salary
Individual Goals Standard Superior Outstanding
Consolidated
earnings before
interest and
taxes 6.0% 15.0% 30.0%
Return on
invested capital 4.0% 10.0% 20.0%
Consolidated
earnings per
diluted share 6.0% 15.0% 30.0%
UNFI Canada 2.0% 5.0% 10.0%
projects
including

expansion by
acquisition and
increases in
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operating
income

Development of

national

platform for

supply chain

and operations

units 2.0% 5.0% 10.0%

Total: 20% 50% 100%

Mark E. Shamber

Annual Incentive Payout as % of Base
Salary

Individual Goals Standard Superior Outstanding

Consolidated
earnings before
interest and

taxes 6.0% 15.0% 30.0%
Return on

invested capital 4.0% 10.0% 20.0%
Consolidated

earnings per

diluted share 6.0% 15.0% 30.0%

Free cash flow
from operations 2.0% 5.0% 10.0%

Implementation
of nationalized
payroll platform
and conversion
of a division's

primary

financial

reporting

package 2.0% 5.0% 10.0%
Total: 20% 50% 100%
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Joseph J. Traficanti

Annual Incentive Payout as % of Base
Salary

Individual Goals Standard Superior Outstanding

Consolidated
earnings before
interest and

taxes 6.0% 15.0% 30.0%
Return on

invested capital 6.0% 15.0% 30.0%
Manage legal

expenses 4.0% 10.0% 20.0%

Reduction in

workers

compensation

expense 2.0% 5.0% 10.0%

Development of
policies and
procedures
related to our
national food

safety and

quality

assurance

platform 2.0% 5.0% 10.0%
Total: 20% 50% 100%

David A. Matthews

Annual Incentive Payout as % of Base

Salary

Individual Goals Standard Superior Outstanding

Consolidated
earnings before
interest and taxes 4.0% 10.0% 20.0%

Return on
invested capital 1.0% 2.5% 5.0%
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UNFI Canada's

earnings before

interest and

taxes(1) 12.0% 30.0% 60.0%

United States net

sales for
export(1) 3.0% 7.5% 15.0%
Total: 20% 50% 100%

)]
In setting the performance metrics applicable to Mr. Matthews based on the performance of our UNFI Canada division and our United
States-based international sales, the Compensation Committee considered historic levels of performance for those categories and based
the performance metric on results that were improvements over the prior year's results (extrapolated for a full fiscal year for UNFI
Canada earnings before interest and taxes). We believe that one of the best indicators of how difficult a particular performance metric
was to achieve is reflected in what level of payout the executive actually received with respect to the metric. Of the two performance
metrics that we have not disclosed targets for with respect to Mr. Matthews, he achieved the "outstanding" performance level for the
metric tied to our Canadian division's earnings before interest and taxes and achieved the "standard" performance level for the metric
tied to net sales for export.
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Sean F. Griffin

Annual Incentive Payout as % of Base
Salary

Individual Goals Standard Superior Outstanding

Consolidated

earnings before

interest and

taxes 6.0% 15.0% 30.0%

Return on
invested capital 6.0% 15.0% 30.0%

Service to

inventory

metric, which is

a combined

measurement of

inventory levels

as measured in

days on hand

and out-of-stock

levels 3.0% 7.5% 15.0%

Reduction in

distribution

expense as a

percentage of

net sales 3.0% 7.5% 15.0%

Improving gross
margin to
18.7%,
implementing
program to
improve gross
margin
reporting, and
generating

$5 million in
Clearvue
marketing
revenues 2.0% 5.0% 10.0%

Total: 20% 50% 100%
Long-term Equity-Based Incentive Program

Our core long-term incentive program in fiscal 2011 consisted of two elements: restricted stock units and stock options. In fiscal 2011,
these long-term equity-based incentives were generally delivered to our Named Executive Officers as follows:
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20% of the value of their long-term equity-based incentive awards in stock options; and

80% of the value of their long-term equity-based incentive awards in restricted stock units.

We believe that stock options and restricted stock units provide the Named Executive Officers with an incentive to improve our stock price
performance and a direct alignment with stockholders' interests, as well as a continuing stake in our long-term success. In addition, because
these equity awards vest ratably over time, we believe these awards provide strong incentives for the executives to remain employees of ours.

All of our equity awards are made pursuant to plans that have been approved by stockholders.

Timing of Awards. The Compensation Committee generally makes equity-based grants in September of each year when the
Compensation Committee also approves changes to our executive officers' annual base salaries, if any, but after we have publicly released our
preliminary results of operations for the recently completed fiscal year.

Determinations of Awards. 'The Compensation Committee reviews and approves annual equity-based awards for all of our eligible
employees, including our Named Executive Officers. The Compensation Committee has previously adopted a method of determining award
calculations based on percentages of base salary and performance-based compensation during the prior fiscal year dependent on the eligible
employee's position within the company. The Compensation Committee may disregard these guideline ranges for an employee, including a
Named Executive Officer, upon a determination that other factors should result in an equity award that exceeds or is less than the specified range
based on the executive's position with us, although it has never done so. These factors may include consideration of competitive compensation
data, a recent change in assigned duties, retention considerations or the historical performance of the executive. The Compensation Committee
also considers the recommendations of members of senior management with respect to the mix of stock options and restricted stock units.
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Similar to fiscal 2010, the Compensation Committee approved a total equity incentive award with a value equal to the sum of the Named
Executive Officer's base salary and 50% of the performance-based annual incentive award earned by the executive for the previous fiscal year's
performance.

Options. For the 2011 fiscal year, the Compensation Committee awarded stock option grants to our Named Executive Officers pursuant to
the Company's 2002 Stock Incentive Plan. The grants were approved on September 10, 2010, following the September 8, 2010 release of our
2010 fiscal year results of operations. These stock options have exercise prices equal to the closing price of our common stock on the NASDAQ
Global Select Market on the date of grant. The stock options vest in four equal annual installments beginning on the first anniversary of the date
of grant and are shown in the table in EXECUTIVE COMPENSATION TABLES Grants of Plan-Based Awards in 2011.

Restricted Stock Units. We also awarded restricted stock units to our Named Executive Officers pursuant to the Company's 2004 Equity
Incentive Plan on September 10, 2010. The restricted stock units vest in four equal annual installments beginning on the first anniversary of the

date of grant and are shown in the table in EXECUTIVE COMPENSATION TABLES Grants of Plan-Based Awards in 2011.

Performance Shares and Performance Units. On March 14, 2011, the Compensation Committee granted Mr. Spinner a target award of
25,000 performance shares and 12,500 performance units, which would vest upon the Company achieving certain levels of earnings before
interest and taxes and return on invested capital for the final six fiscal monthly periods of our fiscal year. To the extent that our performance
exceeded the targets presented for the performance period ending July 30, 2011, up to an additional 25,000 performance shares and an additional
12,500 performance units with immediate vesting could be awarded. The targets to achieve vesting on 25,000 of the performance shares and
12,500 performance units were earnings before interest and taxes of $75.8 million and return on invested capital of 11.38%. For Mr. Spinner to
achieve vesting on 50,000 performance shares and 25,000 performance units, the maximum possible under the grant, the Company needed to
earn at least $82.6 million in earnings before interest and taxes with a return on invested capital of at least 11.72%. In the event that our earnings
before interest and taxes or return on invested capital for the performance period were less than the targeted amounts of $75.8 million and
11.38%, respectively, Mr. Spinner could earn a lesser percentage of the award than the targeted amounts. The minimum earnings before interest
and taxes required for the performance period in order for Mr. Spinner to have the opportunity to earn a portion of the award was $64.7 million.
The minimum return on invested capital required for Mr. Spinner to have an opportunity to earn a portion of the award was 11.84%.

On September 6, 2011, the Compensation Committee determined that the Company's earnings before interest and taxes for the final six
fiscal months of fiscal 2011 was $68.3 million and return on invested capital for the same period was 8.95%. These results were adjusted to
exclude $5.8 million of the expenses associated with the restructuring of our conventional non-food and general merchandise lines of business,
to include $0.7 million which was received through vendor discounts in previous fiscal years but was converted to interest income in the current
year and to exclude the impact of our secondary public offering on our current liabilities. As adjusted, the Company's earnings before interest
and taxes and return on invested capital for the six fiscal month period ended July 30, 2011 was $74.8 million and 11.25%, respectively. Upon
comparing actual performance, adjusted as noted above, against the performance targets previously established by the Compensation Committee
as discussed above, the Compensation Committee approved the vesting of 18,924 of the performance shares for Mr. Spinner, and forfeiture of
the remaining target performance shares and all the target performance units, both effective as of the last day of the performance period.
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Our Named Executive Officers are eligible for the same level and offering of benefits that we make available to other employees, including
our ESOP, 401(k) plan, health care plan, life insurance plans, and other welfare benefit programs. In addition to the standard benefits offered to
all employees, our Named Executive Officers are eligible to participate in the Deferral Plans. We provide our Named Executive Officers with
the ability to defer compensation as a competitive pay practice so they may save in a non-qualified retirement plan in amounts greater than the
amount permitted to be deferred under our 401 (k) Plan. For a description of the Deferral Plans, see EXECUTIVE COMPENSATION
TABLES Nongqualified Deferred Compensation Fiscal 2011 below. We do not have any defined benefit pension plans available to our Named
Executive Officers.

Perquisites and Other Benefits. We provide certain Named Executive Officers with perquisites and other benefits that we believe are
reasonable and consistent with our overall executive compensation program. The costs of these benefits constitute only a small portion of each
Named Executive Officer's total compensation and includes, for certain Named Executive Officers, contributions to our defined contribution
plan, automobile allowances, corporate housing and commuting air travel reimbursement. We offer perquisites and other benefits that we believe
to be competitive with benefits offered by companies with whom we compete for talent for purposes of recruitment and retention.

Fiscal 2012 Compensation Changes

For fiscal 2012, the Compensation Committee has made modifications to the Company's compensation program in an effort to even more
closely align the Named Executive Officers' compensation with the interests of the Company's stockholders. While the components of the
Company's compensation program remain base salary, performance-based annual cash incentive compensation, long-term equity-based
incentive compensation and other compensation and benefits, some of the elements of these broader components have been changed for fiscal
2012.

Base salary. Base salary remains an important component of a Named Executive Officer's total compensation and for fiscal 2012, base
salaries are generally targeted in the second quartile (25" to 50" percentiles) of the Company's comparator group identified above. Fiscal 2012
base salaries for each of the Company's Named Executive Officers, other than Sean Griffin, have been increased 3% over fiscal 2011 levels.
Mr. Griffin's base salary for fiscal 2012 is up 20% over his fiscal 2011 base salary in response to findings from the Compensation Committee's
compensation consultant that his unique role was determined to be below our targeted second quartile levels. Set out below are the fiscal 2011
and fiscal 2012 base salaries for the Named Executive Officers and the percentage change between the periods:

Fiscal 2011 Fiscal 2012 Percentage

Named Executive Officer Base Salary Base Salary Change

Steven L. Spinner $ 798250 $ 822,200 3%
Mark E. Shamber $ 360,500 $ 371,315 3%
Joseph J. Traficanti $ 336,000 $ 346,080 3%
David A. Matthews $ 275000 $ 283,250 3%
Sean F. Griffin $ 345050 $ 415,000 20%

Performance-based Annual Cash Incentive Compensation. For fiscal 2012, annual performance-based cash incentive awards for the
Company's Named Executive Officers will be determined using a two-step process. First, an annual incentive plan pool will be established if
(1) the Company's ratio of total debt to earnings before interest, taxes and depreciation does not exceed 3.0 and the Company is
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in compliance with its debt covenants and (ii) one or more of the Company's revenue, earnings per diluted share or working capital levels exceed
certain targeted amounts. If these threshold conditions are met, the annual incentive pool will be funded and thereafter distributed among the
participants, including the Named Executive Officers, based upon the individuals' respective achievements with respect to their annual incentive
goals. These individual annual incentive goals differ for each participant based on their respective areas of responsibility, but generally include
one or more company-level financial goals including earnings per diluted share, earnings before interest and taxes, free cash flow from
operations, return on invested capital and revenue (the "Financial Goals") and one or more strategic goals tailored for each executive and his or
her responsibilities (the "Strategic Goals"). For the Named Executive Officers, the Financial Goals make up 80% of each officer's targeted
performance-based annual incentive compensation and the Strategic Goals make up the remaining 20%. Set forth below is the amount of annual
incentive compensation, expressed as a percentage of base salary, that each Named Executive Officer could earn based on "threshold," "target,"
and "maximum" fiscal 2012 performance:

Annual Incentive Payout as
a % of Base Salary

Named Executive Officer Threshold Target Maximum

Steven L. Spinner 35% 75% 150%
Mark E. Shamber 35% 75% 150%
Joseph J. Traficanti 25% 50% 100%
David A. Matthews 25% 50% 100%
Sean F. Griffin 35% 75% 150%

Long-Term, Equity-Based Incentive Compensation. For fiscal 2012, the Compensation Committee has determined to add a
performance-based restricted stock unit component to the Company's long-term, equity-based compensation. Accordingly, for fiscal 2012, the
Company's Named Executive Officers have been awarded a mixture of time-vested stock options and restricted stock units and
performance-based vesting restricted stock units. Each Named Executive Officer will be able to earn a targeted award equal to the sum of 125%
of the executive's base salary for fiscal 2012 and 50% of the actual performance-based annual cash incentive paid to the executive for fiscal 2011
performance. The time-vested stock options will account for 30.33% of the total targeted dollar value of the award, the time-vested restricted
stock units will account for 36.33% of the total targeted dollar value of the award and the performance-vested restricted stock units will account
for 33.34% of the total targeted dollar value of the award. The time-vested stock options and time-vested restricted stock units will vest 25% per
year over four years, and in the case of the stock options, have an exercise price equal to the fair market value of the Company's common stock
on the date of grant. The performance-vested restricted stock units have a performance period of two years, and will only vest upon the
achievement of an equally weighted predetermined level of return on capital for the Company's fiscal year ended August 3, 2012 and relative
total stockholder return versus the Company's comparator group. The actual number of shares of common stock that a Named Executive Officer
may receive on account of the performance-vested restricted stock units ranges from 0% of the targeted award to 200% of the targeted award.

In addition to the above-described, long-term, equity-based compensation, Mr. Spinner also has been awarded an additional
performance-based restricted share and stock unit award for fiscal 2012. Effective September 12, 2011, the Compensation Committee granted
Mr. Spinner an award of 25,000 performance shares and 12,500 performance units. The vesting of these performance shares and performance
units are subject to the Company' attainment of certain levels of earnings before interest
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and taxes and return on invested capital for the performance period from July 31, 2011 through July 28, 2012. The actual number of performance
shares and performance units that vest can range from 0% to 200% of the 37,500 granted.

Benefits and Other Compensation. There have been no material changes to the benefits and other compensation for the Named Executive
Officers for fiscal 2012.

Other Programs. Policies and Considerations
Potential Impact on Compensation from Executive Misconduct

If the Board determines that a Named Executive Officer has engaged in fraudulent or intentional misconduct, the Board will take action to
remedy the misconduct, prevent its recurrence, and impose such discipline on the wrongdoers as appropriate. Discipline would vary depending
on the facts and circumstances, and may include, without limitation, (1) termination of employment, (2) initiating an action for breach of
fiduciary duty, and (3) if the misconduct resulted in a significant restatement of the our financial results, seeking reimbursement of any portion
of performance-based or incentive compensation paid or awarded to the Named Executive Officer that is greater than would have been paid or
awarded if calculated based on the restated financial results. These remedies would be in addition to, and not in lieu of, any actions imposed by
law enforcement agencies, regulators or other authorities.

Recoupment (Clawback) Policy

We have adopted a recoupment policy applicable to our executive officers, including our Named Executive Officers, which provides that if
we restate all or a portion of our financial statements within two years of filing the financial statements with the SEC, our Board or the
Compensation Committee will, to the extent permitted by law, as it deems appropriate in its sole discretion require reimbursement of all or a
portion of any bonus or incentive compensation paid or granted after May 28, 2009 to any executive officer or other officer covered by this
policy. Our Board, or the Compensation Committee, also has the right in the event of such a restatement to cause the cancellation of
equity-based incentive or bonus awards that had been granted to these individuals and to, in certain circumstances, seek reimbursement of any
gains realized on the exercise of stock options or sales of shares of stock or payments received on account of restricted stock units or other
awards payable in cash, in either case attributable to any awards that formed all or a portion of such bonus or incentive award.

Policy on Gross Up Payments in Connection with a Change in Control

On December 8, 2010, the Compensation Committee adopted a formal policy under which we may not enter into new or amended
agreements which provide for "gross ups" for excise tax obligations payable by our executives upon termination of employment following a
change in control. On the same date, we entered into amendments to the change in control agreement with each of Messrs. Spinner, Traficanti
and Shamber to eliminate such "gross up" payments. As a result, none of our executives is a party to an agreement providing for "gross up"
payments for excise taxes imposed upon termination following a change in control.

Stock Ownership Guidelines

The Compensation Committee believes stock ownership guidelines are a key vehicle for aligning the interests of management and our
stockholders. A meaningful ownership stake by our Named Executive Officers demonstrated to our stockholders a strong commitment to the
Company's success. Accordingly, the Compensation Committee established a policy that requires our Named Executive Officers and other

senior officers to hold shares of stock in the Company in an amount that is
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determined in accordance with the same formula described above under DIRECTOR COMPENSATION Stock Ownership Requirement, except
that each Named Executive Officer's minimum share ownership level is based on equity grants made to such Named Executive Officer. The
executive officers must maintain the minimum share holdings for as long as they are employed by the Company and serving as an Executive
Officer. Executive officers, including Named Executive Officers, who served as executive officers in or prior to fiscal year 2004, when this
requirement was instituted, were required to attain this level of stock ownership within three years. Executive officers, including Named
Executive Officers, who were hired after fiscal year 2004, are required to attain this level of stock ownership within five years following their
appointment as an executive officer.

Tax Deductibility of Compensation

When it reviews compensation matters, the Compensation Committee considers the anticipated tax and accounting treatment of various
payments and benefits to the Company and, when relevant, to the executive. Internal Revenue Code Section 162(m) limits to $1 million the
annual tax dedication for compensation paid to each of the chief executive officer and the three other highest paid executive officers employed at
the end of the year (other than the chief financial officer). However, compensation that does not exceed $1 million during any fiscal year or that
qualifies as "performance-based compensation” (as defined in Internal Revenue Code Section 162(m)) is deductible. The Compensation
Committee considers these requirements and attempts to ensure that both cash and equity components of the Named Executive Officers' total
compensation are tax deductible for the Company, to the maximum extent possible, by the use of stockholder-approved plans that are intended
to comply, to the extent practicable, with Section 162(m) of the Code. However, our performance-based cash incentive plans have not
historically been considered stockholder approved and therefore an award made under those plans to our Chief Executive Officer or any of our
other three highest paid executive officers has not in the past been deducted by the Company to the extent that the officer's total compensation
not exempt from the Section 162(m) limitation for the fiscal year in which the award was made exceeded $1,000,000. The Compensation
Committee will continue to review and evaluate, as necessary, the impact of Section 162(m) on our executive compensation programs and the
possibility of structuring a cash-based incentive program that would qualify as performance-based for purposes of Section 162(m) of the Code.

Employment Agreements

We are not a party to any currently effective employment agreement with any of our Named Executive Officers. We believe that, generally,
employment agreements are not currently necessary in order to attract and retain talented personnel. However, due to the ever-changing
marketplace in which we compete for talent, this practice is regularly reviewed by the Compensation Committee to help ensure that we remain
competitive in our industry. We did, however, enter into an offer letter with Steven L. Spinner, our current President and Chief Executive
Officer, that sets forth certain terms of Mr. Spinner's employment with us, and the Compensation Committee and our Board have approved our
entering into severance agreements and change in control agreements with our executive officers. We may enter into employment agreements
with executive officers in the future if the Compensation Committee determines that such arrangements are in our best interest at that time.

Severance Agreements

We are currently a party to severance agreements with all of our Named Executive Officers except Mr. Griffin. Each of the currently
effective severance agreements includes confidentiality, non-competition and intellectual property assignment provisions. Outside the context of
a Change in Control, if we terminate any of our Named Executive Officers for any reason other than Cause, death, or disability or such Named

Executive Officer resigns for Good Reason, we would be required to pay
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to the executive (i) his base salary, as in effect as of the termination date of his employment, and (ii) provide certain medical benefits in each
case for a period of one year following such termination. If we terminate Mr. Spinner without Cause, his agreement also requires us to pay (i) a
pro rata portion of the bonus to which he would have been entitled for the year in which he was terminated, and (ii) an amount equal to the pro
rata portion of his unvested balance in the ESOP, which would vest on the first anniversary of the date of Mr. Spinner's termination. If we
terminate Mr. Spinner without Cause, a pro rata portion of the stock options awarded to Mr. Spinner and not vested and exercisable on or prior
to the date of Mr. Spinner's termination that would otherwise become vested and exercisable on or prior to the first anniversary of the date of
Mr. Spinner's termination, and any shares of restricted stock or restricted stock units granted to Mr. Spinner that would have had any restrictions
thereon removed or vested on or prior to the first anniversary of the date of Mr. Spinner's termination, will, in either case, have any restrictions
thereon removed or become vested, as the case may be. All such payments and vesting will be prorated based on the number of full calendar
months that Mr. Spinner was employed as our President and Chief Executive Officer during the fiscal year in which he resigned or was
terminated. In addition, if any of these severance payments cause Mr. Spinner to be subject to an excise tax under Section 4999 of the Code, we
would be required under the terms of our severance agreement with him to reimburse to Mr. Spinner an amount equal to such excise taxes.

Change in Control Agreements

We are a party to change in control agreements with all of our Named Executive Officers and certain other executive officers. Given the
fact that we do not have employment agreements with our Named Executive Officers, the Compensation Committee believes that the protections
afforded in the severance agreements and change in control agreements, as applicable, are reasonable and are an important element in retaining
executive officers. Under the terms of the change in control agreements, benefits to be paid upon a change in control are "double trigger," which
requires both a Change in Control and a termination of the Named Executive Officer by us for a reason other than Cause, death or disability or a
resignation by the Named Executive Officer for Good Reason within one year of the date of the Change in Control.

In the event of either a termination of a Named Executive Officer for a reason other than Cause, death or disability or his resignation for
Good Reason within one year of the date of a Change in Control, the Named Executive Officer would be entitled to receive a lump sum payment
equal to (i) a multiple of his base salary (multiple of 3, 2.99, 2.99, 1.5 and 1.5 for Messrs. Spinner, Shamber, Traficanti, Matthews and Griffin,
respectively), as in effect at that time of his termination of employment, (ii) the average annual bonus paid to the executive for the three fiscal
years prior to the date of his termination or resignation (or the average of the bonuses he has received if he will not have been employed by us
for three years as of such date, or, if he has not yet been awarded an annual bonus for the previously completed year as of such termination date,
then his target bonus for such year shall be included in the average), (iii) the pro rata portion of the target bonus for the fiscal year in which such
termination or resignation occurred, and (iv) an amount equal to his unvested account balance in the ESOP. In addition, all of the executive's
then outstanding but unvested equity awards will vest and, if applicable, become exercisable as of the date of termination or resignation. We will
also be required to continue to provide each executive with medical benefits in effect as of the date of such termination or resignation for a
period of three years following the termination or resignation. The provision of all such benefits will be subject to any restrictions under
applicable law, including under Section 409A of the Internal Revenue Code of 1986, as amended (the "Code"). In establishing the multiples of
base salary and bonus that a terminated Named Executive Officer would be entitled to receive following his or her termination without Cause or
for Good Reason, either before or within one year following a Change in Control, the Compensation Committee considered the need to be able
to competitively recruit and retain talented executive officers who often-times seek protection against the
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possibility that they might be terminated without cause or be forced to resign for Good Reason following a Change in Control.

For purposes of the severance agreements and change in control agreements described above, the terms "Cause", "Good Reason" and
"Change in Control" shall have the meanings set forth below.

"Cause" means (1) conviction of the executive under applicable law of any felony or any misdemeanor involving moral turpitude,
(2) unauthorized acts intended to result in the executive's personal enrichment at the material expense of the Company or its reputation, or
(3) any violation of the executive's duties or responsibilities to the Company which constitutes willful misconduct or dereliction of duty, or
material breach of the confidentiality and non-competition restrictions contained in the severance agreements and change in control agreements.

"Good Reason" means, without the executive's express written consent, the occurrence of any one or more of the following: (1) the
assignment of the executive to duties materially adversely inconsistent with his current duties, and failure to rescind such assignment within
thirty (30) days of receipt of notice from the executive; (2) a material reduction in the executive's title, executive authority or reporting status;
(3) arelocation more than 50 miles from the Company's offices in Providence, Rhode Island; (4) a reduction by the Company in the executive's
base salary, or the failure of the Company to pay or cause to be paid any compensation or benefits under the severance or change in control
agreement when due or under the terms of any plan established by the Company, and failure to restore such base salary or make such payments
within five days of receipt of notice from the executive; (5) failure to include the Named Executive Officer in any new employee benefit plans
proposed by the Company or a material reduction in the executive's level of participation in any existing plans of any type; provided that a
Company-wide reduction or elimination of such plans shall not give rise to a "Good Reason" termination; or (6) the failure of the Company to
obtain a satisfactory agreement from any successor to the Company with respect to the ownership of substantially all the stock or assets of the
Company to assume and agree to perform the severance agreement or change in control agreement, as the case may be.

"Change in Control" means the happening of any of the following:

any "person", including a "group" (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act, but excluding
the Company, any of its affiliates, or any employee benefit plan of the Company or any of its affiliates) is or becomes the
"beneficial owner" (as defined in Rule 13(d)(3) under the Exchange Act), directly or indirectly, of securities of the Company

representing the greater of 30% or more of the combined voting power of the Company's then outstanding securities;

approval by the stockholders of the Company of a definitive agreement (1) for the merger or other business combination of
the Company with or into another corporation if (A) a majority of the directors of the surviving corporation were not
directors of the Company immediately prior to the effective date of such merger or (B) the stockholders of the Company
immediately prior to the effective date of such merger own less than 60% of the combined voting power in the then
outstanding securities in such surviving corporation or (2) for the sale or other disposition of all or substantially all of the

assets of the Company; or

the purchase of 30% or more of the Company's stock pursuant to any tender or exchange offer made by any "person",
including a "group" (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act), other than the Company, any
of its affiliates, or any employee benefit plan of the Company or any of its affiliates.
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COMPENSATION COMMITTEE REPORT

We have reviewed and discussed the foregoing Compensation Discussion and Analysis with management. Based on our review and
discussion with management, we have recommended to the Board that the Compensation Discussion and Analysis be included in this proxy
statement and the Company's Annual Report on Form 10-K for the year ended July 30, 2011.

James P. Heffernan, Chair

Joseph M. Cianciolo

Gail A. Graham

Peter Roy

The foregoing Report of the Compensation Committee shall not be deemed "filed" for any purpose, including for the purposes of

Section 18 of the Exchange Act or otherwise subject to the liabilities of that Section. The Report of the Compensation Committee shall not be
deemed incorporated by reference into any filing under the Securities Act of 1933, as amended (the "Securities Act"), or under the Exchange
Act, regardless of any general incorporation language in such filing.
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EXECUTIVE COMPENSATION TABLES

Summary Compensation Table Fiscal Years 2009-2011

The following table sets forth for each of the Named Executive Officers: (i) the dollar value of base salary and non-equity incentive

compensation earned during the fiscal year indicated; (ii) the aggregate grant date fair value related to all equity-based awards made to the
Named Executive Officer for the fiscal year; (iii) the change in pension value and non-qualified deferred compensation earnings during the fiscal

year; (iv) all other compensation for the year; and (v) the dollar value of total compensation for the fiscal year.

(€]

SUMMARY COMPENSATION TABLE

Name and

Principal Position

Steven L. Spinner
President and
Chief Executive
Officer

Mark E. Shamber
Senior Vice
President,

Chief Financial
Officer
and Treasurer

Joseph J.
Traficanti
Senior Vice
President,
General Counsel,
Chief
Compliance Officer
and Corporate
Secretary

David A. Matthews
President of UNFI
International

Sean F. Griffin
Senior Vice
President,
National
Distribution

Year

2011
2010

2009

2011

2010

2009

2011

2011

2011

Stock

Option

Non-Equity Nonqualified
Deferred
Compensation All Other

Incentive
Plan

Salary Bonus Awards(l) Awards(1)Compensation(2Earnings(3)Compensation

$ 797,803
775,000

682,596

360,298
343,885

297,000

335,096

254,327

344,857

$ $ 2,378,538
789,774

1,882,940

363,069
300,810

265,032

327,474

289,167

300,015

$ 187,380
189,634

207,996

84,722
72,227

62,399

76,387

67,524

70,057

$

283,219 §$
456,320

424,390

100,868
207,305

157,974

80,909

189,939

81,466

1,526
211

698
247

391

769

$

Total

86,634(4) $ 3,735,100

80,095

41,987

16,739(5)
9,014

6,950

24,363(6)

21,600(7)

12,863(8)

2,291,034

3,239,909

926,394
933,488

789,746

844,229

822,557

810,027

Represents the full grant date fair value of awards of restricted stock units and stock options, and, with respect to Mr. Spinner, performance shares and
performance share units, computed under ASC 718 granted to the Named Executive Officers during the fiscal year indicated. Generally, the grant date
fair value is the amount that the Company would record as compensation expense in its financial statements over the award's vesting schedule,
excluding the impact of service-based forfeiture assumptions. These amounts do not reflect the actual amounts that were paid to, or may be realized by,
the Named Executive Officer for any of the fiscal years reflected. Refer to footnote 3 to the consolidated financial statements in our Annual Report on
Form 10-K for the year ended July 30, 2011 for a discussion of the relevant assumptions used to determine the grant date fair value of these awards.
The maximum potential grant date value of Mr. Spinner's award of performance shares and performance share units for fiscal 2011, 2010 and 2009 was
$3,152,250, $0 and $1,999,000, respectively.
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Amounts shown for fiscal 2011 reflect payments under our 2011 Senior Management Cash Incentive Plan. For a discussion regarding the 2011 Senior

Management Cash Incentive Plan, see EXECUTIVE COMPENSATION Compensation Discussion and Analysis Components of our Executive
Compensation Program Performance-Based Cash Incentive Compensation.

Amounts reported in this column represent earnings on deferred compensation that exceed 120% of the federal applicable long-term rate, which was
3.86%. These amounts as well as all other earnings on deferred compensation of the Named Executive Officers in fiscal 2011 are included in the table

included under Nongqualified Deferred Compensation Fiscal 2011 under the column "Aggregate Earnings in Last Fiscal Year".

Represents our contributions to a 401(k) account ($8,674), an automobile allowance ($4,800), an allowance for living expenses while in the area of our
Corporate Headquarters in Providence, Rhode Island ($37,200), an amount received to "gross up" the two preceding benefits to offset the related tax
obligations ($20,534), an allocation of shares under our ESOP ($8,674), our contributions to a 401(k) account ($8,086) and the provision of air travel
from Mr. Spinner's home in Virginia to our Corporate Headquarters ($7,340).

Represents an allocation of shares under our ESOP ($8,674) and our contributions to a 401(k) account ($8,065).

Represents an allocation of shares under our ESOP ($8,674), our contributions to a 401(k) account ($8,520) and the provision of air travel from
Mr. Traficanti's home in Virginia to our Corporate Headquarters ($7,169).

Represents an allocation of shares under our ESOP ($8,674), our contributions to a 401(k) account ($7,731) and the provision of air travel from
Mr. Matthew's home in Virginia to our Canadian facilities ($5,195).

Represents an allocation of shares under our ESOP ($5,497) and our contributions to a 401(k) account ($7,366).

4
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Grants of Plan-Based Awards in Fiscal 2011

The following table provides information about plan-based awards granted to the Named Executive Officers during the fiscal year ended

July 30, 2011. Grants of stock options were made under the 2002 Stock Incentive Plan. Grants of restricted stock units, performance shares and
performance share units were made under the 2004 Plan.

(¢))

2

(3

GRANTS OF PLAN-BASED AWARDS

All
Estimated Future Other All Other
Payouts Stock  Option
Estimated Possible Payouts Under Equity Awards: Awards:
Under Non-Equity Incentive Incentive Plan Number Number Exercise Grant Date
Plan Awards(1) Awards(2) of of or Base Fair Value

Shares Securities Price of  of Stock
of Stock Underlying Option and Option
Grant Threshold Target Maximufihreshol@arget Maximum or Units Options Awards  Awards

Name Date (C)] (C)] ® @ @ (G ®B  BH@ G $)6)
Steven L. 9/10/2010 17,760 $ 33.90 187,380
Spinner
9/10/2010 23,670 802,413
3/14/2011 37,500 75,000 3,152,250(7)

N/A 159,650 399,125 798,250

Mark E. 9/10/2010 8,030 $ 33.90 84,772
Shamber
9/10/2010 10,710 363,069
N/A 72,100 180,250 360,500

Joseph J. 9/10/2010 7,240 $ 33.90 76,387
Traficanti 9/10/2010 9,660 327,474
N/A 67,200 168,000 336,000

David A. 9/10/2010 6,400 $ 33.90 67,524
Matthews 9/10/2010 8,530 289,167
N/A 50,833 127,083 254,167

Sean F. 9/10/2010 6,640 $ 33.90 70,057
Griffin
9/10/2010 8,850 300,015
N/A 69,010 172,525 345,050

This column shows separately the possible payouts to the Named Executive Officers under the Company's 2011 Senior Management Cash Incentive
Plan for the fiscal year ended July 30, 2011 for "standard", "superior" and "outstanding" performance. Actual amounts paid in September 2011 for these

incentives are reflected in the table included under Summary Compensation Table Fiscal Years 2009-2011 under the column "Non-Equity Incentive
Plan Compensation”.

This column shows the number of performance shares and performance units granted in fiscal 2011 to our President and Chief Executive Officer.
Vesting of the performance shares and performance units was linked to our attaining certain levels of earnings before interest and taxes (dollars) and
return on invested capital for the performance period beginning on January 30, 2011 and ending on July 30, 2011. At the conclusion of the performance
period, and based on our actual results measured against the performance measures, 18,924 performance shares vested. The remaining performance
shares and all of the performance units were forfeited.
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This column shows the number of restricted stock unit awards granted in fiscal 2011 to the Named Executive Officers. All of the restricted stock unit
awards vest in four equal annual installments beginning on the first anniversary of the date of grant.

This column shows the number of stock options granted in fiscal 2011 to the Named Executive Officers. These options expire ten years from the date
of grant and vest and become exercisable in four equal annual installments beginning on the first anniversary of the date of grant.

This column shows the exercise price of stock option awards, which was the closing price of the Company's common stock on the grant date.

This column shows the full grant date fair value of restricted stock unit awards and stock options under ASC Topic 718 granted to the Named
Executive Officers in fiscal 2011. Generally, the grant date fair value is the amount that the Company would record as compensation expense in its
financial statements over the award's vesting schedule, excluding the impact of service based forfeiture assumptions.

This amount represents the grant date fair value of awards of performance shares and performance share units calculated as 75,000 shares, the
maximum payable under the awards, multiplied by the closing stock price on the date of grant, which was $42.03 per share.
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Outstanding Equity Awards at 2011 Fiscal Year-End

The following table summarizes information with respect to holdings of stock options and stock awards by the Named Executive Officers
as of July 30, 2011. This table includes unexercised and unvested stock options and unvested restricted stock units. Each equity grant is shown
separately for each Named Executive Officer, except that incentive stock options and non-qualified stock options granted on the same date with
the same material terms, including exercise price, vesting period and expiration date, are combined.

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR-END

Name

Steven L. Spinner

Mark E. Shamber

Joseph J. Traficanti

David A. Matthews

Sean F. Griffin

Grant
Date(1)

9/16/2008
9/16/2008
9/11/2009
9/11/2009
9/10/2010
9/10/2010

6/23/2003
12/3/2003
12/1/2004
12/8/2005
1/27/2006
12/7/2006
12/6/2007
12/6/2007
9/16/2008
9/16/2008
9/11/2009
9/11/2009
9/10/2010
9/10/2010

4/20/2009
6/19/2009
9/10/2010
9/10/2010

6/22/2009
6/22/2009
9/10/2010
9/10/2010

1/4/2010
1/4/2010
9/10/2010
9/10/2010

Option Awards

Number of Number of
Securities  Securities
Underlying Underlying
Unexercised Unexercised Option
Options Options Exercise
# #) Price

Exercisable Unexercisable $)

15,000 15,000 24.54
6,155 18,467 24.30

17,760 33.90

3,750 13.73
3,750 18.66
5,000 28.14
3,000 25.37
3,000 31.67
6,000 36.60
4,500 1,500 28.32
4,500 4,500 24.54
2,344 7,034 24.30

8,030 33.90
4,875 4,875 25.45

7,240 33.90

3,250 3,250 25.14

6,400 33.90

1,847 5,543 27.20

6,640 33.90

Option
Expiration

Date

9/16/2018
9/11/2019

9/10/2020

6/23/2013
12/3/2013
12/1/2014
12/8/2015
1/27/2016
12/7/2016
12/6/2017
9/16/2018

9/11/2019
9/10/2020

6/19/2019

9/10/2020

6/22/2019

9/10/2020

1/4/2020

9/10/2020

Stock Awards

Market

Number of  Value of

Shares or Shares or

Units of Units of
Stock That Stock That

Have Not Have Not

Vested Vested
#) ®»Q

18,000 751,500
24,376 1,017,698
23,670 988,223
1,800 75,150
5,400 225,450
9,285 387,649
10,710 447,143
5,775 241,106
9,660 403,305
4,500 187,875
8,530 356,128
7,388 308,449
8,850 369,488
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All awards included in the table above vested or will vest in four equal annual installments beginning on the first anniversary of the date of grant,
except awards granted to Mr. Shamber on December 1, 2004, which vested in full on December 1, 2004.

Market value reflects the number of unvested shares of restricted stock or restricted stock units multiplied by $41.75 per share, the closing price of our
common stock on the NASDAQ Global Select Market on July 29, 2011, the last business day of fiscal 2011.
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Option Exercises and Stock Vested Fiscal 2011

The following table summarizes information for the Named Executive Officers concerning exercise of stock options and vesting of

restricted stock, restricted stock units, performance shares, and performance share units during the fiscal year ended July 30, 2011, including

(i) the number of shares of stock underlying options exercised in fiscal 2011; (ii) the aggregate dollar value realized upon such exercises of stock
options; (iii) the number of shares of stock received from the vesting of restricted stock, restricted stock units, performance shares and
performance share units during fiscal 2011; and (iv) the aggregate dollar value realized upon the vesting of such restricted stock, restricted stock
units, performance shares and performance share units.

OPTION EXERCISES AND STOCK VESTED

Option Awards Stock Awards
Number of Value Number of Value
Shares Acquired Realized on  Shares Acquired Realized on

Name on Exercise (#)  Exercise (§)  on Vesting (#)(1) Vesting ($)(2)
Steven L. Spinner 36,049 $ 1,308,775(3)
Mark E. Shamber 9,394 §$ 229,046(4)
Joseph J. Traficanti 2,888 $ 125,195
David A. Matthews 2250 $ 94,230
Sean F. Griffin 2,462 $ 90,429

©))

@

3

)

In connection with the vesting of restricted stock and restricted stock units (including Mr. Spinner's vested performance shares), our
Named Executive Officers surrendered shares of stock to cover withholding taxes, which reduced the actual value received upon
vesting. The number of shares surrendered during fiscal 2011 were: Mr. Spinner 12,877; Mr. Shamber 2,384; Mr. Griffin 824;
Mr. Matthews 725; and Mr. Traficanti 934.

Represents the product of the number of shares or shares underlying units vested and the closing price of our common stock on the
NASDAQ Global Select Market on the vesting date.

Mr. Spinner was awarded performance shares and performance units during the 2011 fiscal year, and 18,924 of the shares and none of
the units vested effective July 30, 2011. Mr. Spinner has elected to defer 25% of his September 11, 2009 restricted stock unit award.

One-quarter of that grant vested during fiscal 2011, and the value herein excludes the impact of that deferral. For each portion of these
stock awards that vests but is deferred, the proportionate number of shares are allocated to Mr. Spinner's balance in the Deferred Stock

Plan. See the Nonqualified Deferred Compensation Table.

Mr. Shamber has elected to defer 25% of his December 7, 2006 stock award, and to defer 50% of his December 6, 2007 and
September 11, 2009 restricted stock unit awards. One-quarter of each of these grants vested during fiscal 2011, and the value herein
excludes the impact of these deferrals. For each portion of these stock awards that vests but is deferred, the proportionate number of

shares are allocated to Mr. Shamber's balance in the Deferred Stock Plan. See the Nonqualified Deferred Compensation Table.

Pension Benefits

We do not maintain any defined benefit pension plans.
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Nonqualified Deferred Compensation Fiscal 2011

Our executive officers and directors are eligible to participate in the United Natural Foods Deferred Compensation Plan (the "Deferred
Compensation Plan") and the United Natural Foods Deferred Stock Plan (the "Deferred Stock Plan," collectively with the Deferred
Compensation Plan, the "Deferral Plans").

The Deferral Plans were established to provide participants with the opportunity to defer the receipt of all or a portion of their
compensation. The purpose of the Deferral Plans is to allow executives and non-employee directors to defer compensation to a non-qualified
retirement plan in amounts greater than the amount permitted to be deferred under our 401(k) Plan. Under the Deferral Plans, only the payment
of the compensation earned by the participant is deferred and there is no deferral of the expense in our financial statements related to the
participants' earnings. We record the related compensation expense in the year in which the compensation is earned by the participants.

Under the Deferred Compensation Plan, participants may elect to defer a minimum of $1,000 and a maximum of 90% of base salary and
100% of bonuses, commissions, and effective January 1, 2007, share unit award, earned by the participants for the calendar year. Under the
Deferred Stock Plan, which was frozen effective January 1, 2007, participants could elect to defer between 0% and 100% of their restricted stock
awards. From January 1, 2009 to December 31, 2010, participants' cash-derived deferrals under the Deferred Compensation Plan earned interest
at the 5-year certificate of deposit annual yield taken from the Wall Street Journal Market Data Center (as captured on the first and last business
date of each calendar quarter and averaged) plus 3% credited and compounded quarterly. Effective January 1, 2011, participants may elect to
allocate their cash-derived deferrals to certain measurement funds which track the performance of actual mutual funds and are treated as deemed
investments. The earnings that would have been received if such actual investment had been made are credited to the participants' accounts in
proportion to their hypothetical investments. The value of equity-based awards deferred under the Deferred Compensation and Deferred Stock
Plans are based upon the performance of our common stock.

A participant in our Deferral Plans who terminates his or her employment with us due to retirement will be paid his or her Deferral Plan
balances in a lump sum or in installments over a pre-determined period of time. A participant who terminates his or her employment with us due
to disability (as defined in each of the Deferral Plans) will be paid his or her balances in a lump sum within 60 days after such participant is
determined to have become disabled. Beneficiaries of a participant who dies before a complete payout of his or her Deferral Plan balances will
receive a lump sum payment within 60 days after the Compensation Committee is provided with proof of death of such participant. A
participants who terminates his or her employment with us for any other reason will receive payment of his or her Deferral Plan balances in a
lump sum, within 60 days after either (a) the six-month anniversary of the date on which such participant's employment with us terminates, if
such participant is a "key employee" under the Deferral Plans or (b) the date on which such participant's employment with us terminates, for all
other participants.

The following table summarizes information regarding the non-qualified deferred compensation of the Named Executive Officers in fiscal
2011, including deferrals of salaries, performance-based cash incentive compensation, and restricted stock award and restricted stock unit
compensation earned.
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NONQUALIFIED DEFERRED COMPENSATION

Executive Aggregate Aggregate
ContributionsRegistrant Earnings Balance at
in Last Contributions in Last  Aggregate Last Fiscal
Fiscal Year in Last Fiscal YearWithdrawals/ Year End

Name Plan a Fiscal Year (2)(3) Distributions @)
Steven L. Spinner Deferred Compensation  $ 171,044 $ 11,882 $ 315,036
Deferred Stock 68,851 15,943 84,794
Mark E. Shamber Deferred Compensation 78,917 4,581 125,595
Deferred Stock 102,299 58,350 327,612
Joseph J. Traficanti Deferred Compensation 53,018 216 92,948
Deferred Stock
David A. Matthews Deferred Compensation
Deferred Stock
Sean F. Griffin Deferred Compensation 34,486 2,406 53,791
Deferred Stock

©)

@
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Amounts reported in this column are reported as compensation in the "Salary" and "Non-Equity Incentive Compensation" columns for
fiscal 2011 of the table under Summary Compensation Table Fiscal Years 2009-2011.

Participants' non-equity deferrals under the Deferred Compensation Plan earned interest at the 5-year certificate of deposit annual yield
taken from the Wall Street Journal Market Data Center (as captured on the first and last business date of each calendar quarter and
averaged) plus 3% credited and compounded quarterly from August 1, 2010 through December 31, 2010. From January 1, 2011
through July 30, 2011, participants' non-equity deferrals earned returns based on the performance of certain measurement funds as
allocated by the participants. Any amounts reflected in the "Aggregate Earnings in Last Fiscal Year" column for non-equity awards
that had preferential earnings (in excess of 120% of the July 2011 "compounded annually" federal long-term rate) have been reported

as compensation in the "Nonqualified Deferred Compensation Earnings" column in the Summary Compensable Table Fiscal Years
2009-2011.

The value of equity-based awards deferred under the Deferral Plans is based upon the performance of our common stock. For
restricted stock and restricted stock units, earnings are calculated as follows: (i) number of vested shares deferred in fiscal 2011 valued
at the change in the closing stock price from the date of vesting to the end of fiscal 2011 plus, (ii) the number of vested shares that
were deferred prior to fiscal 2011, valued by the change in the closing stock price on the first day of fiscal 2011 to the last day of fiscal
2011. None of the amounts reflected in the "Aggregate Earnings in Last Fiscal Year" column for equity awards have been reported as
compensation in table under Summary Compensable Table Fiscal Years 2009-201 bs a result of the fact that above-market or
preferential earnings are not possible in connection with these items.

This column includes the following amounts that previously have been reported as compensation in the table under Summary

Compensation Table Fiscal Years 2009-201 tombined: Mr. Spinner $215,756; Mr. Shamber $91,342 Mr. Traficanti $53,018; and
Mr. Griffin $34,486.

Potential Payments Upon Termination or Change-in-Control

The information below describes and quantifies the compensation that would become payable to each of our Named Executive Officers

under existing plans and arrangements if the Named Executive Officer's employment had terminated on July 30, 2011, given the Named
Executive Officer's compensation and service levels as of such date and, if applicable, based on our closing stock price on that date. These
benefits are in addition to benefits generally available to salaried employees. Due to the number of factors that affect the nature and amount of
any benefits provided upon the events
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discussed below, any actual amounts paid or distributed may be different. Factors that could affect these amounts include the timing during the
year of any such event and our stock price at the time of such event.

As discussed under EXECUTIVE COMPENSATION Compensation Discussion and Analysis, we have entered into severance agreements
and change in control agreements with each of our Named Executive Officers.

If one of the Named Executive Officers were to die or become disabled, any nonvested shares of restricted stock and restricted stock units
would become immediately vested, and any unexercisable stock options would be cancelled and forfeited. Any vested stock options exercisable
at the time of death or disability would be exercisable for a period of time which ranges between one and three years, depending on the date of
the grant, or until the grants' expiration date, if earlier.

For a description of termination provisions in the severance and change in control agreements, see EXECUTIVE
COMPENSATION Compensation Discussion and Analysis Other Programs, Policies and Considerations Change in Control Agreements. In
addition, the award agreements for long-term equity-based incentives also address some of these circumstances. The following table describes
the potential payments as of July 30, 2011 upon termination of the Named Executive Officers. This table excludes potential payments related to

our Deferral Plans, which are described in more detail in Nonqualified Deferred Compensation Fiscal 2011.

48

68



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A

Table of Contents

BENEFITS UPON TERMINATION OF EMPLOYMENT

Payments Upon Termination
Steven L. Spinner
Cash Severance Pay
Medical Benefits
Unvested ESOP
Acceleration of Stock
Options
Acceleration of Stock
Awards

Total

Mark E. Shamber
Cash Severance Pay
Medical Benefits
Unvested ESOP
Acceleration of Stock
Options
Acceleration of Stock
Awards

Total
On the date of

inception, allocation of

basis in the financing
arrangement to the
warrants and
derivative liability has
resulted in an original
issue discount to the
face value of the
convertible notes in
the amount of
$2,502,588, which
amount is subject to
amortization over the
Convertible Note’s
term using the
effective method. As

of March 31, 2010, the

accumulated
amortization expense
balance recorded by
the Company was
$1,249,780, remaining
$1,252,808 will be

Termination
Without Cause,
or Employee
Employee Resignation for =~ Termination
Resignation Termination Good Reason as a result
for Without and Change in of Death or
Good Reason Cause Control Disability
$ 798,250(1)$  798,250(1)$  2,835,105(2) $
11,060(3) 11,060(3) 33,181(3)
19,438(4)
271,345(5) 719,815(5)
962,038(5) 2,757,421(5) 2,757,421(6)
809,310 2,042,693 6,364,960 2,757,421
$ 360,500(1)$  360,500(1)$  1,199,655(7) $
8,728(3) 8,728(3) 26,184(3)
(®)
115,541(5) 283,369(5)
428,887(5) 1,135,391(5)  1,135,391(6)
369,228 913,646 2,644,599 1,135,191

Termination
for Cause
or
Resignation
for
Other Than
Good
Reason
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amortized over the
remaining life of the
instrument.

13. Compound derivative liabilities

The Company has evaluated the convertible notes for terms and conditions that are not clearly and closely associated
with the risks of the debt-type host instrument (see Note 13). Generally, such features require separation from the host
contract and treatment as derivative financial instruments. Certain features, such as the conversion option, were found
to be exempt, as they satisfied the conditions for equity classification in ASC Topic 815, formerly paragraph 11(a) of
SFAS 133, for instruments (1) indexed with the Company’s own stock, and (2) classified as equity in financial position
statement. Other features, such as puts and redemption features were found to require bifurcation and recognition as
derivative liabilities based on the provision of ASC Topic 815, formerly paragraph 12 of SFAS 133. These derivative
liabilities are recognized both at inception and the end of each reporting period at fair value, using forward cash-flow
valuation techniques, until such liabilities arrangements are eventually settled, converted or paid. As of December 31,
2008, March 31, 2009, December 31, 2009, and March 31, 2010, the compound derivative value amounted to
$1,502,596, $3,065,422, $880,009 and $730,981. The income from adjustment of fair value of compound derivative
has been recorded in the income statement as gain or loss on change in fair value of derivative. (See note 12 and 23)
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The fair value of compound derivative liabilities at inception and the end of each reporting period was calculated
based on the following assumptions:

(1) Credit risk adjusted based on publicly available research/investigation: The Company develops credit risk
assumptions by reference to corporate bond spreads in the market that the Company's equity security trades. Bond
yields were selected as the principal market indicator because such yields are presumed to provide information that
assigns yields directly to any company's assumed credit rating. Credit ratings are established through formal analysis
of bond inception and trading activity by Standard & Poor, Moody's and Fitch. The Company believes that it is likely
that a market-participant would look to this indicator for purposes of assessing the credit risk associated with the
investment. The calculation of the risk adjusted yield requires its measurement against a risk-free rate. The Company
has chosen the publicly quoted yields on zero-coupon US Government Securities.

(2) Probability of certain default event occurred: Compound derivatives are bifurcated pursuant to SFAS 133.12. The
fair value of compound derivatives is predicated on a probability assessment of the likelihood of a triggering event
and the incremental value embodied in the hybrid instrument (See Note 12 regarding the assessment of compound
derivatives. For example: mandatory redemption requires the gross yield arrived at 13% and annual redemption
requires the gross yield arrived at 11% ). The Company has assessed the probability of the likelihood of a triggering
event at inception and completion of each reporting period:
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As of March 31, 2009 and December 31, 2008:

December 31, March 31,
2008 2009 Comments

Default put : 0.00% 0.00%

Service default Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Bankruptcy/liquidation Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Material judgments Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Suspension of listing* Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Non-registration 0.50% 0.50%

events:

Filing* Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Effectiveness™ Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Continuous Low Low Please see Financial Statements Note 14 incorporated in the

Effectiveness™ Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Share non-delivery 0.50% 0.50% Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Mandatory redemption 15.0% 100.00%

put:

Maintenance of share 15.0% 100.00% This is not within the Company’s control. This put is only

price at a certain available subsequent to February 15, 2009 and only if the

level** stock price is <45% of the conversion price for 20 trading
days. On December 31, 2008, the stock price has maintained a
value barely above 45% of the adjusted conversion price, so
the risk of mandatory redemption was high. On March 31,
2009, the Company has a “WAP default”, and then received a
mandatory redemption notice form the Convertible Note
holder. Thus, the possibility of mandatory redemption was
100%.

Suspension of listing Low Low Please see Financial Statements Note 14 incorporated in the

and non-registration Company’s Form 10-K for the year ended December 31, 2009

events* filed with the SEC.

Annual Redemption 30.0% 0.00%

Rights:
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Allows for redemption
rights on specific
dates™*

Allows for redemption
if < 10% of note is
outstanding

Henglong Make Whole
Amount and
Redemption Right
Change in Control Put:
Change in control**
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30.0%

Low

Low

0.50%
0.50%

0.00%

Low

Low

0.50%
0.50%

This is not within the Company’s control. On December 31,
2008, the stock prices were below the adjusted conversion
price, so the risk of annual redemption was high. On March
31, 2009, the Company has a “WAP default”, and then received
a mandatory redemption notice form the Convertible Note
holder. Thus, the possibility of annual redemption was zero.
Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.
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As of March 31, 2010 and December 31, 2009:

December March 31,
31, 2009 2010 Comments

Default put: 0.00% 0.00%

Service default Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Bankruptcy/liquidation Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Material judgments Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Suspension of listing* Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Non-registration 0.50% 0.50%

events:

Filing* Low Low Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Effectiveness™ Low Low Please see Financial Statements Notes 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Continuous Low Low Please see Financial Statements Notes 14 incorporated in the

Effectiveness™ Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Share non-delivery 0.50% 0.50% Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Mandatory redemption 1.50% 1.50%

put:

Maintenance of share 1.50% 1.50% This is not within the Company’s control. This put is only

price at a certain available subsequent to February 15, 2009 and only if the

level** stock price is <45% of the conversion price for 20 trading
days. On December 31, 2009 and March 31, 2010, the stock
price was 164% and 226% above the adjusted conversion
price. Moreover the Company received an revocation of such
mandatory redemption notice, so the risk of mandatory
redemption was low.

Suspension of listing Low Low Please see Financial Statements Note 14 incorporated in the

and non-registration Company’s Form 10-K for the year ended December 31, 2009

events* filed with the SEC.

Annual Redemption 11.7% 9.28%

Rights:

Allows for redemption 11.7% 9.28% This is not within the Company’s control. On December 31,

rights on specific

2009 and March 31, 2010, the stock price was 164% and
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dates**

Allows for redemption Low
if < 10% of note is

outstanding

Henglong Make Whole Low
Amount and

Redemption Right

Change in Control Put: 0.50%
Change in control** 0.50%

Low

Low

0.50%
0.50%

226% above the adjusted conversion price, so the risk of
annual redemption was low.

Please see Financial Statements Note 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

Please see the Financial Statements Notes 14 incorporated in
the Company’s Form 10-K for the year ended December 31,
2009 filed with SEC.

Please see Financial Statements Notes 14 incorporated in the
Company’s Form 10-K for the year ended December 31, 2009
filed with the SEC.

*Represent the event is not within the Company's control, but the probability of a triggering event is low.

**Represent the event is not within the Company's control, and the probability of a triggering event is high. The
assessment of such probability was based on the probability of the historical trading price of the Company's common
stock above or under Strike price for previous periods, same with the remaining period of the instruments. For
example, the triggering event of maintaining the stock price at a certain level, a WAP default, is the Company's stock
weighted average price for twenty (20) consecutive trading days below $3.187, which is 45% of the reset Conversion
Price of $7.0822. The triggering event allows for redemption rights on specific dates, is maintaining the stock price at

$8.6 or lower.
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According to the analysis and data above, change of the fair value of compound derivative liabilities for the reporting
period was mainly based on the price change of the Company’s trading common stock. It was estimated that, if the
probability of the stock price above $8.6 was high, the probability of redemption was low, because the Convertible
notes holders would gain 11% or more income by converting into common stock at this price level, which was higher
than the income from bond market or redemption of Convertible notes upon any occurrence of triggering events as
defined in the debt agreement.

As of March 31, 2010, the fair value of compound derivative liabilities was $730,981, or $149,028 lower than
$880,009 on December 31, 2009, mainly as a result of the recent market recovery. As the Company’s stock price rose
dramatically, the probability of the Company’s stock price trading above $8.6 rose, accordingly, the probability of
redemption declined.

As of March 31, 2009, the fair value of compound derivative liabilities was $3,065,422, increased $1,562,825 than
$1,502,597 on December 31, 2008, mainly as a result of the Company’s stock Weighted Average Price for twenty (20)
consecutive trading days ended on March 16, 2009 was below $3.187, which is less than 45% of the Conversion Price
in effect of the Issuance Date, as adjusted, the “ WAP Default”, and the Company received a mandatory redemption
notice later, thus the risk of mandatory redemption rose to 100%.

14. Accrued expenses and other payables

The Company’s accrued expenses and other payables at March 31, 2010 (unaudited) and December 31, 2009 are
summarized as follows:

March 31, 2010 December 31, 2009

Accrued expenses $ 4531,182 $ 4,160,433
Other payables 3,086,801 2,694,447
Warranty reserves® 10,397,124 9,092,462
Dividend payable to non-controlling interest shareholders of Joint-ventures 4,366,057 1,761,339
Balance at the end of the period $ 22,381,164 $ 17,708,681

*The Company provides for the estimated cost of product warranties when the products are sold. Such estimates of
product warranties were based on, among other things, historical experience, product changes, material expenses,
service and transportation expenses arising from the manufactured product. Estimates will be adjusted on the basis of
actual claims and circumstances.

For the three months ended March 31, 2010 (unaudited) and the year ended December 31, 2009, the
warranties activities were as follows:

March 31, 2010 December 31, 2009

Balance at the beginning of period $ 9,092,462 $ 6,335,613
Additions during the period- 2,919,304 10,192,749
Settlement within period, by cash or actual material (1,617,173) (7,442,984)
Foreign currency translation gain 2,531 7,084
Balance at end of period $ 10,397,124 $ 9,092,462

15. Accrued pension costs

Since the Company’s operations are all located in China, all the employees are located in China. The Company records
pension costs and various employment benefits in accordance with the relevant Chinese social security laws, which is
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substantially based on a total of 31% of base salary as required by local governments. Base salary levels are the
average salary determined by the local governments.

The activities in the Company’s pension account during the three months ended March 31, 2010 (unaudited) and the
year ended December 31, 2009 are summarized as follows:

22

77



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A

March 31, 2010 December 31, 2009

Balance at beginning of the period $ 3,778,187 $ 3,806,519
Amounts provided during the period 1,182,448 3,738,373
Settlement during the period (1,102,446) (3,770,220)
Foreign currency translation gain 1,052 3,515
Balance at end of period $ 3,859,241 $ 3,778,187

16. Taxes payable
The Company’s taxes payable at March 31, 2010 (unaudited) and December 31, 2009 are summarized as follows:

March 31, 2010 December 31, 2009

Value-added tax payable $ 9,830,999 $ 9,290,149
Income tax payable 2,907,617 1,733,942
Other tax payable 161,120 340,925
Balance at end of the period $ 12,899,736 $ 11,365,016

17. Amounts due to shareholders/ directors

The activities in the amounts due to shareholders/directors at March 31, 2010 (unaudited) and December 31, 2009 are
summarized as follows:

March 31, 2010 December 31, 2009

Balance at the beginning of period $ -3 337,370
Increase (decrease) during the period 186,845 (337,915)
Foreign currency translation gain 43 545
Balance at end of period $ 186,888 $ -

The amounts due to shareholders/directors were unsecured, interest-free and repayable on demand.
18. Advances payable

The amounts mainly represent advances made by the Chinese government to the Company as subsidy on interest on
loans related to production facilities expansion.

The balances are unsecured, interest-free and will be repayable to the Chinese government if the usage of such
advance does not continue to qualify for the subsidy (see notes 21).

19. Share Capital and Additional paid-in capital
The activities in the Company’s share capital and additional paid-in capital account during the three months ended

March 31, 2010 (unaudited) and the year ended December 31, 2009 are summarized as follows:
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Share Capital
Shares Par Value Additional paid-in capital
Balance at January 1, 2009 26,983,244 $ 2,608 $ 26,648,154
Exercise of stock option by independent
directors and management 63,000 6 420,234
Issuance of stock options to independent
directors and management* - - 446,676
Balance at December 31, 2009 27,046,244 $ 2,704 $ 27,515,064
Balance at March 31, 2010 27,046,244 $ 2,704 $ 27,515,064

* The stock options granted during 2009 were exercisable immediately, the fair value on the grant date using the
Black-Scholes option pricing model was $196,650, and have been recorded as compensation costs.

The stock options granted during 2008 were partially exercisable immediately, and partially exercisable pro rata
during the grant term. The stock options' fair value on the grant date using the Black-Scholes option pricing model
was $845,478, of which $345,426 and $250,026 have been recorded as compensation costs in 2008 and 2009. The
remaining of $250,026 will be recognized in June 2010.

20. Non-controlling interests

The Company’s activities in respect of the amounts of the non-controlling interests’ equity at March 31, 2010
(unaudited) and December 31, 2009 are summarized as follows:

March 31, 2010 December 31, 2009

Balance at beginning of the period $ 27,173,125 $ 23,222,566
Add: Additions during the period —
Income attributable to non-controlling interests 3,066,343 7,872,813

Less: Decreases during the period
Dividends declared to the non-controlling interest holders of Joint-venture

companies (2,604,229) (3,944,619)
Foreign currency translation gain 7,563 22,365
Balance at end of period $ 27,642,802 $ 27,173,125

21. Other Income

During the three months ended March 31, 2010 (unaudited), the other income was $15,528 and mainly from
Government subsidies. During the three months ended March 31, 2009 (unaudited), there was no such income.

Government subsidies represent refunds by the Chinese Government of interest paid to banks by companies entitled to
such subsidies. This applies only to interest on loans related to production facilities expansion. The Company recorded
the refunded interest on projects which achieved their goals into Other income, and refunded interest on projects
which have not achieved their goals into advances payable.
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22. Financial expenses

During the three months ended March 31, 2010 (unaudited) and 2009, the Company recorded financial expenses
which are summarized as follows:

Three Months Ended March 31,

2010 2009
Interest expenses, net $ 211,960 $ 288,279
Foreign exchange loss, net 9,821 14,568
Loss of note discount, net 15,191 110
Amortization for discount of convertible note payable 106,437 122,347
Handling charge 24,602 14,176
Total $ 368,011 $ 439,480

23. Gain (loss) on change in fair value of derivative

During the three months ended March 31, 2010 (unaudited) and 2009, the Company recorded gain (loss) on change in
fair value of derivative is summarized as follows:

Three Months Ended March 31,

2010 2009
Income (loss) from adjustment of fair value of liabilities in connection with warrants ~ $ - $ 1,977
Income (loss) from adjustment of fair value of compound derivative liabilities 149,028 (1,562,825)
Total $ 149,028 $ (1,560,848)

24. Income taxes

The Company’s subsidiaries registered in the PRC, whose enterprise income tax exemption has ceased, are subject to
state and local income taxes within the PRC at the applicable tax rate of 25% on the taxable income as reported in
their PRC statutory financial statements in accordance with the relevant income tax laws applicable to foreign
invested enterprise. The Company’s PRC subsidiaries, which are in the stage of its enterprise income tax exemption
currently, are to remain subject to enterprise fixed income tax at a statutory rate of 33%, which comprises 30%
national income tax and 3% local income tax.

On January 1, 2007, Jiulong has used up its enterprise income tax exemption. During 2008, Jiulong was subject to
enterprise income tax at a rate of 25%. During 2009 and 2010, Jiulong was awarded the title of Advanced Technology
Enterprises, and subject to enterprise income tax at a rate of 15% for 2009 and 2010.

On January 1, 1999, Henglong was granted an enterprise income tax holiday of a 100% enterprise income tax
exemption for two years commencing from 1999, and a 50% enterprise national income tax deduction and a 100%
local income tax deduction for the next nine years thereafter, from 2001 to 2009, for income tax purposes. Henglong
is subject to enterprise national income tax at a rate of 15% for 2008 and 2009. During 2010, Henglong was awarded
the title of Advanced Technology Enterprises, and subject to enterprise income tax at a rate of 15%.

On January 1, 2003, Shenyang was granted an enterprise income tax holiday of a 100% enterprise income tax
exemption for two years commencing from 2003, a 75% enterprise national income tax deduction and a 100% local
income tax deduction for the next three years thereafter, from 2005 to 2007, and a 50% enterprise national income tax
deduction, from January 1, 2008, for income tax purposes and was subject to enterprise income tax at a rate of 18%.
During 2009 and 2010, Shenyang was awarded the title of Advanced Technology Enterprises, and subject to
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enterprise income tax at a rate of 15% for 2009 and 2010.

On January 1, 2004, Zhejiang was granted an enterprise income tax holiday of a 100% enterprise income tax
exemption for two years commencing from 2004, and a 50% enterprise national income tax deduction, and a 50%
local income tax deduction for the next three years thereafter, from 2006 to 2008, for income tax purposes. During
2008, Zhejiang is subject to enterprise income tax at a rate of 16.5%, which is comprised of 15% enterprise national
income tax and 1.5% local income tax. During 2009 and 2010, Zhejiang was awarded the title of Advanced
Technology Enterprise, and is subject to enterprise income tax at a rate of 15% for 2009 and 2010.
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Wuhu, Jielong and Hengsheng have an enterprise income tax exemption in 2008 and 2009, and are subject to income
tax at a rate of 15% for the next three years thereafter, from 2010 to 2012, and a 25% enterprise national income
tax commencing from January 1, 2013.

There is no assessable profit for USAI and Center Test in 2010 and 2009. Based on PRC income tax laws, USAI and
Center Test have an enterprise income tax exemption in 2009, and are subject to income tax at a rate of 15% for the
next three years thereafter, from 2010 to 2012, and a 25% enterprise national income tax for the years commencing
from January 1, 2013.

No provision for Hong Kong tax is made as Genesis is an investment holding company, and has no assessable income
in Hong Kong for the three months ended March 31, 2010 and 2009. The enterprise income tax of Hong Kong is
16.5%.

No provision for US tax is made as the Company has no assessable income in the US for the three months ended
March 31, 2010 and 2009. The enterprise income tax of US is 35%.

25. Income per share

Basic income per share attributable to Parent company is calculated by dividing net income by the weighted average
number of common shares outstanding during the period. Diluted income per share is calculated based on the treasury
stock method, assuming the issuance of common shares, if dilutive, resulting from the exercise of warrants.

The calculations of income per share attributable to Parent company were:

Three Months Ended March 31,

2010 2009
Numerator:
Net income attributable to Parent company $ 10,335,169 $ 2,258,812
Add: interest expenses of convertible notes payable, net of tax 182,813 284,375
Add: Amortization for discount of convertible notes payable, net of tax 69,184 122,347
$ 10,587,166 $ 2,665,534
Denominator:
Weighted average shares outstanding 27,046,244 26,983,244
Effect of dilutive securities 4,518,218 4,964,579
31,564,462 31,947,823
Net income per common share attributable to Parent company - basic $ 038 $ 0.08
Net income per common share attributable to Parent company - diluted $ 034 $ 0.08

During the three months ended March 31, 2010 (unaudited), all the options outstanding have been included in the
computation of diluted income per share. The shares issuable upon conversion of Convertible Notes have been
included in the computation.

During the three months ended March 31, 2009 (unaudited), the options and warrants outstanding have not been
included in the computation of diluted income per share, except the options issued on December 10, 2008, because
such inclusion would have had an anti-dilutive effect. The shares issuable upon conversion of Convertible Notes have

been included in the computation.

26. Significant concentrations
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The Company grants credit to its customers, generally on an open account basis. The Company’s customers are all
located in the PRC.

During the three months ended March 31, 2010 (unaudited), the Company’s ten largest customers accounted for 78.7%
of its consolidated net sales, with each of three customers individually accounting for more than 10% of consolidated
net sales, i.e. 18.3%, 12.1%, and 10.7% individually, or an aggregate of 41.1%. At March 31, 2010, approximately
32.3% of accounts receivable were from trade transactions with the aforementioned three customers.
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During the three months ended March 31, 2009 (unaudited), the Company’s ten largest customers accounted for 74.2%
of its consolidated net sales, with each of four customers individually accounting for more than 10% of consolidated
net sales, i.e. 13.8%, 11.7%, 11.1% and 10.9% individually, or an aggregate of 47.5%. At March 31, 2009,
approximately 39.7% of accounts receivable were from trade transactions with the aforementioned four customers.
27. Related party transactions and balances
Related party transactions with companies with common directors are as follows:
Related sales (unaudited):

Three Months Ended March 31,

2010 2009

Merchandise Sold to Related Parties $ 1,660,393 $ 559,011

Related purchases (unaudited):

Three Months Ended March 31 ,

2010 2009
Materials Purchased from Related Parties $ 4,347,288 $ 2,126,737
Technology Purchased from Related Parties 43,948 43,886
Equipment Purchased from Related Parties 1,127,302 1,076,335
Total $ 5,518,538 $ 3,246,958

Related receivables (March 31, 2010, unaudited):

March 31, 2010 December 31, 2009

Accounts receivable $ 1,526,905 $ 1,441,939
Other receivables 332,955 65,416
Total $ 1,859,860 $ 1,507,355

Related advances (March 31, 2010, unaudited):

March 31, 2010 December 31, 2009

Advanced Equipment Payment to Related Parties $ 1,962,472 $ 2,579,319
Advanced Expenses and Others to Related Parties 1,080,591 -
Total $ 3,043,063 $ 2,579,319

Related payables (March 31, 2010 unaudited)

March 31, 2010 December 31, 2009
Accounts payable $ 2,685,916 $ 1,537,827

These transactions were consummated under similar terms as those with the Company's customers and suppliers.
As of May 6, 2010, the date the Company issued this financial statement, Hanlin Chen, Chairman, owns 55.99% of

the common stock of the Company and has the effective power to control the vote on substantially all significant
matters without the approval of other stockholders.
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28. Commitments and contingencies

Legal Proceedings - The Company is not currently a party to any threatened or pending legal proceedings, other than
incidental litigation arising in the ordinary course of business. In the opinion of management, the ultimate disposition
of these matters will not have a material adverse effect on the Company's consolidated financial position, results of
operations or cash flows.

The following table summarizes the Company’s major contractual payment obligations and commitments as of March
31, 2010 (unaudited):

Payment Obligations by Period

2010 (a) 2011 2012 2013 Thereafter Total
Obligations for service
agreements $ 110,000 $ 110,000 $ - $ - $ - $ 220,000
Obligations for purchasing
agreements 11,508,669 2,053,634 $ -3 - - 13,562,303
Total $11,618,669 $ 2,163,634 $ - $ -3 - $13,782,303

(a) Remaining 9 months in 2010
29. Off-balance sheet arrangements

At March 31, 2010 and 2009 (unaudited), the Company did not have any transactions, obligations or relationships that
could be considered off-balance sheet arrangements.

30. Segment reporting

The accounting policies of the product sectors are the same as those described in the summary of significant
accounting policies except that the disaggregated financial results for the product sectors have been prepared using a
management approach, which is consistent with the basis and manner in which management internally disaggregates
financial information for the purposes of assisting them in making internal operating decisions. Generally, the
Company evaluates performance based on stand-alone product sector operating income and accounts for inter segment
sales and transfers as if the sales or transfers were to third parties, at current market prices.

During the three months ended March 31, 2010 and 2009 (unaudited), the Company had nine product sectors, five of
them were principal profit makers, which were reported as separate sectors which engaged in the production and sales
of power steering (Henglong), power steering (Jiulong), power steering (Shenyang), power pumps (Zhejiang), and
power steering (Wuhu). The other four sectors which were established in 2005, 2006 and 2007 respectively, engaged
in the production and sales of sensor modular (USAI), electronic power steering (Jielong), power steering
(Hengsheng), and provider of after sales and R&D services (HLUSA). Since the revenues, net income and net assets
of these four sectors are less than 10% of its segment in the consolidated financial statements, the Company
incorporated these four sectors into “other sectors”.
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The Company’s product sectors information is as follows:

Henglong Jiulong
For the Three
Months Ended
March 31, 2010
(unaudited):
Revenue
Net product
sales — external $41,160,453 $19,610,124
Net product
sales — internal 13,274,199 553,227
Gain on other
sales 52,271 121,657
Total revenue  $ 54,486,923 $20,285,008
Net income $ 9,513,142 $ 1,536,163
Net income
attributable to
non-controlling
interests 1,902,628 291,871
Net income
attributable to
Parent company $ 7,610,514 $ 1,244,292

Henglong Jiulong
For the Three
Months
Ended March
31, 2009
(unaudited):
Revenue
Net product
sales — external $ 18,075,293 $9,764,562
Net product
sales — internal 8541,592 214,904
Gain on other

sales 42,460 (13,040)

Total revenue $26,659,345 $9,966,426
Net income $ 4,865,838 $§ 426,272
Net income

attributable to

noncontrolling

interests 973,167 80,992
Net income

attributable to

Parent

Shenyang

$ 8,128,135
1,893,176
104,070

$10,125,381
$ 463,019

138,906

$ 324,113

Shenyang

$ 6,405,993
502,829
14,530

$6,923,352
$ 763,816

229,144

Zhejiang Wuhu  Other sector Other * Total

$5,656,532 $8,447,995 $1,229,450 $ - $84,232,689

975,628 3,297,365  (19,993,595) -

10,592 62,250 102,277 (1,507) 451,610
$6,642,752 $8,510,245 $4,629,092 $(19,995,102) $ 84,684,299
$1,035,165 $ 389,325 $§ 264,986 $ 199,712 $13,401,512

507,231 88,260 (5,081) 142,528 3,066,343

$ 527,934 $ 301,065 $ 270,067 $ 57,184 $10,335,169

Zhejiang Wuhu  Other sector  Other * Total

$5,422.811 $4,828,229 $ 200,558 $ —3$ 44,697,446
120,086 — — (9,379,411) -
3,420 18,135 2,878 (1,504) 66,879

$5,546,317 $4,846,364 $ 203,436 $(9,380,915) $44,764,325
$ 505,084 $ (190,181) $(336,051) $(2,392,269) $ 3,642,509

247,491 (43,114)  (37,144) (66,839) 1,383,697

company $ 3,892,671 $ 345280 $ 534,672 $ 257,593 § (147,067) $(298,907) $(2,325,430) $ 2,258,812

* Other includes activity not allocated to the product sectors and elimination of inter-sector transactions.
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31. Reclassification

Product warranty costs which were classified as selling expenses in the previous periods have been re-classified as
cost of product sold to achieve consistency with the presentation of the current period.
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ITEM 2.MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Cautionary Statement Pursuant to Safe Harbor Provisions of the Private Securities Litigation Reform Act of 1995:

This Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2010 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. Generally, the words “believes”, “anticipates,” “may,” “will,” “should,” “expec
“intend,” “estimate,” “continue,” and similar expressions or the negative thereof or comparable terminology are intended to
identify forward-looking statements which include, but are not limited to, statements concerning the Company’s

expectations regarding its working capital requirements, financing requirements, business prospects, and other

statements of expectations, beliefs, future plans and strategies, anticipated events or trends, and similar expressions

concerning matters that are not historical facts. Such statements are subject to certain risks and uncertainties, including

the matters set forth in this Quarterly Report or other reports or documents the Company files with the Securities and
Exchange Commission from time to time, which could cause actual results or outcomes to differ materially from those
projected. Undue reliance should not be placed on these forward-looking statements which speak only as of the date

hereof. The Company undertakes no obligation to update these forward-looking statements. In addition, the

forward-looking statements in this Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2010

involve known and unknown risks, uncertainties and other factors that could cause the actual results, performance or
achievements of the Company to differ materially from those expressed in or implied by the forward-looking

statements contained herein. Please see the discussion on risk factors in Item 1A of Part II of this quarterly report on

Form 10-Q.

LT3

GENERAL OVERVIEW:

China Automotive Systems, Inc., including, when the context so requires, its subsidiaries and the subsidiaries’ interests
in the Sino-foreign joint ventures described below, is referred to herein as the “Company”. The Company, through its
Sino-foreign joint ventures, engages in the manufacture and sales of automotive systems and components in the
People’s Republic of China, the “PRC” or “China”, as described below.

Great Genesis Holdings Limited, a company incorporated on January 3, 2003 under The Companies Ordinance in
Hong Kong as a limited liability company, “Genesis”, is a wholly-owned subsidiary of the Company.

Henglong USA Corporation, “HLUSA”, incorporated on January 8, 2007 in Troy, Michigan, is a wholly-owned
subsidiary of the Company, and mainly engages in marketing of automotive parts in North America, and provides

after sales service and research and development support accordingly.

The Company owns the following aggregate net interests in nine Sino-foreign joint ventures organized in the PRC as
of March 31, 2010 and 2009.

Percentage Interest

March March
Name of Entity 31, 2010 31, 2009

Shashi Jiulong Power Steering Gears Co., Ltd., “Jiulong” 81.00% 81.00%
Jingzhou Henglong Automotive Parts Co., Ltd., “Henglong” 80.00% 80.00%
Shenyang Jinbei Henglong Automotive Steering System Co.,

Ltd., “Shenyang” 70.00% 70.00%
Zhejiang Henglong & Vie Pump-Manu Co., Ltd., “Zhejiang” 51.00% 51.00%
Universal Sensor Application Inc., “USAI” 83.34% 83.34%
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Wuhan Jielong Electric Power Steering Co., Ltd., “Jielong” 85.00% 85.00%
Wuhu Henglong Automotive Steering System Co., Ltd.,

“Wuhu” 77.33% 77.33%
Jingzhou Hengsheng Automotive System Co., Ltd, “Hengsheng” 100.00% 100.00%
Jingzhou Henglong Automotive Technology (Testing) Center,

“Testing Center” 80.00% -%

Jiulong was established in 1993 and mainly engages in the production of integral power steering gear for heavy-duty
vehicles.

Henglong was established in 1997 and mainly engages in the production of rack and pinion power steering gear for
cars and light duty vehicles.

In December 2009, Henglong, a subsidiary of Genesis, formed Jingzhou Henglong Automotive Technology (Testing)
Center, “Testing Center”, which is mainly engaged in research and development of new products. The registered capital
of Testing Center is RMB 30,000,000 ($4,393,544 equivalent).
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Shenyang was established in 2002 and focuses on power steering parts for light duty vehicles.

Zhejiang was established in 2002 to focus on power steering pumps.

USAI was established in 2005 and mainly engages in production and sales of sensor modulars.

Jielong was established in 2006 and mainly engages in production and sales of electric power steering, “EPS”.
Wuhu was established in 2006 and mainly engages in production and sales of automobile steering systems.
Hengsheng was established in 2007 and mainly engages in production and sales of automobile steering systems.

On February 24, 2010, the Board of Directors of the Company resolved to increase the registered capital of
Hengsheng, one of the Company’s subsidiaries, to $16,000,000 from $10,000,000. The additional investment will be
used for expansion of plant and purchase of machinery and equipment and will be funded by the Company’s working
capital balances. As of the date of this report, the additional investment has been injected into Hengsheng.

On January 24, 2010, Genesis entered into a sino-foreign equity joint venture contract with Beijing Hainachuan Auto
Parts Co., Ltd., to establish a sino-foreign joint venture company, Beijing Henglong Automotive System Co., Ltd.,
“Beijing Henglong”, to design, develop and manufacture both hydraulic and electric power steering systems and parts.
Under PRC laws, the establishment of Beijing Henglong and the effectiveness of the equity joint venture contract are
subject to approval by the local Ministry of Commerce and the registration of the same with the local Administration
of Industries and Commerce in Beijing. As of the date of this report, the approval has not been obtained.

CRITICAL ACCOUNTING POLICIES:

The Company prepares its unaudited condensed consolidated financial statements in accordance with accounting
principles generally accepted in the United States of America. The preparation of these financial statements requires
the use of estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amount of revenues and
expenses during the reporting period. Management periodically evaluates the estimates and judgments made.
Management bases its estimates and judgments on historical experience and on various factors that are believed to be
reasonable under the circumstances. Actual results may differ from these estimates as a result of different assumptions
or conditions. The following critical accounting policies affect the more significant judgments and estimates used in
the preparation of the Company’s condensed consolidated financial statements.

The Company considers an accounting estimate to be critical if:

* [t requires the Company to make assumptions about matters that were uncertain at the time the Company was making
the estimate, and

* Changes in the estimate or different estimates that the Company could have selected would have had a material
impact on its financial condition or results of operations.

The table below presents information about the nature and rationale for the Company critical accounting estimates:
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Critical Estimate
Item
Warranty
Obligations

Valuation of long-
lived assets and
investments

Provision for
doubtful accounts
and notes receivable

Nature of Estimates
Required

Estimating warranty
requires the Company
to forecast the
resolution of existing
claims and expected
future claims on
products sold. VMs
are increasingly
seeking to hold
suppliers responsible
for product
warranties, which
may impact the
Company’s exposure
to these costs.

The Company is
required from
time-to-time to
review the
recoverability of
certain of its assets
based on projections
of anticipated future
cash flows, including
future profitability
assessments of
various product lines.

Estimating the
provision for doubtful
accounts and notes
receivable require the
Company to analyze
and monitor each
customer’s credit
standing and financial
condition regularly.
The Company grants
credit to its
customers, generally
on an open account
basis. It will have
material adverse
effect on the
Company’s cost
disclosure if such

Assumptions/Approaches
Used
The Company bases its
estimate on historical
trends of units sold and
payment amounts,
combined with its current
understanding of the
status of existing claims
and discussions with its
customers.

The Company estimates
cash flows using internal
budgets based on recent
sales data, independent
automotive production
volume estimates and
customer commitments.

The Company grants
credit to its customers for
three to four months
based on each customer’s
current credit standing
and financial data. The
Company assesses an
allowance on an
individual customer
basis, under normal
circumstances; the
Company does not record
any provision for
doubtful accounts for
those accounts receivable
amounts which were in
credit terms. For those
receivables out of credit

Key Factors
* VM (Vehicle
Manufacturer)
sourcing
* VM policy
decisions regarding
warranty claims
VMs

 Future Production
estimates

e Customer
preferences and
decisions

e Customers’ credit
standing and
financial condition
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taxes
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Recoverability of
deferred tax assets

assessment were
improper.

The Company is
required to estimate
whether
recoverability of the
Company’s deferred
tax assets is more
likely than not based
on forecasts of
taxable earnings in
the related tax
jurisdiction.

terms, certain
proportional provision,
namely 25% to 100%,
will be recorded based on
respective overdue terms.

The Company uses
historical and projected
future operating results,
based upon approved
business plans, including
areview of the eligible
carryforward period, tax
planning opportunities
and other relevant
considerations.

* Tax law changes
¢ Variances in future

projected
profitability,

including by taxing

entity
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Convertible notes ~ Warrant liabilities ~ The Company is The * Expected term
payable, discount  and compound required to Company uses Black-Scholes ¢ Expected volatility
of convertible derivative estimate the fair option pricing model to * Risk-free rate or
note payable, liabilities value of warrant determine fair value of market interest rate
warrant liabilities, liabilities and warrant; uses forward similar with such
compound compound cash-flow valuation instrument
derivative derivative liabilities  techniques to determine fair *Dividend
liabilities at conception and value of compound derivative distribution
completion of each  liabilities *Common stock
reporting period trading price and
exercise price
*Credit risk
* Probability of
certain default event
occurred

* Derivative
liabilities redeemed
on a price of
exercise plus
premium

In addition, there are other items within the Company’s financial statements that require estimation, but are not as
critical as those discussed above. These include the allowance for reserves for excess and obsolete inventory.
Although not significant in recent years, changes in estimates used in these and other items could have a significant
effect on the Company’s consolidated financial statements.

EXECUTIVE SUMMARY

China Automotive Systems, Inc. is a leading global supplier of automotive power steering systems and other
automotive systems. The Company has business relations with more than sixty vehicle manufacturers, including FAW
Group and Dongfeng Auto Group, two of the five largest automobile manufacturers in China; Shenyang Brilliance
Jinbei Co., Ltd., the largest light vehicle manufacturer in China; Chery Automobile Co., Ltd, the largest state owned
car manufacturer in China, Xi’an BYD Auto Co., Ltd and Zhejiang Geely Automobile Co., Ltd., the largest private
owned car manufacturers. From 2008, the Company has supplied power steering pumps and power steering gear to the
Sino-Foreign joint ventures established by General Motors (GM), Citroen and Volkswagen. In 2009, the Company
began to supply power steering gear to Chrysler North America. Most of the Company’s production and research

and development institutes are located in China. The Company has 3,000 employees dedicated to design,
development, manufacture and sales of its products. The Company conducts its business across nine segments, of
which five were principal profit makers, including Henglong, Jiulong, Shenyang, Zhejiang, and Wuhu. The Company
expected that the other four segments will become new source of revenue in 2011.

By leveraging its extensive experience, innovative technology and geographic strengths, the Company aims to grow
leading positions in automotive power steering systems and to further improve overall margins, long-term operating
profitability and cash flows. To achieve these goals and to respond to industry factors and trends, the Company is
continuing work to improve its operations and business structure and achieve profitable growth.

Financial results for the three months ended March 31, 2010 are summarized as follows:

. Sales of $84,232,689 in 2010 compared to $44,697,446 for the same period of 2009
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* Gross margin of $22,535,017, or 26.8% of sales, up from $10,903,345, or 24.4%, for the same period of 2009

. Selling expenses of $1,867,803, $803,123 higher than the same period of 2009.

. General and administrative expenses of $3,604,784, $1,803,082 higher than the same period in 2009

Net income attributable to Parent company of $10,335,169, or $0.38 and $0.34 per share on a basic and diluted basis,

respectively, increased by $8,076,357, or $0.30 and $0.26 per share, compared to $2,258,812, or $0.08 per share on
both a basic and diluted basis, for the same period in 2009
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* Cash of approximately $51,075,033 as of March 31, 2010, $7,594,857 higher than as of December 31, 2009
»  Cash provided by operating activities of $13,489,439 compared to $8,890,210 for the same period in 2009
. Capital expenditures of $4,618,816, higher than the same period in 2009 by $29,852
RESULTS OF OPERATIONS——THREE MONTHS ENDED MARCH 31, 2010 AND 2009:
Net Sales Cost of sales
2010 2009 Change 2010 2009 Change

Henglong $ 54,434,652 $26,616,886 $ 27,817,766  104.5% $ 40,182,809 $19,017,920 $ 21,164,889  111.3%
Jiulong 20,163,351 9,979,466 10,183,885  102.0 17,233,519 8,678,011 8,555,508 98.6

Shenyang 10,021,311 6,908,822 3,112,489 45.1 8,648,897 5,772,726 2,876,171 49.8
Zhejiang 6,632,160 5,542,896 1,089,264 19.7 4,892,768 4,345,978 546,790 12.6
Wuhu 8,447,995 4,828,229 3,619,766 75.0 8,189,548 4,816,214 3,373,334 70.0
Other

Sectors 4,526,815 200,558 4,326,257 2157.1 3,639,291 232,410 3,406,881 1465.9

Other * (19,993,595) (9,379,411) (10,614,184) 113.2 (21,089,160)  (9,069,158) (12,020,002) 132.5
Total $ 84,232,689 $44,697,446 $ 39,535,243 88.5% $ 61,697,672 $33,794,101 $ 27,903,571 82.6%

*Other includes activity not allocated to the product sectors and elimination of inter-sector transactions.
NET SALES

Net sales were $84,232,689 for the three months ended March 31, 2010, compared with $44,697,446 for the three
months ended March 31, 2009, an increase of $39,535,243, or 88.5%, mainly due to the increases in the income of
Chinese residents and huge government investment leading to an increase in the sales of passenger vehicles and
commercial vehicles, and the resultant increase in the Company’s sales of steering gear and pumps; the Company has
raised the technological contents in, and production efficiency of, its products as a result of technological
improvement to its production lines, allowing the Company to reduce costs and, correspondingly, its sales prices
which led to increased sales volumes.

Net sales for Henglong was $54,434,652 for the three months ended March 31, 2010, compared with $26,616,886 for
the three months ended March 31, 2009, representing an increase of $27,817,766, or 104.5%. Net sales increase was
mainly due to increased production volumes with a sales increase of $33,956,890, decreased sales price with a sales
decrease of 6,176,556, and the effect of foreign currency translation with a sales increase of $37,432.

Net sales for Jiulong was $20,163,351 for the three months ended March 31, 2010, compared with $9,979,466 for the
three months ended March 31, 2009, representing an increase of $10,183,885, or 102.0%. Net sales increase was
mainly due to increased production volumes with a sales increase of $9,083,762, increased sales price with a sales
increase of $1,086,088, and the effect of foreign currency translation with a sales increase of $14,035.

Net sales for Shenyang was $10,021,311 for the three months ended March 31, 2010, compared with $6,908,822 for
the three months ended March 31, 2009, representing an increase of $3,112,489, or 45.1%. Net sales increase was
mainly due to increased production volumes with a sales increase of $3,740,319, decreased sales price with a sales
decrease of $637,546, and the effect of foreign currency translation with a sales increase of $9,716.

Net sales for Zhejiang was $6,632,160 for the three months ended March 31, 2010, compared with $5,542,896 for the
three months ended March 31, 2009, representing an increase of $1,089,264, or 19.7%. Net sales increase was mainly
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due to increased production volumes with a sales increase of $1,059,530 and increased sales price with a sales
increase of $21,938 and the effect of foreign currency translation with a sales increase of $7,796.
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Net sales for Wuhu was $8,447,995 for the three months ended March 31, 2010, compared with $4,828,229 for the
three months ended March 31, 2009, representing an increase of $3,619,766, or 75.0%. Net sales increase was mainly
due to increased production volumes with a sales increase of $3,225,458 and increased sales price with a sales
increase of $387,517 and the effect of foreign currency translation with a sales increase of $6,791.

Net sales for Other Sectors was $4,526,815 for the three months ended March 31, 2010, compared with $200,558 for
the three months ended March 31, 2009, representing an increase of $4,326,257 or 2,157.1%. Net sales increased
mainly due to the development of new market.

COST OF SALES

For the three months ended March 31, 2010, the cost of sales was $61,697,672, compared with $33,794,101 for the
same period of 2009, an increase of $27,903,571, or 82.6%, mainly due to the increase of sales.

Cost of sales for Henglong was $40,182,809 for the three months ended March 31, 2010, compared with $19,017,920
for the three months ended March 31, 2009, representing an increase of $21,164,889, or 111.3%. Cost of sales
increase was mainly due to increased sale volumes with a cost of sales increase of $24,313,011, decreased unit price

with a cost of sales decrease of $3,174,867, and the effect of foreign currency translation with a cost increase of
$26,745.

Cost of sales for Jiulong was $17,233,519 for the three months ended March 31, 2010, compared with $8,678,011 for
the three months ended March 31, 2009, representing an increase of $8,555,508, or 98.6%. Cost of sales increase was
mainly due to increased sales volumes with a cost of sales increase of $7,797,897, increased unit price with a cost of
sales increase of $745,407, and the effect of foreign currency translation with a cost increase of $12,204.

Cost of sales for Shenyang was $8,648,897 for the three months ended March 31, 2010, compared with $5,772,726 for
the three months ended March 31, 2009, representing an increase of $2,876,171, or 49.8%. Cost of sales increase was
mainly due to increased sales volumes with a cost of sales increase of $3,166,316, decreased unit price with a cost of
sales decrease of $298,264, and the effect of foreign currency translation with a cost increase of $8,119.

Cost of sales for Zhejiang was $4,892,768 for the three months ended March 31, 2010, compared with $4,345,978 for
the three months ended March 31, 2009, representing an increase of $546,790, or 12.6%. Cost of sales increase was
mainly due to increased sales volumes with a cost of sales increase of $830,868, decreased unit price with a cost of
sales decrease of $290,190, and the effect of foreign currency translation with a cost increase of $6,112.

Cost of sales for Wuhu was $8,189,548 for the three months ended March 31, 2010, compared with $4,816,214 for the
three months ended March 31, 2009, representing an increase of $3,373,334, or 70.0%. Cost of sales increase was
mainly due to increased sales volumes with a cost of sales increase of $3,217,843, increased unit price with a cost of
sales increase of $148,718, and the effect of foreign currency translation with a cost increase of $6,773.

Cost of sales for Other Sectors was $3,639,291 for the three months ended March 31, 2010, compared with $232,410
for the three months ended March 31, 2009, representing an increase of $3,406,881, or 1465.9%. Cost of sales
increase was mainly due to increased of sales.

Gross margin was 26.8% for the three months ended March 31, 2010, an increase of 2.4% from 24.4% for the same
period of 2009, primarily due to declines in unit cost in excess of sales price reductions. For the three months ended
March 31, 2010, the Company classified product warranty expenses as selling cost, which were classified as selling
expenses in previous periods. As a result, the Company reclassified product warranty expenses for the same period of
2009 as selling cost to achieve consistency with the presentation of the current period. Effects of the reclassification
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are set forth in the table below.

Three Months Ended March

31,
2010 2009

Warranty expenses 2,919,302 1,294,486
Before reclassification
Net sales 84,232,689 44,697,446
Cost of goods sold before reclassification 58,778,370 32,499,615
Gross profit before reclassification 25,454,319 12,197,831
Gross margin before reclassification 30.2% 27.3%
After reclassification
Net sales 84,232,689 44,697,446
Cost of goods sold add Warranty expenses 61,697,672 33,794,101
Gross profit after reclassification 22,535,017 10,903,345
Gross margin after reclassification 26.8% 24.4%
Selling expenses before reclassification 4,787,105 2,359,166

Minus: Warranty expenses 2,919,302 1,294,486
Selling expenses after reclassification 1,867,803 1,064,680

The Company plans to take the following measures in the remaining nine months of 2010 to increase gross profit level
and to meet its yearly gross margin target of not less than 26.0%.

1. Reduce manufacturing costs by optimizing product design and production techniques. During 2010, the Company’s
technical personnel will improve product design and production techniques to reduce wastage in the production

process and improve manufacturing efficiency, thus reducing costs.

2. Reduce costs by decreasing materials purchase cost.
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GAIN ON OTHER SALES

Gain on other sales consists of net amount retained from sales of materials and other assets. For the three months
ended March 31, 2010, gain on other sales was $451,610, compared with $66,879 for the same period of 2009, an
increase of $384,731, or 575.3%, mainly due to increased sales of materials.

SELLING EXPENSES

Selling expenses were $1,867,803 for the three months ended March 31, 2010, compared with $1,064,680 for the
same period of 2009, an increase of $803,123, or 75.4%. Material increases were salaries and wages expenses, and
transportation expenses.

The salaries of salesmen were indexed with their selling performance. During the three months ended March 31, 2010,
sales revenue increased 88.5% compared with the same period of 2009, correspondingly increasing the salaries of
salesmen.

The increase in transportation expense was due to increased sales and a rise in the price of oil, which led to increases
in domestic transportation prices.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses were $3,604,784 for the three months ended March 31, 2010, compared with
$1,801,702 for the same period of 2009, an increase of $1,803,082, or 100.1%. Material increases were salaries and
wages expenses, labor insurance expenses, and provision for bad debts.

The increase in salaries and wages was due to increased staff and performance bonuses resulting from enlarged
business size and improved earnings.

The Company’s labor insurance expenses were pension, medicare, injury insurance, unemployment insurance, and
housing fund expenses. The increase in labor insurance expenses for the three months ended March 31, 2010 was a
result of an increase in the number of employees.

The Company recorded provision for bad debts based on aging of accounts receivable. The increase in provision for
bad debts in 2010 was mainly due to decreased credit lines of banks in the PRC, which impacted most domestic
automobile manufacturers financially, and correspondingly, the Company’s receivables in excess of credit terms have
increased.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses were $1,301,758 for the three months ended March 31, 2010, compared with
$439,922 for the three months ended March 31, 2009, an increase of $861,836, or 195.9%.

The global automotive parts industry is highly competitive; winning and maintaining new business requires suppliers
to rapidly produce advanced products on a cost-competitive basis. In order to maintain its competitiveness, the

Company needs to invest more in R & D expenses.

DEPRECIATION AND AMORTIZATION EXPENSE
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For the three months ended March 31, 2010, depreciation and amortization expenses excluded from that recorded
under cost of sales were $321,793, compared with $571,413 for the same period of 2009, a decrease of $249,620, or
43.7%, as a result of certain fixed assets of the Company having been fully depreciated.

INCOME FROM OPERATIONS
Income from operations was $15,890,489 for the three months ended March 31, 2010, compared with $7,092,507 for
the three months ended March 31, 2009, an increase of $8,797,982, or 124.0%, as a result of an increase of

$11,631,672, or 106.7%, in gross profit, a decrease of $384,731, or 575.3%, in gain on other sales, and an increase of
$3,218,421, or 83.0%, in operating expenses.
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FINANCIAL EXPENSES

Financial expenses were $368,011 for the three months ended March 31, 2010, compared with $439,480 for the three
months ended March 31, 2009, a decrease of $71,469, primarily due to a decrease in convertible note interest expense,
and a decrease in convertible note discount amortization.

GAIN ON CHANGE IN FAIR VALUE OF DERIVATIVE

Gain on change in fair value of derivative was $149,028 for the three months ended March 31, 2010, compared with a
loss of $1,560,848 for the same period of 2009, an increase of $1,709,876.

The fair value of compound derivatives is predicated on a probability assessment of the likelihood of a triggering
event and the incremental value embodied in the hybrid instrument. See Note 13 of the financial statements regarding
the assessment of compound derivatives. For example: mandatory redemption requires the gross yield arrived at 13%
and annual redemption requires the gross yield arrived at 11%.

On March 31, 2010, the fair value of compound derivatives was $730,981, compared with $880,009 on December 31,
2009, a decrease of $149,028, mainly as a result of the recent capital market recovery. As the Company’s stock price
rose dramatically, the probability of the Company’s stock price trading above $8.6 rose, and the Convertible notes
holders would gain 11% or more income by converting into common stock at this price level, which was higher than
the income from bond market or redemption of Convertible notes upon the occurrence of any triggering event as
defined in the debt agreement. Thus, the probability of redemption decreased.

On March 31, 2009, the fair value of compound derivatives was $3,065,422, compared with $1,502,597 on December
31, 2008, a significant increase of $1,562,825, mainly as a result of the Company’s stock Weighted Average Price for
twenty (20) consecutive trading days ended on March 16, 2009 was below $3.187, which is less than 45% of the
Conversion Price in effect of the Issuance Date, as adjusted, the “ WAP Default”, and the Company received a
mandatory redemption notice later, thus the risk of mandatory redemption rose to 100%

INCOME BEFORE INCOME TAXES

Income before income taxes was $15,687,034 for the three months ended March 31, 2010, compared with $5,092,179
for the three months ended March 31, 2009, an increase of $10,594,855, or 208.1%, including an increase in income
from operations of $8,797,982, a decrease in financial expenses of $71,469, and an increase in gain on change in fair
value of derivative of $1,709,876.

INCOME TAXES

Income tax expense was $2,285,522 for the three months ended March 31, 2010, compared with $1,449,670 of
income tax expense for the three months ended March 31, 2009, an increase of $835,852, mainly because of:

1. Increased income before income taxes resulting in increased income tax expenses of $899,087.
2. Increase in average income tax rate resulting in increased income tax expenses of $903,573.
3. A decrease in allowance for deferred income taxes assets leading to a decreased income tax expenses of $693,488.

4. Other adjustments leading to a decreased income tax expenses of $273,320.

102



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A
NET INCOME

Net income was $13,401,512 for the three months ended March 31, 2010, compared with $3,642,509 for the three
months ended March 31, 2009, an increase of $9,759,003, or 267.9%, including an increase in income before income
taxes of $10,594,855, or 208.1%, and an increase in income taxes expenses of $835,852, or 57.7%.

NET INCOME ATTRIBUTABLE TO NONCONTROLLING INTEREST
Minority interest in the earnings of the Sino-foreign Joint-ventures amounted to $3,066,343 for the three months

ended March 31, 2010, compared with $1,383,697 for the three months ended March 31, 2009, an increase of
$1,682,646, or 121.6%.
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The Company owns different equity interest in nine Sino-foreign joint ventures, through which it conducts its
operations. All the operating results of these nine Sino-foreign joint ventures were consolidated in the Company’s
financial statements as of March 31, 2010 and 2009. The Company records the non-controlling interest's share in the
earnings of the respective Sino-foreign joint ventures for each period.

In 2010, non-controlling interest increased significantly compared with 2009, primarily due to the increase in
Sino-foreign joint ventures’ net income.

NET INCOME ATTRIBUTABLE TO PARENT COMPANY

Net income was $10,335,169 for the three months ended March 31, 2010, compared with a net income of $2,258,812
for the three months ended March 31, 2009, an increase of $8,076,357, or 357.5%, mainly due to the increase in the
Company’ net income.

LIQUIDITY AND CAPITAL RESOURCES
Capital resources and use of cash

The Company has historically financed its liquidity requirements from a variety of sources, including short-term
borrowings under bank credit agreements, bankers’ acceptance, issuances of capital stock and notes and internally
generated cash. As of March 31, 2010, the Company had cash and cash equivalents of $51,075,033, compared with
$37,585,291 as of March 31, 2009, an increase of $13,489,742, or 35.9%.

The Company had working capital of $69,998,664 as of March 31, 2010, compared with $41,794,491 as of March 31,
2009, an increase of $28,204,173, or 67.5%.

Financing activities:

For the Company’s bank loans and banker’s acceptance bill facilities, the Company’s banks require the Company to sign
documents to repay such facilities within one year. On the condition that the Company can provide adequate mortgage
security and has not violated the terms of the line of credit agreement, it can extend such one year facilities for another
year.

The Company had bank loans maturing in less than one year of $4,394,767 and bankers’ acceptances of $40,019,391
as of March 31, 2010.

The Company currently expects to be able to obtain similar bank loans and bankers’ acceptance bills in the future if it
can provide adequate mortgage security following the termination of the above mentioned agreements (See the table
in section (a) Bank loan). If the Company is not able to do so, it will have to refinance such debt as it becomes due or
repay that debt to the extent it has cash available from operations or from the proceeds of additional issuances of
capital stock. Owing to depreciation, the value of the mortgages securing the above-mentioned bank loans and
banker's acceptance bills will be devalued by approximately $7,576,386. If the Company wishes to obtain the same
amount of bank loans and banker's acceptance bills, it will have to provide $$7,576,386 additional mortgages as of the
maturity date of such agreements (See the table in section (a) Bank loan). The Company still can obtain a reduced line
of credit with a reduction of $3,547,848, which is 46.83% (the mortgage rates) of $7,576,386, if it cannot provide
additional mortgages. The Company expects that the reduction of bank loans will not have a material adverse effect on
its liquidity.
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On February 15, 2008, the Company issued $35,000,000 of convertible notes to Lehman Brothers Commercial
Corporation Asia Limited, LBCCA, and YA Global Investments, L.P., YA Global, maturing in 5 years. According to
the terms of the Senior Convertible Notes (as described in Note 12), convertible notes may be required to be repaid in
cash on or prior to their maturity. For example, Convertible Note holders are entitled to require the Company redeem
all or any portion of the Convertible Notes in cash, if the Weighted Average Price (WAP) for twenty (20) consecutive
trading days is less than $3.187 at any time following February 15, 2009, the “WAP Default”, by delivering written
redemption notice to the Company within five (5) business days after the receipt of the Company’s notice of the
WAP Default.

As a result of the worldwide financial turmoil in 2008 and the first half of 2009, the Company’s stock’s WAP for
twenty (20) consecutive trading days ended on March 16, 2009 was below $3.187. On March 17, 2009, the Company
delivered two WAP Default notices to the Convertible Note holders. On March 27, 2009, the Company received a
letter dated March 26, 2009 via fax from YA Global, one of the Convertible Note holders, electing to require the
Company to redeem all the three Convertible Notes it held in the total principal amount of $5,000,000, together with
interest, late charges, if any, and the Other Make Whole Amount as defined in Section 5(d) of the Convertible

Notes. After negotiation, on April 15, 2009, the Company paid YA Global $5,041,667 for the total principal amount
($5,000,000), together with interest and late charges, if any. YA Global has waived its entitlement to the Other Make
Whole Amount.
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Following the WAP Default notices, the Company received a letter from the provisional liquidator acting on behalf of
LBCCA, the “LBCCA Liquidator”, requesting that it be granted an extension until April 24, 2009 to consider its rights
under the Convertible Notes. The Company has granted an extension to April 15, 2009. The LBCCA Liquidator
further requested another extension to April 24, 2009. On April 24, 2009, LBCCA’s lawyers sent three Holder
Redemption Notices via fax electing to redeem the entire outstanding principal of $30,000,000, together with interest,
late charges, if any, and the Other Make Whole Amount, to be paid on July 23, 2009. The Company has discussed
settlement with the LBCCA Liquidator, and on or about July 22, 2009, the Company and the LBCCA Liquidator
agreed to extend the applicable holder mandatory redemption date for two months to September 23, 2009 to give more
time to the Company and the LBCCA Liquidator to pursue settlement discussion. The Company received a letter
dated September 22, 2009 from the LBCCA Liquidator stating that upon the Company’s acceptance of the revocation,
all holder redemption notices dated April 24, 2009 shall be immediately revoked as if they were never issued, and the

letter and the revocation did not purport to amend, restate or supplement any other terms and conditions under the
three Notes and Securities Purchase Agreement dated 1 February 2008 between the Company and the LBCCA
Liquidator. The Company accepted such revocation on September 23, 2009.

The Company’s ability to redeem the Convertible Notes and meet its payment obligations depends on its cash position
and its ability to refinance or generate significant cash flow, which is subject to general economic, financial and
competition factors and other factors beyond the Company’s control. The Company cannot assure you that it has
sufficient funds available or will be able to obtain sufficient funds to meet its payment obligations under the
Convertible Notes, and the Company’s redemption of the Convertible Notes would result in an adverse effect on its

liquidity and capital resources, business, results of operations or financial condition.

(a) Bank loans

As of March 31, 2010, the principal outstanding under the Company’s credit facilities and lines of credit was as

follows:

Bank Due Date  Amount available Amount Borrowed
Comprehensive credit
facilities Bank of China Oct -10 $ 8,057,073 $ 7,156,894
Comprehensive credit
facilities China Construction Bank Oct-10 8,789,535 4,385,978
Comprehensive credit Shanghai Pudong Development
facilities Ban Oct-10 6,592,151 -
Comprehensive credit
facilities Jingzhou Commercial Bank Oct-10 9,521,996 5,483,205
Comprehensive credit Industrial and Commercial Bank
facilities of China Sep-10 2,929,845 873,231
Comprehensive credit Bank of Communications Co.,
facilities Ltd Sep-10 3,340,023 3,049,189
Comprehensive credit
facilities China Merchants Bank Sep -10 3,456,307 3,456,307
Comprehensive credit
facilities China CITIC Bank Jul -10 12,450,648 12,450,648
Comprehensive credit
facilities China Hua Xia Bank Oct-10 7,324,612 5,691,224
Comprehensive credit
facilities Guangdong Development Bank Oct-10 2,599,944 2,599,944
Total $ 65,062,134 $ 45,146,620
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The Company may request banks to issue notes payable or bank loans within its credit line using a 364-day revolving
line.

The Company refinanced its short-term debt during early 2010 at annual interest rates of 5.31%, and maturity terms of
nine to twelve months. Pursuant to the refinancing arrangement, the Company pledged $40,403,854 of equipment,
land use rights and buildings as security for its comprehensive credit facility with the Bank of China; pledged
$13,513,997 of land use rights and buildings as security for its comprehensive credit facility with Shanghai Pudong
Development Bank; pledged $15,528,764 of land use rights and equipment as security for its revolving comprehensive
credit facility with Jingzhou Commercial Bank; pledged $2,643,439 of land use rights and buildings as security for its
comprehensive credit facility with Industrial and Commercial Bank of China; pledged $13,479,279 of accounts
receivable, land use rights and buildings as security for its comprehensive credit facility with China Construction
Bank; pledged $9,992,705 of land use rights, notes receivable and buildings as security for its comprehensive credit
facility with China CITIC Bank; pledged $2,197,384 of land use rights and buildings as security for its comprehensive
credit facility with China Merchants Bank; pledged $6,501,604 of land use rights and buildings as security for its
comprehensive credit facility with Bank of Communications Co., Ltd,; and pledged $3,332,406 of accounts receivable
as security for its comprehensive credit facility with Guangdong Development Bank. The Company’s subsidiary,
Henglong’s comprehensive credit facility with China Hua Xia Bank, was guaranteed by Jiulong, the Company’s other
subsidiary.
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(b) Financing from investors:

On February 15, 2008, the Company sold $30,000,000 and $5,000,000 convertible notes to Lehman Brothers
Commercial Corporation Asia Limited, LBCCA, and YA Global Investments, L.P., YA Global, respectively, with a
scheduled maturity date of February 15, 2013 and an initial conversion price for conversion into the Company’s
common stock of $8.8527 per share.

On April 15, 2009, the Company paid YA Global $5,041,667 to redeem the total principal amount ($5,000,000),
together with interest, and late charges. YA Global has waived its entitlement to the Other Make Whole Amount.

Cash Requirements:

The following table summarizes the Company’s expected cash outflows resulting from financial contracts and
commitments. The Company has not included information on its recurring purchases of materials for use in its
manufacturing operations. These amounts are generally consistent from year to year, closely reflecting the Company’s

levels of production, and are not long-term in nature being less than three months.

Payment Due Dates

More than 5
Total Less than 1 year  1-3 years 3-5 years Years

Short-term bank loan $ 4,394,767 $ 4,394,767 $ - $ - $ -
Notes payable 40,019,392 40,019,392 - -
Convertible notes payable 30,000,000 30,000,000 - - -
Other contractual purchase commitments,
including information technology 13,782,303 11,618,669 2,163,634 - -
Total $ 88,196,462 $ 86,032,828 $ 2,163,634 $ - $ =

Short-term bank loans:

The following table summarizes the contract information of short-term borrowings between the banks and the
Company as of March 31, 2010:

Borrowing Annual Date of Amount
Borrowing Term Percentage  Interest Date of Payable on
Bank Purpose Date (Year) Rate Payment Payment Due Date
Bank of China Working Capital Nov 10, 09 1 5.31% Pay monthly Nov 10,10 $ 2,197,383
China Merchants Bank Working Capital May 5, 09 0.9 5.31% Pay monthly Apr 5, 10 2,197,384
Total $ 4,394,767

The Company must use the loans for the purposes described in the table. If the Company fails, it will be charged a
penalty interest at 100% of the specified loan rate. The Company has to pay interest at the interest rate described in the
table on the 20th of each month. If the Company fails, it will be charged a compound interest at the specified rate. The
Company has to repay the principal outstanding on the specified date in the table. If it fails, it will be charged a
penalty interest at 50% of the specified loan rate. Management believes that the Company had complied with such
financial covenants as of March 31, 2010, and will continue to comply with them.
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The following table summarizes the contract information of issuing notes payable between the banks and the
Company as of March 31, 2010:

Amount Payable on

Purpose Term (Month) Due Date Due Date
Working Capital 3-6 Apr - 10 $ 5,594,314
Working Capital 3-6 May -10 6,937,874
Working Capital 3-6 Jun-10 10,814,805
Working Capital 3-6 Jul - 10 7,933,727
Working Capita 3-6 Aug- 10 1,413,650
Working Capital 3-6 Sep - 10 7,325,022
Total $ 40,019,392

The Company must use the loan for the purposes described in the table. If it fails, the banks will no longer issue the
notes payable, and it may have an adverse effect on the Company’s liquidity and capital resources. The Company has
to deposit sufficient cash in the designated account of the bank on the due date of notes payable for payment to the
suppliers. If the bank has advanced payment to the Company, it will be charged a penalty interest at 150% of the
specified loan rate. Management believes that the Company had complied with such financial covenants as of March
31, 2010, and will continue to comply with them.

The Company had approximately $13,562,303 of capital commitments as of March 31, 2010, arising from equipment
purchases for expanding production capacity. The Company intends to disperse $11,508,669 in the remaining nine
months of 2010 using its working capital. Management believes that it will not have a material adverse effect on the
Company’s liquidity.

Cash flows:
€)) Operating activities

Net cash generated from operations during the three months ended March 31, 2010 was $13,489,439, compared with
$8,890,210 for the same period of 2009, an increase of $4,599,229.

Similar to the same period of 2009, the increased cash outflows from operating activities were primarily due to
increases in accounts receivable and inventories.

At March 31, 2010, the Company’s cash outflow caused by increase of accounts receivable and increase of inventories
were $17,900,000 and $7,970,000 respectively, compared with December 31, 2009. Increase of accounts receivable
was primarily due to sales increase during the three months ended March 31, 2010. The credit terms on sale of goods
between customers and the Company generally range from 3 to 4 months, which resulted in increased accounts
receivable as sales increased. Increase of inventories was primarily due to inventory increase for turnover as result of
production and sales increases. These are a normal capital circulation and the Company believes that it will not have a
material adverse effect on future cash flows.

(b) Investing activities

The Company expended net cash of $5,360,787 in investment activities during the three months ended March 31,
2010, compared with $4,666,339 during the same period of 2009, an increase of $694,448, mainly due to:
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Similar to 2009, the Company invested cash for equipment purchases and building facility to expand production to
meet market needs. Cash used for equipment purchases and building facility during the three months ended March 31,
2010 and 2009 were $4,616,312 and $4,296,391, respectively.

(c) Financing activities
During the three months ended March 31, 2010, the Company expended net cash of $545,617 in financing activities,

as compared to expended net cash of $3,744,935 in financing activities for the same period of 2009, a decrease of
$3,199,318 as a result of the following factors:
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The Company repaid bank loans of $732,462 during the three months ended March 31, 2010, compared to the three
months ended March 31, 2009 where the Company repaid bank loans of $2,194,298.

During the three months ended March 31, 2009, the Company distributed dividend of $1,550,637 to minority
shareholders, while there was no such dividend distribution in the same period of 2010.

OFF-BALANCE SHEET ARRANGEMENTS

At March 31, 2010 and 2009, the Company did not have any transactions, obligations or relationships that could be
considered off-balance sheet arrangements.

COMMITMENTS AND CONTINGENCIES

The following table summarizes the Company’s contractual payment obligations and commitments as of March 31,
2010:

Payment Obligations by Period

2010 (a) 2011 2012 2013 Thereafter Total
Obligations for service $ 110,000 $ 110,000 $ - % -3 -3 220,000
agreements
Obligations for purchasing 11,508,669 2,053,634 $ $ - - 13,562,303
agreements
Total $ 11,618,669 $ 2,163,634 $ -3 - 5 - $ 13,782,303
(a) Remaining 9 months in 2010
ITEM 3 QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not applicable.
ITEM 4 CONTROLS AND PROCEDURES
(a) EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

The Company maintains disclosure controls and procedures that are designed to ensure that information required to be
disclosed in reports the Company files with the SEC under the Securities Exchange Act of 1934 is recorded,
processed, summarized, and reported within the time periods specified in the SEC’s rules and forms, and that such
information is accumulated and communicated to the Company’s management, including its CEO and CFO, as
appropriate, to allow timely decisions regarding required disclosure.

The Company’s management carried out an evaluation, under the supervision and with the participation of the CEO
and the CFO, of the effectiveness of the design and operation of the Company’s disclosure controls and procedures as
of March 31, 2010. Based upon that evaluation, the CEO and CFO concluded that the Company’s disclosure controls
and procedures were effective.

(b) CHANGES IN INTERNAL CONTROLS

There were no changes in the Company’s internal control over financial reporting during the quarter ended March 31,
2010 that have materially effected, or are reasonably likely to materially effect, the Company’s internal control over
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financial reporting.
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PART II.— OTHER INFORMATION
ITEM 1 LEGAL PROCEEDINGS

The Company is not currently a party to any threatened or pending legal proceedings, other than incidental litigation
arising in the ordinary course of business. In the opinion of management, the ultimate disposition of these matters will
not have a material adverse effect on the Company’s consolidated financial position, results of operations or cash
flows.

ITEM 1A RISK FACTORS

Any investment in the Company’s securities involves a high degree of risk. You should carefully consider the risks
described below, together with the information contained elsewhere in this prospectus, before you make a decision to
invest in the Company. The Company’s business, financial conditions and results of operations could be materially and
adversely affected by many risk factors. Because of these risk factors, actual results might differ significantly from
those projected in any forward-looking statements. Factors that might cause such differences include, among others,
the following:

Risks Related to the Company’s Business and Industry

Because the Company is a holding company with substantially all of its operations conducted through its subsidiaries,
its performance will be affected by the performance of its subsidiaries.

The Company has no operations independent of those of Genesis and its subsidiaries, and its principal assets are its
investments in Genesis and its subsidiaries. As a result, the Company is dependent upon the performance of Genesis
and its subsidiaries and will be subject to the financial, business and other factors affecting Genesis as well as general
economic and financial conditions. As substantially all of the Company’s operations are and will be conducted
through its subsidiaries, the Company will be dependent on the cash flow of its subsidiaries to meet its obligations.

Because virtually all of the Company’s assets are and will be held by operating subsidiaries, the claims of its
stockholders will be subordinate to all existing and future liabilities and obligations, and trade payables of such
subsidiaries. In the event of the Company’s bankruptcy, liquidation or reorganization, the Company’s assets and those
of its subsidiaries will be available to satisfy the claims of its stockholders only after all of its and its subsidiaries’
liabilities and obligations have been paid in full.

The Senior Convertible Notes are the Company’s unsecured obligations, but are not obligations of its subsidiaries.
In addition, the Company’s secured commercial debt is senior to the Senior Convertible Notes.

With the automobile parts markets being highly competitive and many of the Company’s competitors having greater
resources than it does, the Company may not be able to compete successfully.

The automobile parts industry is a highly competitive business. Criteria for the Company’s customers include:

. Quality;
. Price/cost competitiveness;
. System and product performance;
. Reliability and timeliness of delivery;
. New product and technology development capability;
. Excellence and flexibility in operations;
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. Degree of global and local presence;
. Effectiveness of customer service; and
. Overall management capability.

The Company’s competitors include independent suppliers of parts, as well as suppliers formed by spin-offs from its
customers, who are becoming more aggressive in selling parts to other vehicle manufacturers. Depending on the
particular product, the number of the Company’s competitors varies significantly. Many of its competitors have
substantially greater revenues and financial resources than the Company does, as well as stronger brand names,
consumer recognition, business relationships with vehicle manufacturers, and geographic presence than the Company
has. The Company may not be able to compete favorably and increased competition may substantially harm its
business, business prospects and results of operations.
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Internationally, the Company faces different market dynamics and competition. The Company may not be as
successful as its competitors in generating revenues in international markets due to the lack of recognition of its
products or other factors. Developing product recognition overseas is expensive and time-consuming and the
Company’s international expansion efforts may be more costly and less profitable than it expects. If the Company is
not successful in its target markets, its sales could decline, its margins could be negatively impacted and it could lose
market share, any of which could materially harm the Company’s business, results of operations and profitability.

The cyclical nature of automotive production and sales could result in a reduction in automotive sales, which could
adversely affect the Company’s business and results of operations.

The Company’s business relies on automotive vehicle production and sales by its customers, which are highly cyclical
and depend on general economic conditions and other factors, including consumer spending and preferences and the
price and availability of gasoline. They also can be affected by labor relations issues, regulatory requirements, and
other factors. In addition, in the last two years, the price of automobiles in China has generally declined. As a result,
the volume of automotive production in China has fluctuated from year to year, which gives rise to fluctuations in the
demand for the Company’s products. Any significant economic decline that results in a reduction in automotive
production and sales by the Company’s customers would have a material adverse effect on its results of operations.
Moreover, if the prices of automobiles do not remain low, then demand for automobile parts could fall and result in
lower revenues and profitability.

Increasing costs for manufactured components and raw materials may adversely affect the Company’s profitability.

The Company uses a broad range of manufactured components and raw materials in its products, including castings,
electronic components, finished sub-components, molded plastic parts, fabricated metal, aluminum and steel, and
resins. Because it may be difficult to pass increased prices for these items on to the Company’s customers, a significant
increase in the prices of its components and materials could materially increase the Company’s operating costs and
adversely affect its profit margins and profitability.

Pricing pressure by automobile manufacturers on their suppliers may adversely affect the Company’s business and
results of operations.

Recently, pricing pressure from automobile manufacturers has been prevalent in the automotive parts industry in
China. Virtually all vehicle manufacturers seek price reductions each year, including requiring suppliers to pay a “3-R
Guarantees” service charge for repair, replacement and refund in an amount equal to one percent of the total amount of
parts supplied. Although the Company has tried to reduce costs and resist price reductions, these reductions have
impacted its sales and profit margins. If the Company cannot offset continued price reductions through improved
operating efficiencies and reduced expenditures, price reductions will have a material adverse effect on the Company’s
results of operations.

The Company’s business, revenues and profitability would be materially and adversely affected if the Company loses
any of its large customers.

As of March 31, 2010, approximately 18.3% of sales were to Xi’an BYD Electric Car Co., Ltd,; approximately 12.1%
were to Chery Automobile Corporation Limited and approximately 10.7% were to Geely Holding Group, the
Company’s three largest customers. The loss of, or significant reduction in purchases by, one or more of these major
customers could adversely affect the Company’s business.

The Company may be subject to product liability and warranty and recall claims, which may increase the costs of
doing business and adversely affect its financial condition and liquidity.
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The Company may be exposed to product liability and warranty claims if its products actually or allegedly fail to
perform as expected or the use of its products results, or is alleged to result, in bodily injury and/or property damage.
The Company started to pay some of its customers’ increased after-sales service expenses due to consumer rights
protection policies of “recall” issued by the Chinese Government in 2004, such as the recalling flawed vehicles policy.
Beginning in 2004, automobile manufacturers unilaterally required their suppliers to pay a “3-R Guarantees” service
charge for repair, replacement and refund in an amount equal to one percent of the total amount of parts supplied.
Accordingly, the Company has experienced and will continue to experience higher after sales service expenses.
Product liability, warranty and recall costs may have a material adverse effect on the Company’s financial condition.
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The Company is subject to environmental and safety regulations, which may increase its compliance costs and may
adversely affect its results of operation.

The Company is subject to the requirements of environmental and occupational safety and health laws and regulations
in China. It cannot provide assurance that it has been or will be at all times in full compliance with all of these
requirements, or that it will not incur material costs or liabilities in connection with these requirements. Additionally,
these regulations may change in a manner that could have a material adverse effect on the Company’s business, results
of operations and financial condition. The capital requirements and other expenditures that may be necessary to
comply with environmental requirements could increase and become a material expense of doing business.

Non-performance by the Company’s suppliers may adversely affect the Company’s operations by delaying delivery or
causing delivery failures, which may negatively affect demand, sales and profitability.

The Company purchases various types of equipment, raw materials and manufactured component parts from its
suppliers. The Company would be materially and adversely affected by the failure of its suppliers to perform as
expected. The Company could experience delivery delays or failures caused by production issues or delivery of
non-conforming products if its suppliers failed to perform, and it also faces these risks in the event any of its suppliers
becomes insolvent or bankrupt.

The Company’s business and growth may suffer if it fails to attract and retain key personnel.

The Company’s ability to operate its business and implement its strategies effectively depends on the efforts of its
executive officers and other key employees. The Company depends on the continued contributions of its senior
management and other key personnel. The Company’s future success also depends on its ability to identify, attract and
retain highly skilled technical staff, particularly engineers and other employees with electronics expertise, and
managerial, finance and marketing personnel. The Company does not maintain a key person life insurance policy on
Mr. Hanlin Chen or Mr. Qizhou Wu. The loss of the services of any of its key employees or the failure to attract or
retain other qualified personnel could substantially harm the Company’s business.

The Company’s management controls approximately 75.3% of its outstanding common stock and may have conflicts
of interest with its minority stockholders.

Members of the Company’s management beneficially own approximately 75.3% of the outstanding shares of its
common stock. As a result, these majority stockholders have control over decisions to enter into any corporate
transaction and have the ability to prevent any transaction that requires the approval of stockholders, which could
result in the approval of transactions that might not maximize stockholders’ value. Additionally, these stockholders
control the election of members of the Company’s board, have the ability to appoint new members to its management
team and control the outcome of matters submitted to a vote of the holders of its common stock. The interests of these
majority stockholders may at times conflict with the interests of the Company’s other stockholders. The Henglong
Acquisition was a transaction involving the Company and a counterparty controlled by Mr. Hanlin Chen, the
Company’s Chairman and controlling stockholder. The Company regularly engages in transactions with entities
controlled by one of more of its officers and directors.

Covenants contained in the Securities Purchase Agreement and the Senior Convertible Notes may restrict the
Company’s operating flexibility.

There is a limited public float of the Company’s common stock, which can result in its stock price being volatile and
prevent the realization of a profit on resale of the Company’s common stock or derivative securities.
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There is a limited public float of the Company’s common stock. Of the Company’s outstanding common stock,
approximately 24.7% is considered part of the public float. The term “public float” refers to shares freely and actively
tradable on the NASDAQ GlobalMarket and not owned by officers, directors or affiliates, as such term is defined
under the Securities Act. As a result of the limited public float and the limited trading volume on some days, the
market price of the Company’s common stock can be volatile, and relatively small changes in the demand for or supply
of the Company’s common stock can have a disproportionate effect on the market price for its common stock. This
stock price volatility could prevent a securityholder seeking to sell the Company’s common stock or derivative
securities from being able to sell them at or above the price at which the stock or derivative securities were bought, or
at a price which a fully liquid market would report.

45

118



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A

Provisions in the Company’s certificate of incorporation and bylaws and the General Corporation Law of Delaware
may discourage a takeover attempt.

Provisions in the Company’s certificate of incorporation and bylaws and the General Corporation Law of Delaware,
the state in which it is organized, could make it difficult for a third party to acquire the Company, even if doing so
might be beneficial to its stockholders. Provisions of the Company’s certificate of incorporation and bylaws impose
various procedural and other requirements, which could make it difficult for stockholders to effect certain corporate
actions and possibly prevent transactions that would maximize stockholders’ value.

The Company does not pay cash dividends on its common stock.

The Company has never paid common stock cash dividends and does not anticipate doing so in the foreseeable future.
In addition, the Securities Purchase Agreement prohibits the Company from paying cash dividends on common stock
without the approval of the holders of the Senior Convertible Notes.

Risks Related to Doing Business in China an d Other Countries Besides the United States

Because the Company’s operations are all located outside of the United States and are subject to Chinese laws, any
change of Chinese laws may adversely affect its business.

All of the Company’s operations are outside the United States and in China, which exposes the Company to risks, such
as exchange controls and currency restrictions, currency fluctuations and devaluations, changes in local economic
conditions, changes in Chinese laws and regulations, exposure to possible expropriation or other Chinese government
actions, and unsettled political conditions. These factors may have a material adverse effect on the Company’s
operations or on its business, results of operations and financial condition.

The Company’s international expansion plans subject it to risks inherent in doing business internationally.

The Company’s long-term business strategy relies on the expansion of its international sales outside China by targeting
markets, such as the United States. Risks affecting the Company’s international expansion include challenges caused
by distance, language and cultural differences, conflicting and changing laws and regulations, foreign laws,
international import and export legislation, trading and investment policies, foreign currency fluctuations, the burdens
of complying with a wide variety of laws and regulations, protectionist laws and business practices that favor local
businesses in some countries, foreign tax consequences, higher costs associated with doing business internationally,
restrictions on the export or import of technology, difficulties in staffing and managing international operations, trade
and tariff restrictions, and variations in tariffs, quotas, taxes and other market barriers. These risks could harm the
Company’s international expansion efforts, which could in turn materially and adversely affect its business, operating
results and financial condition.

The Company faces risks associated with currency exchange rate fluctuations; any adverse fluctuation may adversely
affect its operating margins.

Although the Company is incorporated in the United States (Delaware), the majority of the Company’s current
revenues are in Chinese currency. Conducting business in currencies other than US dollars subjects us to fluctuations
in currency exchange rates that could have a negative impact on the Company’s reported operating results. Fluctuations
in the value of the US dollar relative to other currencies impact the Company’s revenues, cost of revenues and
operating margins and result in foreign currency translation gains and losses. Historically, the Company has not
engaged in exchange rate hedging activities. Although the Company may implement hedging strategies to mitigate

this risk, these strategies may not eliminate its exposure to foreign exchange rate fluctuations and involve costs and

119



Edgar Filing: UNITED NATURAL FOODS INC - Form DEF 14A

risks of their own, such as ongoing management time and expertise requirements, external costs to implement the
strategy and potential accounting implications.

If relations between the United States and China worsen, the Company’s stock price may decrease and the Company
may have difficulty accessing the U.S. capital markets.

At various times during recent years, the United States and China have had disagreements over political and
economic issues. Controversies may arise in the future between these two countries. Any political or trade
controversies between the United States and China could adversely affect the market price of the Company’s common
stock and its ability to access US capital markets.
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The Chinese Government could change its policies toward private enterprise, which could adversely affect the
Company’s business.

The Company’s business is subject to political and economic uncertainties in China and may be adversely affected by
China’s political, economic and social developments. Over the past several years, the Chinese Government has pursued
economic reform policies including the encouragement of private economic activity and greater economic
decentralization. The Chinese Government may not continue to pursue these policies or may alter them to the
Company’s detriment from time to time. Changes in policies, laws and regulations, or in their interpretation or the
imposition of confiscatory taxation, restrictions on currency conversion, restrictions or prohibitions on dividend
payments to stockholders, devaluations of currency or the nationalization or other expropriation of private enterprises
could have a material adverse effect on the Company’s business. Nationalization or expropriation could result in the
total loss of the Company’s investment in China.

The economic, political and social conditions in China could affect the Company’s business.

All of the Company’s business, assets and operations are located in China. The economy of China differs from the
economies of most developed countries in many respects, including government involvement, level of development,
growth rate, control of foreign exchange, and allocation of resources. The economy of China has been transitioning
from a planned economy to a more market-oriented economy. Although the Chinese Government has implemented
measures recently emphasizing the utilization of market forces for economic reform, the reduction of state ownership
of productive assets and the establishment of sound corporate governance in business enterprises, a substantial portion
of productive assets in China is still owned by the Chinese Government. In addition, the Chinese Government
continues to play a significant role in regulating industry by imposing industrial policies. It also exercises significant
control over China’s economic growth through the allocation of resources, controlling payment of foreign
currency-denominated obligations, setting monetary policy and providing preferential treatment to particular
industries or companies. Therefore, the Chinese Government’s involvement in the economy could adversely affect the
Company’s business operations, results of operations and/or financial condition.

The Chinese Government’s macroeconomic policies could have a negative effect on the Company’s business and
results of operations

The Chinese Government has implemented various measures from time to time to control the rate of economic
growth. Some of these measures benefit the overall economy of China, but may have a negative effect on us.

Government control of currency conversion and future movements in exchange rates may adversely affect the
Company’s operations and financial results.

The Company receives substantially all of its revenues in Renminbi, the currency of China. A portion of such
revenues will be converted into other currencies to meet the Company’s foreign currency obligations. Foreign
exchange transactions under the Company’s capital account, including principal payments in respect of foreign
currency-denominated obligations, continue to be subject to significant foreign exchange controls and require the
approval of the State Administration of Foreign Exchange in China. These limitations could affect the Company’s
ability to obtain foreign exchange through debt or equity financing, or to obtain foreign exchange for capital
expenditures.

The Chinese Government controls its foreign currency reserves through restrictions on imports and conversion of
Renminbi into foreign currency. Although the exchange rate of the Renminbi to the US dollar has been stable since
January 1, 1994, and the Chinese Government has stated its intention to maintain the stability of the value of
Renminbi, there can be no assurance that exchange rates will remain stable. The Renminbi could devalue against the
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US dollar. The Company’s financial condition and results of operations may also be affected by changes in the value of
certain currencies other than the Renminbi in which its earnings and obligations are denominated. In particular, a
devaluation of the Renminbi is likely to increase the portion of the Company’s cash flow required to satisfy its foreign
currency-denominated obligations.

Because the Chinese legal system is not fully developed, the Company’s and the securityholders’ legal protections may
be limited.

The Chinese legal system is based on written statutes and their interpretation by the Supreme People’s Court. Although
the Chinese government introduced new laws and regulations to modernize its business, securities and tax systems on
January 1, 1994, China does not yet possess a comprehensive body of business law. Because Chinese laws and
regulations are relatively new, interpretation, implementation and enforcement of these laws and regulations involve
uncertainties and inconsistencies and it may be difficult to enforce contracts. In addition, as the Chinese legal system
develops, changes in such laws and regulations, their interpretation or their enforcement may have a material adverse
effect on the Company’s business operations. Moreover, interpretative case law does not have the same precedential
value in China as in the United States, so legal compliance in China may be more difficult or expensive.
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It may be difficult to serve the Company with legal process or enforce judgments against the Company’s management
or the Company.

All of the Company’s assets are located in China and three of its directors and officers are non-residents of the United
States, and all or substantial portions of the assets of such non-residents are located outside the United States. As a
result, it may not be possible to effect service of process within the United States upon such persons to originate an
action in the United States. Moreover, there is uncertainty that the courts of China would enforce judgments of U.S.
courts against the Companys, its directors or officers based on the civil liability provisions of the securities laws of the
United States or any state, or an original action brought in China based upon the securities laws of the United States or
any state.

ITEM 2 UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None

ITEM 3 DEFAULTS UPON SENIOR SECURITIES

None

ITEM 4 SUBMISSIONS OF MATTERS TO A VOTE OF SECURITY HOLDERS

None

ITEM 5 OTHER INFORMATION

None

ITEM 6. EXHIBITS

INDEX TO EXHIBITS
Exhibit
Number Description

3.1(1) Certificate of Incorporation (incorporated by reference from the filing on Form 10KSB File No.
000-33123.)

3.131) Bylaws (incorporated by reference from the Form 10KSB for the year ended December 31, 2002.)

10.1 Joint-venture Agreement, dated March 31, 2006, as amended on May 2, 2006, between Great Genesis
Holdings Limited and Wuhu Chery Technology Co., Ltd. (incorporated by reference to the exhibit 10.8
to the Company’s Form 10Q Quarterly Report on May 10, 2006 )

10.2 Securities Purchase Agreement dated February 1, 2008 among us, Lehman Brothers Commercial
Corporation Asia Limited, and YA Global Investments, L.P. (incorporated by reference to the
Company’s Form 10-K for the year ended December 31, 2007.)

10.3 Securities Purchase Agreement dated February 15, 2008 between us and the investors. (incorporated by

reference to the Company’s Form 10-K for the year ended December 31, 2007.)
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31.2
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Escrow Agreement dated February 15, 2008 among us, U.S. Bank National Association, Lehman
Brothers Commercial Corporation Asia Limited, and YA Global Investments, L.P. (incorporated by
reference to the Company’s Form 10-K for the year ended December 31, 2007.)

Registration Rights Agreement dated February 15, 2008 among us, Lehman Brothers Commercial
Corporation Asia Limited, and YA Global Investments, L.P. (incorporated by reference to the
Company’s Form 10-K for the year ended December 31, 2007.)

Senior Convertible Note dated February 15, 2008 in the original principal amount of $8,571,429 issued
by us in favor of TFINN & CO. as nominee for Lehman Brothers Commercial Corporation Asia
Limited. (incorporated by reference to the Company’s Form 10-K for the year ended December 31,
2007.)

Senior Convertible Note dated February 15, 2008 in the original principal amount of $6,428,571 issued
by us in favor of TFINN & CO. as nominee for Lehman Brothers Commercial Corporation Asia
Limited. (incorporated by reference to the Company’s Form 10-K for the year ended December 31,
2007.)

Senior Convertible Note dated February 15, 2008 in the original principal amount of $15,000,000 issued
by us in favor of TFINN & CO. as nominee for Lehman Brothers Commercial Corporation Asia
Limited. (incorporated by reference to the Company’s Form 10-K for the year ended December 31,
2007.)

Closing Warrant to purchase 564,799 shares of common stock at $8.8527 per share, dated February 15,
2008, issued by us in favor of TFINN & CO. as nominee for Lehman Brothers Commercial Corporation
Asia Limited. (incorporated by reference to the Company’s Form 10-K for the year ended December 31,
2007.)

Escrow Warrant to purchase 564,799 shares of common stock at $8.8527 per share, dated February 15,
2008, issued by us in favor of TFINN & CO. as nominee for Lehman Brothers Commercial Corporation
Asia Limited. (incorporated by reference to the Company’s Form 10-K for the year ended December 31,
2007.)

Rule 13a-14(a) Certification*

Rule 13a-14(a) Certification*

Section 1350 Certification*

Section 1350 Certification*

* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

CHINA AUTOMOTIVE SYSTEMS, INC.
(Registrant)

Date: May 6, 2010 By: /s/ Qizhou Wu
Qizhou Wu
President and Chief Executive Officer

Date: May 6, 2010 By: /s/Jie Li

Jie Li
Chief Financial Officer
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