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Part |
Item 1. BUSINESS

General

Unified Grocers, Inc. (referred to in this Form 10-K as “Unified,” “the Company,” “we,” “us,” or “our”) is a retailer-
owned, grocery wholesale cooperative serving supermarket, specialty and convenience store operators located
primarily in the western United States and the Pacific Rim. We sell a wide variety of products typically found in
supermarkets. We sell products and provide support services through Unified or through our specialty food
subsidiary (Market Centre) and international sales subsidiary (Unified International, Inc.). We report all product
sales in our Wholesale Distribution segment. We also provide support services to our customers through separate
subsidiaries, including insurance and financing, and through our Wholesale Distribution segment, including
promotional planning, retail technology, equipment purchasing services and real estate services. Insurance
activities are reported in our Insurance segment while finance activities are grouped within our All Other business
activities. The availability of specific products and services may vary by geographic region. We have three separate
geographical and marketing regions. The regions are Southern California, Northern California and the Pacific
Northwest.

Our customers include our owners (“Members”) and non-owners (“Non-Members”). We do business primarily with
those customers that have been accepted as Members. Our Members operate supermarket companies that range
in size from single store operators to regional supermarket chains. Store sizes range from neighborhood stores of
less than 10,000 square feet to large box format stores of over 80,000 square feet. Members are required to
meet specific capitalization requirements, which include capital stock ownership and may include required cash
deposits. Customers who purchase less than $1 million annually from the Company would not generally be
considered for membership, while customers who purchase over $3 million annually are typically required to
become Members. In addition, each Member must meet purchase requirements that may be modified at the
discretion of the Company’s Board of Directors (the “Board”).

We distribute the earnings from patronage activities conducted with our Members, excluding subsidiaries
(“Patronage Business”), in the form of patronage dividends. An entity that does not meet Member purchase
requirements or does not desire to become a Member may conduct business with us as a Non-Member customer
on a non-patronage basis. We retain the earnings from our subsidiaries and from business conducted with
Non-Members (collectively, “Non-Patronage Business”).

Unified is a California corporation organized in 1922 and incorporated in 1925. In September 1999, we completed
a merger (the “Merger”) with United Grocers, Inc. (“United”), a grocery cooperative headquartered in Milwaukie,
Oregon. In connection with the Merger, we changed our name from Certified Grocers of California, Ltd. to Unified
Western Grocers, Inc. As part of an initiative to strengthen our corporate brand and image in the marketplace, in
fiscal 2007, we began to do business as “Unified Grocers” for nearly all purposes, and effected a legal name
change on February 20, 2008.

Our strategic focus is to promote the success of independent retailers. A significant milestone was achieved in
early fiscal 2008, when we purchased certain assets and assumed certain liabilities of Associated Grocers,
Incorporated (“AG”) and its subsidiaries (the “Seattle Operations”), a retailer-owned grocery cooperative
headquartered in Seattle, Washington (the “Acquisition”). The Seattle Operations primarily serve retailers
throughout Washington, Oregon, Alaska and the Pacific Rim.

General Developments

During fiscal 2010, our sales declined slightly, in part due to the effects of low consumer confidence and higher
levels of unemployment in our region in comparison to the rest of the nation as a result of the current unfavorable
economic climate. In addition to the impact of the sales decline, our fiscal 2010 net earnings were impacted by
non-union pension and postretirement benefit cost increases that occurred primarily due to a reduction in the
discount rate used to determine pension and postretirement plan liabilities. Our continued focus on cost
containment has helped to partially mitigate the impact of lower net sales and higher pension and postretirement
plan expenses. We anticipate these same conditions will continue during our next fiscal year.



Subsequent to our fiscal year-end 2010, we replaced our existing revolving credit agreement with a new agreement
with substantially the same parties, terms and conditions that expires in 2015. The new agreement contains
substantially the same parties, terms and conditions as the existing agreement. See Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Credit Facilities,” for additional
information.

Company Structure and Organization

Wholesale Business

Wholesale Distribution: The Wholesale Distribution segment includes the results of operations from the sale of
food and non-food products to both Members and Non-Members. Our Wholesale Distribution segment represented
approximately 99% of consolidated net sales for each of the three fiscal years ended October 2, 2010 (the “2010
Period” or “fiscal 2010"), October 3, 2009 (the “2009 Period” or “fiscal 2009”) and September 27, 2008 (the
“2008 Period” or “fiscal 2008”), and approximately 89%, 90% and 94% of consolidated operating income and
86%, 86% and 88% of consolidated total assets, respectively, for each of the foregoing three fiscal years. The
Wholesale Distribution segment includes a broad range of branded and corporate brand products in nearly all
product categories found in a typical supermarket. In addition, we provide retail support services to our customers.

Products and services are provided to similar customer groups, comprised of Members and Non-Members, through
the Wholesale Distribution segment as follows:

® Cooperative Division: Products sold through the Cooperative Division include dry grocery, frozen food,
deli, meat, eggs, produce, bakery, general merchandise and health and beauty care. We also provide retail
support services including promotional planning, technology support services, equipment purchasing
services and real estate services. We have divided our Cooperative Division into three marketing regions
to better serve the product and service needs of our customers. The three regions include Southern
California, Northern California and the Pacific Northwest.

® Southern California Dairy Division: The Southern California Dairy Division operates a milk processing
plant in Los Angeles, California. Raw milk that is pasteurized and bottled at the plant is purchased from a
third party dairy cooperative based in California. The Southern California Dairy also bottles water and
various fruit punch drinks.

® Pacific Northwest Dairy Division: The Pacific Northwest Dairy Division generates earnings from sales of
dairy and related products manufactured by third parties. Dairy and related products are distributed by our
Milwaukie, Oregon and Seattle, Washington distribution facilities and by third parties directly to our
customers in the Pacific Northwest region.

® Market Centre: We sell ethnic, gourmet, specialty foods, and natural & organic products through our
Market Centre subsidiary to both Members and Non-members. We also sell products carried in the
Cooperative Division to small Non-Member customers through our Market Centre subsidiary.

® Unified International, Inc.: We sell products and provide shipping services to Non-Member customers
through our Unified International, Inc. subsidiary.



The following table presents percentages of net sales by type of similar product, as classified by the Company:

Percent of Consolidated Net Sales
Fiscal Years Ended

October 2, October 3, September 27,
2010 2009 2008

Wholesale Distribution:

Non-perishable products(1) 71% 2% 2%
Perishable products(2) 28% 27% 27%
Total Wholesale Distribution net sales 99% 99% 99%
Other(3) 1% 1% 1%
Total consolidated net sales 100% 100% 100%

(1) Consists primarily of dry grocery, frozen food, deli, ethnic, gourmet, specialty foods, natural and organic
products, general merchandise and health and beauty care. Also includes (a) retail support services and
(b) products and shipping services provided to Non-Member customers through Unified International, Inc.

(2) Consists primarily of service deli, service bakery, meat, eggs, produce, bakery, and dairy.

(3) Consists of revenues from the Company’s Insurance segment and All Other business activities.

For the fiscal years ended October 2, 2010, October 3, 2009 and September 27, 2008, products and services
distributed through the Company’s Wholesale Distribution segment account for 99% of consolidated total net sales.
Non-perishable products within the Wholesale Distribution segment’s revenues include sales of retail support
services that comprise less than 1% of consolidated total net sales for each of the three respective fiscal years.
Revenues from the Company’s Insurance segment, consisting principally of premium revenues, and All Other
business activities, consisting principally of revenues from our finance subsidiary, account for 1% of consolidated
total net sales for each of the three fiscal years. The Insurance segment includes the results of operations for the
Company’s three insurance subsidiaries (Unified Grocers Insurance Services, Springfield Insurance Company and
Springfield Insurance Company, Ltd.). These subsidiaries provide insurance and insurance-related products,
including workers’ compensation and liability insurance policies, to both the Company and its Member and
Non-Member customers. See Note 16 of Notes to Consolidated Financial Statements in Part Il, ltem 8 “Financial
Statements and Supplementary Data” for additional segment information.

Patronage Business: Earnings from business conducted with Members in our three divisions, Cooperative,
Southern California Dairy and Pacific Northwest Dairy, are distributed in the form of patronage dividends.

Non-Patronage Business: We retain the earnings from business conducted with Non-Members in our three
divisions—Cooperative, Southern California Dairy, and Pacific Northwest Dairy. We also retain the earnings from all
business, both Member and Non-Member, conducted with our subsidiaries, including Market Centre and Unified
International, Inc.

Supply Agreements: During the normal course of business, we enter into supply agreements with certain
Members and Non-Member customers. These agreements typically require that the Member or Non-Member
customer purchase specified amounts of their merchandise requirements from Unified and obligates us to supply
such merchandise pursuant to agreed-upon terms and conditions relating to matters such as pricing (i.e., mark-up)
and delivery. The supply agreements vary with respect to terms and length.

Products

National Brands: We supply more than 100,000 national and regional brand items, which represented
approximately 88% of our net sales in the Wholesale Distribution segment in fiscal 2010. We believe that national
and regional brands are attractive to chain accounts and other customers seeking consistent product availability
throughout their operations. Our national brand strategy is to foster close relationships with many national
suppliers, which provide us with important sales and marketing support.

Corporate Brands: Unified’s corporate brands enable the Company to offer its customers an exclusive and
expanding line of product alternatives to comparable national brands across a wide range of price points. Unified’s
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two-tier corporate brand strategy emphasizes certain brands as a direct alternative to national brand items and
other brands as an alternative to lower cost regional labels. Unified sells an extensive line of food and non-food
items under various corporate brands. Sales of Unified’s corporate brands represented approximately 12% of the
Company’s net sales in the Wholesale Distribution segment in fiscal 2010. Unified currently offers over 5,000
corporate brand products, including dry grocery, frozen, delicatessen, general merchandise, ice cream, fluid milk
and bakery. These products are sold under the following corporate labels: Western Family, Springfield, Special
Value, Golden Créme, Cottage Hearth and Natural Directions. Western Family and Natural Directions products are
acquired from Western Family Holding Company, of which the Company holds a partial ownership interest (see Note
5 of Notes to Consolidated Financial Statements in Part I, Item 8, “Financial Statements and Supplementary
Data.”). The Company operates its own bakery and milk, water and juice bottling manufacturing facilities in Los
Angeles, California, selling such products under the Springfield, Golden Créme and Cottage Hearth brands. With the
exception of certain bakery, milk, water and juice products, all corporate brands are manufactured by third parties.

Facilities and Transportation: As of October 2, 2010, the Company operates approximately 5.0 million square
feet of warehouse and manufacturing space throughout its marketing area.

® Southern California: The Company owns and operates a dry grocery warehouse facility in Commerce and
a combined frozen foods/refrigerated warehouse facility in Santa Fe Springs. The Company also leases a
perishable foods warehouse facility in Los Angeles. These facilities serve our Members and Non-Member
customers in Southern California, Southern Nevada, Arizona, New Mexico, Texas and Colorado. The
Company owns and operates a bakery manufacturing facility and a milk, water and juice processing plant,
both in Los Angeles.

® Northern California: The Company owns a dry grocery and a combined frozen foods/refrigerated
warehouse facility in Stockton. We lease a dry warehouse facility in Fresno. The Stockton facility provides
dry grocery, frozen and refrigerated foods primarily to our Members and Non-Member customers in
Northern California, Hawaii, Northern Nevada and the Pacific Rim. The Stockton facility also supplies
gourmet, specialty, and natural/organic foods to all three of the Company’s marketing regions. The Fresno
facility distributes general merchandise and health and beauty care products to Members and
Non-Member customers throughout California, Nevada, Hawaii, Arizona, New Mexico, Texas and the Pacific
Rim.

® Pacific Northwest: The Company owns and operates a full-service facility in Milwaukie, Oregon that
provides dry grocery, frozen and refrigerated foods, as well as general merchandise and health and beauty
care. In connection with the Acquisition, we assumed the lease for a full-service facility in Seattle,
Washington. The facilities serve the Company’s Pacific Northwest region, which includes Alaska, Oregon,
Washington, Idaho, California and the Pacific Rim.

We believe that our properties are generally in good condition, are well maintained, and are generally suitable and
adequate to carry on the Company’s business.

We began to review the overall logistics model for the Pacific Northwest region during the last three fiscal years.
The need to develop a new comprehensive logistics model was predicated on the fact that the lease on the main
warehouse and office complex in Seattle was shortterm in nature and the configuration of this complex is not
optimum. The objective of the review was to determine the size, configuration and location(s) for a distribution
facility (facilities) in the Pacific Northwest to best serve our customers in the region. We completed our review and
have determined the appropriate facility size and configuration. We have extended our lease on our current Seattle
location through April 30, 2015 (see “Contractual Obligations and Commercial Commitments” for further
discussion) and are currently in the process of identifying and selecting the appropriate location(s) to utilize upon
the expiration of the current lease.

One of Unified’s competitive strengths lies in its ability to provide the many different items our customers need to
compete across multiple retail formats. Rather than continuing to build the additional warehouse space necessary
to store and distribute duplicate items in all regions, Unified has focused on extending the reach of our current
facilities. This strategy enables Unified to provide a wide variety of products to customers throughout our regions,
without having to maintain duplicate inventories in each region. For example, the Company’s specialty food
subsidiary, Market Centre, warehouses a portion of its products exclusively in our facility in Stockton, California and
provides gourmet, specialty, and natural/organic foods to all three of the Company’s marketing regions, eliminating
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the need to buy, store, and manage inventories in multiple locations. By extending the reach of our facilities,
Unified is also able to supply items to our customers on a just-in-time basis, which minimizes the Company’s
inventory-carrying requirement.

Customers may choose either of two delivery options for the distribution of our products. Customers may elect
either to have us deliver orders to their stores or warehouse locations or to pick their orders up from the
Company’s distribution centers. The Company operates a fleet of 371 tractors and 1,082 trailers that it uses to
distribute products to its customers. Approximately 56% of the Company’s sales are delivered by its own fleet.

Insurance Business

The Company’s Insurance segment includes the results of operations for the Company’s three insurance
subsidiaries (Unified Grocers Insurance Services, Springfield Insurance Company and Springfield Insurance
Company, Ltd.). These subsidiaries provide insurance and insurance-related products, including workers’
compensation insurance policies, which represent approximately 80.1% of total Insurance segment revenues, and
liability insurance policies, which represent approximately 19.9% of total Insurance segment revenues.

Unified Grocers Insurance Services is an insurance agency that places business with insurance carriers, both
non-affiliated and Springfield Insurance Company. Springfield Insurance Company, Ltd. is a captive re-insurer for
Springfield Insurance Company.

Unified Grocers Insurance Services is a licensed insurance agency in Alaska, Arizona, California, Idaho, New
Mexico, Nevada, Oregon, Texas, Washington and Utah. Springfield Insurance Company is a licensed insurance
carrier in Arizona, California, Colorado, ldaho, Montana, New Mexico, Nevada, Oregon, Texas, Washington, Wyoming
and Utah. Springfield Insurance Company, Ltd. is a licensed insurance carrier in the Commonwealth of Bermuda.
The Insurance segment generates 89.9% of its policy revenues from sales in California, 6.9% from sales in Oregon
and 3.2% from sales in other states.

The Company’s insurance subsidiaries compete with both national and regional insurance carriers.

Springfield Insurance Company is licensed to transact insurance in twelve western and southwestern states. It is
subject to the insurance laws and regulations of each state. Domiciled in California, Springfield Insurance
Company’s primary regulatory oversight is conducted by the California Department of Insurance (“CDI”). The CDI
performs a thorough statutory accounting financial examination every three years. The CDI also conducts “Market
Conduct” and “Claims Practice” exams to ensure that the rating, underwriting and claims practices of Springfield
Insurance Company are in compliance with state regulations. Each state’s legislature and regulatory agencies
continually amend insurance laws and regulations. The Company uses subscriptions, reporting services and direct
communications from the states to monitor and maintain compliance within this changing environment.

Springfield Insurance Company, Ltd., is both domiciled and licensed to transact insurance business in the
Commonwealth of Bermuda. It is subject to the insurance laws and regulations of the Bermuda Monetary Authority.
This agency reviews each annual report for compliance with the Bermuda Insurance Act of 1978. The Company
uses a third party administrator located in Bermuda to monitor and maintain compliance with regulatory changes.

The Company’s Insurance segment represented approximately 1% of the Company’s consolidated net sales for
each of the three fiscal years ended October 2, 2010, October 3, 2009 and September 27, 2008, and
approximately 11%, 10% and 6% of consolidated operating income and 12%, 12% and 10%, respectively, of
consolidated total assets for each of the foregoing three fiscal years.

Other Support Businesses

The Company’s other support businesses, consisting primarily of a financing entity, collectively accounted for less
than 1% of the Company’s consolidated net sales and consolidated operating income and 2% of consolidated total
assets for each of the three fiscal years ended October 2, 2010, October 3, 2009 and September 27, 2008.
Beginning in fiscal 2004, and continuing through the third fiscal quarter of fiscal 2008, the Company’s other
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support businesses also included the consolidation of a variable interest entity as discussed in Note 3 of Notes to
Consolidated Financial Statements in Item 8, “Financial Statements and Supplementary Data.” As of
September 27, 2008, this entity was no longer consolidated.

Employees

As of October 2, 2010, Unified employed approximately 3,100 employees, of whom approximately 60% are
represented by labor unions under 25 collective bargaining agreements. The International Brotherhood of
Teamsters represents a significant majority of employees covered by labor contracts. Collective bargaining
agreements affecting the Company’s employees have various expiration dates ranging from 2011 through 2015.
The Company believes its labor relations with the various local unions are good.

Industry Overview and the Company’s Operating Environment

Competition

The grocery industry, including the wholesale food distribution business, is highly competitive, and is characterized
by high volume and low profit margins. As a result of heightened competition, the grocery industry has trended
towards both vertical and horizontal integration, alternative format grocery stores (including warehouse club stores
and supercenters) and mergers and acquisitions among competing organizations. The drivers of mergers or
acquisitions include the need to consolidate to increase efficiency, sales, buying power and resource sharing. In
response to the heightened competitive environment, our Acquisition of AG in early fiscal 2008 expanded our
capacity to serve retailers throughout Washington, Oregon, Alaska and the Pacific Rim. All of these drivers are
central to enabling an organization to achieve its strategic and financial objectives more effectively than it could
without the benefit of consolidation within the industry.

We compete in the wholesale grocery industry with regional and national food wholesalers such as C&S Wholesale
and Supervalu Inc., as well as other local wholesalers and distributors that provide a more limited range of
products and services to their customers. We also compete with many local and regional meat, produce, grocery,
specialty, general food, bakery and dairy wholesalers and distributors. Our customers compete directly with
vertically integrated regional and national chains. The growth or loss in market share of our customers could also
impact the Company’s sales and earnings. For more information about the competition Unified faces, please refer
to Item 1A, “Risk Factors.”

In helping our Member and Non-Member customers remain competitive, we emphasize providing a high quality and
diverse line of products, competitive pricing and timely and reliable deliveries. We also provide a wide range of
other services, such as financing and insurance, to further support our Members’ and Non-Member customers’
businesses.

The marketplace in which we operate continues to evolve and present challenges both to our customers and us.
The continued expansion of alternative grocery and food store formats into our marketplace may present challenges
for some of the retail grocery stores owned by our customers. In addition, non-traditional formats such as
warehouse, supercenters, discount, drug, natural and organic, and convenience stores continue to expand their
offering of products that are a core part of the conventional grocery store offering, thereby creating additional
competition for our customers.

Consumer

Our strategy to help our customers effectively compete in the marketplace also includes a focus on helping our
customers understand consumer trends. The current challenging economic climate has caused consumers to place
a higher emphasis on lower prices. Job losses have also caused greater demographic shifts that can change the
composition of consumers and their related product focus in a given marketplace. To effectively adjust to these
changes, many of our customers have focused on, among other things, enhancing their corporate brand offerings to
give consumers a lower-priced alternative to nationally branded products. This includes a corporate brand health
and wellness offering to satisfy consumers’ desire for products that support a healthy lifestyle but at a lower price.
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Differentiation strategies in specialty and ethnic products and items on the perimeter of the store such as produce,
service deli, service bakery and meat categories also continue to be an important part of our strategy.

One of our initiatives is to continue our development of programs and services designed with consumers in mind.
The retail store is becoming a bigger source of information for customers about the products that are available to
them. To provide this information, we are offering more in-store literature to educate consumers about the products
we offer, particularly to promote value and savings through event marketing and everyday low price campaigns.

Economic Factors

During fiscal 2010, our sales declined, in part, due to the effects of low consumer confidence and high
unemployment caused by the current economic climate and credit market turmoil that have negatively impacted
consumer spending and resulted in consumers buying more cautiously than in previous years. Job losses have also
caused greater demographic shifts that can change the composition of consumers and their related product focus
in a given marketplace.

We are impacted by changes in the overall economic environment. An inflationary or deflationary economic period
could impact the Company’s operating income in a variety of areas, including, but not limited to, sales, cost of
sales, employee wages, benefits and workers’ compensation insurance, as well as energy and fuel costs. The
Company typically experiences significant volatility in the cost of certain commodities, the cost of ingredients for
our manufactured breads and processed fluid milk, and the cost of packaged goods purchased from other
manufacturers. The Company’s pricing programs are designed to pass these costs on to our customers; however,
the Company may not always be able to pass such increases to customers on a timely basis. Any delay may result
in a less than full recovery of price increases. It is also difficult to predict the effect that possible future purchased
or manufactured product cost decreases might have on our profitability. The effect of deflation in purchased or
manufactured product costs would depend on the extent to which we had to lower selling prices of our products to
respond to sales price competition in the market. Consequently, it is difficult for us to accurately predict the impact
that inflation or deflation might have on our operations.

The majority of Unified’s investments (approximately 86%) are held by two of our insurance subsidiaries, and
include U.S. government and agency obligations, high quality investment grade corporate bonds, U.S. government
treasury securities, U.S. state and municipal securities, and common equity securities. These investments,
excluding the common equity securities, are generally not actively traded and are valued based upon inputs
including quoted prices for identical or similar assets. Collectively, these investments have experienced an increase
in estimated fair value or market value since the beginning of fiscal 2010. Approximately 10% of Unified’s
investments are held by our Wholesale Distribution segment, which consists primarily of Western Family Holding
Company (“Western Family”) common stock. Western Family is a private cooperative located in Oregon from which
the Company purchases food and general merchandise products. Approximately 4% of our investments are held by
our other support businesses and consists primarily of an investment by the Company’s finance subsidiary in
National Consumer Cooperative Bank (“NCB”). NCB operates as a cooperative and therefore its borrowers are
required to own its Class B stock. See Item 7, “Outstanding Debt and Other Financing Arrangements—Member
Financing Arrangement” and Notes 5 and 7 of Notes to Consolidated Financial Statements in Iltem 8, “Financial
Statements and Supplementary Data” for additional discussion regarding NCB.

The Company invests in life insurance policies (reported at cash surrender value) and various publicly-traded mutual
funds (reported at estimated fair value based on quoted market prices) to fund obligations pursuant to its Executive
Salary Protection Plan (see Note 13 of Notes to Consolidated Financial Statements in Item 8, “Financial
Statements and Supplementary Data” for additional discussion). In fiscal 2010, net earnings and net
comprehensive earnings experienced an increase corresponding to the increase in life insurance and mutual fund
assets, respectively.

External factors continue to drive volatility in costs associated with fuel. Our pricing includes a fuel surcharge on
product shipments to recover fuel costs over a specified index. When fuel costs differ from a specified index,
pricing adjustments will be passed on to our customers. The surcharge is reviewed monthly and adjusted when
appropriate.

Additionally, wage increases occur as a result of negotiated labor contracts and adjustments for non-represented
employees. Wage increases primarily occur in September for negotiated labor contracts. Wage increases for
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non-represented employees typically occur in December. However, most non-represented employees did not receive
wage increases in December 2009. Wage increases will be reinstituted in January 2011, reflecting a traditional
annual increase. We continually focus attention on initiatives aimed at improving business processes and
managing costs.

Technology

Technology has played a significant role in shaping the grocery industry as companies continue to use technology
to gain efficiencies and reduce costs. Technological improvements have been an important part of our strategy to
improve service to our customers and lower costs. As chain supermarkets increase in size and alternative format
grocery stores gain market share, independent grocers are further challenged to compete. Our customers benefit
from our substantial investment in supply-chain technology, including improvements in our vendor management
activities through new item introductions, promotions management and payment support activities.

Technological improvements in our distribution systems have been an area of concentration. Over the past several
years, we have continued to upgrade our warehouse and enterprise reporting systems to improve efficiencies, order
fulfillment accuracy and internal management reporting capabilities. This process has been instrumental in helping
drive labor efficiencies. We are realizing the expected improvements from each facility’s upgrade.

The Company is in the process of rolling-out a Proof of Delivery application throughout its private transportation
fleet. The new mobile application is expected to improve accuracy with the delivery process. At the heart of the
process is a mobile hand-held computer that tracks the driver's actions throughout the day. This fully electronic
solution replaces the need for existing paper documents and provides real time information on service level and
delivery performance.

We provide our customers with network connectivity, data exchange, and a portfolio of applications. Most of these
offerings are provided under a subscription model allowing our retailers to utilize these systems without high
up-front costs. Unified’s Retail Technology team fully supports these products, eliminating the need for retail-level
Information Services personnel to manage these systems. In the difficult business environment and economic
conditions our retailers have been facing, this approach has been helpful in promoting their success. During fiscal
2010, we also improved card- holder security on our ReadyPay system by moving to a web-based service model
that removes cardholder data access from the retailer and makes Payment Card Industry (“PCIl”) compliance more
easily achievable. We also completed a major rollout of PCI Personal Identification Number Encryption Devices to all
required ReadyPay locations.

Suppliers and Raw Materials Sources

The products Unified sells to our customers and the raw materials the Company uses in its manufacturing
operations are purchased from a number of sources. In general, the Company is not dependent upon any single
source of supply in any of its businesses. We believe that alternative suppliers are available for substantially all of
the Company’s products and that the loss of any one supplier would not have a material adverse effect on the
Company’s business. We also believe the products and raw materials generally are available in sufficient supply to
adequately meet customer demand.

Seasonality and Backlog

The Company’s Wholesale Distribution segment is not subject to significant seasonal fluctuations in demand. The
Company does not typically experience a material backlog in sales orders or the fulfillment of customer orders.

Environmental Regulation

Unified owns and operates various facilities for the manufacture, warehousing and distribution of products to its
Members and Non-Member customers. Accordingly, the Company is subject to increasingly stringent federal, state
and local laws, regulations and ordinances that (i) govern activities or operations that may have adverse
environmental effects, such as discharges to air and water, as well as handling and disposal practices for solid and
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hazardous wastes and (ii) impose liability for the costs of cleaning up, and certain damages resulting from sites of
past spills, disposals or other releases of hazardous materials. In particular, under applicable environmental laws,
Unified may be responsible for remediation of environmental conditions and may be subject to associated liabilities
(including liabilities resulting from lawsuits brought by private litigants) relating to its facilities and the land on
which the Company’s facilities are situated, regardless of whether Unified leases or owns the facilities or land in
question and regardless of whether such environmental conditions were created by it or by a prior owner or tenant.
Unified believes it is in compliance with all such laws and regulations and has established reserves for known and
anticipated costs of remediation.

Customers

Approximately 61% of the Company’s sales are conducted with Members on a patronage basis. Earnings from
business conducted with Members through its Patronage Business divisions are distributed in the form of
patronage dividends, while the Company retains earnings from Non-Patronage Business conducted with Members.
Unified also conducts business with Non-Member customers on a non-patronage basis. Earnings from business
activities transacted with Non-Members are retained by the Company. The Company’s Member and Non-Member
customers are typically retail grocery store operators ranging in size from single store operators to regional
supermarket chains.

The Company’s largest customer, Smart & Final, Inc., accounted for 11%, 11%, and 10% of total net sales for the
fiscal years ended October 2, 2010, October 3, 2009 and September 27, 2008, respectively. The Company’s next
nine largest customers combined accounted for 33%, 32%, and 32% of total net sales for the fiscal years ended
October 2, 2010, October 3, 2009 and September 27, 2008, respectively.

The Company’s ten customers with the largest accounts receivable balances accounted for approximately 41%,
35%, and 33% of total accounts receivable at October 2, 2010, October 3, 2009 and September 27, 2008,

respectively.

We provide real estate services, equipment sales and financing to support existing Members that are remodeling or
opening new stores. We also help retailers introduce new products to meet changing consumer demand.

During fiscal 2010, changes to our membership base have occurred as indicated in the following table:

Number of
Membership Activity Members
Membership count as of October 3, 2009 498
New members 5
Members who converted to Non-Member status (12)
Members who sold to other continuing Members (5)
Members discontinued (14)
Membership count as of October 2, 2010 473

Since the beginning of the equity enhancement program (see Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—“Equity Enhancement Plan”), a number of smaller-volume retailers
have decided to conduct business with Unified as Non-Member customers rather than as Members. While the
pricing program for these Non-Member customers is higher than that for Members, the benefit is that the change
eliminates the need to own Class A and Class B Shares (see “Capital Shares” below). Conducting business as a
Non-Member customer of Unified also allows a customer to maintain access to the broad product selection we
offer that helps them stay competitive.

Competitive Strengths

We are a full service provider of products and services to our retail Members and Non-Member customers. While
equity ownership by our Members encourages loyalty, we must still offer competitive products, pricing and services.
We provide nearly all product categories found in a typical supermarket, including dry grocery, frozen food, deli,
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meat, dairy, eggs, produce, bakery, ethnic, gourmet, specialty foods, natural and organic products and general
merchandise and health and beauty care products. The combination of providing a wide variety of typical products
plus an extensive line of specialty, meat and produce makes us unique as compared to our competition. Our
services also include insurance, finance, real estate, equipment, advertising support, shelf layout and design,
technology and other services. We also gather and disseminate industry information to keep our retailers updated
on consumer trends, regulations, and products. We help our retailers identify and focus on consumer trends that
enhance their opportunity for success. This broad offering allows our retailers to focus attention on developing
differentiation strategies to help them compete more effectively in the marketplace. As they grow, we become
stronger as well.

Our scale provides retailers access to vendor support that they would otherwise not have. Support comes in the
way of promotional offerings, new items, and other information.

Corporate or Competitive Strategy

Our strategy is based upon creating success at retail for both our Member and Non-Member customers. We are
focused on helping our retailers understand consumer trends. Our strategic focus will be to continue our
development of programs and services designed with consumers in mind. This includes addressing the current
consumer trends that focus on lower-priced items to address the current challenging economic climate as well as
addressing longer-term trends such as consumers’ desire for more health and wellness and ethnic food choices.
We will continue to develop a targeted mix of products to satisfy changes in consumer preferences.

Capital Shares

There is no established public trading market for Unified’s shares. The Company’s common stock is issued or
exchanged solely between the Company and its Members in accordance with the Company’s share purchase
requirements and Exchange Value formula (described below) as established by the Board.

The Company exchanges its Class A Shares and Class B Shares with its Members at a price that is based on a
formula and is approved by the Board (“Exchange Value Per Share”). Prior to September 30, 2006, the Company
computed the Exchange Value Per Share of the Class A and Class B Shares as Book Value divided by the number
of Class A and Class B Shares outstanding at the end of the fiscal year. Book Value is computed based on the sum
of the fiscal year end balances of Class A and Class B Shares, plus retained earnings, plus (less) accumulated
other comprehensive earnings (loss). Commencing September 30, 2006, the Company modified its Exchange Value
Per Share computation to exclude accumulated other comprehensive earnings (loss) from Book Value. At the
Company’s annual meeting of shareholders held on February 23, 2010, the shareholders authorized the Board, in
its sole discretion, to retain a portion of the Company’s annual earnings from its non-patronage business and not
allocate those earnings to the Exchange Value. Additionally, the Company modified its Exchange Value Per Share
computation, effective for fiscal year-end 2010, to also exclude from Book Value non-allocated retained earnings
(loss) and the redemption value of unredeemed shares tendered for redemption, and to exclude the number of
shares tendered for redemption from the outstanding number of Class A and Class B Shares. Exchange Value Per
Share does not necessarily reflect the amount the net assets of the Company could be sold for or the dollar
amount that would be required to replace them. See “OFFERING OF CLASS A SHARES, CLASS B SHARES AND
CLASS E SHARES—EXxchange Value Per Share” in the Company’s Post-Effective Amendment No. 1 to Registration
Statement on Form S-1 filed on January 25, 2010, with respect to the Company’s offering of Class A Shares, Class
B Shares and Class E Shares for further information.

Class A Shares. Class A Shares may be held only by Members of Unified. A Member (1) must own Class A Shares
and Class B Shares in an amount specified by the Board; (2) must be of approved financial standing; (3) must be
engaged in selling grocery and related products at retail or wholesale; (4) must purchase products from Unified in
amounts and in a manner that is established by the Board; (5) must make application in such form as is prescribed
by Unified; and (6) must be accepted as a Member by Board action. Each holder of Class A Shares is entitled to
one vote per share on all matters to be voted upon by the shareholders, and are entitled to elect 80% of the
authorized number of directors.

Prior to December 2002, Unified’s Bylaws required that each Member acquire and hold 100 Class A Shares. In
December 2002, the Company adopted an equity enhancement plan (see Item 7, “Management’s Discussion and
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Analysis of Financial Condition and Results of Operations—Equity Enhancement Plan”). As part of this plan, the
Board increased the required holdings of Class A Shares by a Member to 150 shares at the end of fiscal 2003,
200 shares at the end of fiscal 2004, 250 shares at the end of fiscal 2005, 300 shares at the end of fiscal 2006,
and 350 shares at the end of fiscal 2007. Unified currently requires each Member to own 350 Class A Shares. The
Board is authorized to accept Members without the issuance of Class A Shares when the Board determines that
such action is justified by reason of the fact that the ownership of the Member is the same, or sufficiently the
same, as that of another Member holding the required number of Class A Shares.

Class B Shares. Each Member must also own such amount of Class B Shares as may be established by the
Board. Unified currently requires each Member to hold Class B Shares having an issuance value equal to
approximately twice the Member’s average weekly purchases from the Cooperative Division, except for meat and
produce which are approximately one times the Member’s average weekly purchases from the Cooperative Division
(the “Class B Share requirement”). If purchases are not made weekly, the average weekly purchases are based on
the number of weeks in which purchases were actually made. For purposes of determining the Class B Share
requirement, each Class B Share held by a Member has an issuance value equal to the Exchange Value Per Share
of the Company’s outstanding shares at the close of the fiscal year end prior to the issuance of such Class B
Shares. The holders of Class B Shares have the right to elect 20% of the authorized number of directors. Except as
provided above or by California law, the holders of Class B Shares do not have any other voting rights.

The Class B Share requirement is determined twice a year, at the end of the Company’s second and fourth fiscal
quarters, based on the Member’s purchases from the Cooperative Division during the preceding four quarters.

New Members typically must satisfy their Class B Share requirement entirely through the holding of Class B Shares
by the end of the sixth year of membership. Class B Shares required to be held by a new Member may be
purchased directly at the time of admission as a Member or may be acquired over the five consecutive fiscal years
commencing with the first year after admission as a Member at the rate of 20% per year, if a subordinated cash
deposit (“Required Deposit”) is provided for the full amount of the Class B Share requirement during the five-year
build-up of the Class B Share requirement. The Required Deposit may generally be paid either in full upon
acceptance as a Member or 75% upon acceptance and the balance paid over a 26-week period. Required Deposits
for new stores or growth in the sales of existing stores can be paid either in full or with a 50% down payment and
the balance paid over a 26-week period; replacement stores typically are treated as new stores for purposes of
determining the treatment of the Required Deposit. Certain Members, including former shareholders of United or
AG, may elect to satisfy their Class B Share requirement only with respect to stores owned at the time of
admission as a Member solely from their patronage dividend distributions, and are not required to provide a
Required Deposit. In order to be eligible to elect to satisfy their Class B Share requirement solely from patronage
dividend distributions, former shareholders of AG were also required to enter into supply agreements with the
Company. Member and Non-Member customers may be required to provide a non-subordinated credit deposit
(“Credit Deposit”) in order to purchase products on credit terms established by the Company. “Credit Deposit”
means any non-subordinated deposit that is required to be maintained by such Member or Non-Member customer
in accordance with levels established by the credit office of Unified from time to time in excess of the amount of
Required Deposits set by the Board.

Class B Shares are generally issued to Members as a portion of the Cooperative Division patronage dividends paid,
if such Members do not hold enough Class B Shares to satisfy their Class B Share requirement. As Class B Shares
are issued as part of a Member’s patronage dividend distribution, the Member receives credit against its Class B
Share requirement based on the issuance value of such Class B Shares. If at the end of the Company’s second
fiscal quarter, after giving effect to the Company’s next estimated Cooperative Division patronage dividend, the
Member does not hold Class B Shares with a combined issuance value equal to the required amount of Class B
Shares, Unified will typically require an additional subordinated deposit equal to such deficiency which, at Unified’s
option, may be paid over a 26-week period. If following the issuance of Class B Shares as part of the patronage
dividend distribution for any given fiscal year after the first year as a Member, the Member does not hold Class B
Shares with a combined issuance value equal to the required amount of Class B Shares, then additional Class B
Shares must be purchased by the Member in an amount sufficient to achieve the requirement. The additional Class
B Shares may be paid for by charging the Member’'s cash deposit account in an amount equal to the issuance
value of the additional Class B Shares or by direct purchase by the Member, which may be paid over 26 weeks. The
Board may increase or otherwise change the Class B Share requirement and payment terms at its discretion.
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A reduced investment option is available if certain qualifications are met. The standard Class B Share investment
requirement (“SBI”) is approximately twice the amount of the Member's average weekly purchases from the
Cooperative Division, except for meat and produce, which are approximately one times the Member's average
weekly purchases from the Cooperative Division. Members may apply for a reduced Class B Share investment
requirement (“RBI”), which requires Members to pay for their purchases electronically on the statement due date
and demonstrate credit worthiness. The purpose of the RBI is to encourage Member growth by offering a reduced
requirement if the qualifications are met and to provide a cap on the investment requirement at certain volume
levels. The RBI is based on a sliding scale such that additional purchase volume marginally reduces the
requirement as a percentage of purchase volume. Members who do not apply for the RBI remain on the SBI. These
changes were effective with the fiscal 2005 second quarter recalculation of the Class B Share investment
requirement.

Certain Members, including those who were shareholders and customers of United or AG on the date of the United
Merger or the AG Acquisition (“former shareholders of United and AG”), may elect to satisfy their Class B Share
requirement with respect to stores owned at the time of admission as a Member solely from their patronage
dividend distributions by electing to receive Class B Shares in lieu of 80% of the Cooperative Division qualified cash
patronage dividends the Member otherwise would receive in the future until the Class B Share requirement is
satisfied. In order to make the election to satisfy their Class B Share requirement solely from patronage dividend
distributions, former shareholders of AG were also required to enter into supply agreements with the Company.
During the build-up of its Class B Share requirement, such Member is not required to provide a Required Deposit
with respect to stores owned at the time of admission as a Member but may be required to provide a
non-subordinated Credit Deposit. Satisfaction of the Class B Share requirement of such Members relating to new
stores or growth in the sales of existing stores may not be satisfied solely from their patronage dividend
distributions, but is subject to the same payment requirements as apply to other Members.

Class C Shares. Directors of the Company hold Class C Shares. Each director purchases one Class C Share for
its stated value of ten dollars. Class C Shares are non-voting director qualifying shares and share in liquidation at a
value of ten dollars per share. During fiscal 2007, the Board approved a resolution to redeem the Class C Shares,
and the Company’s intention is to redeem and simultaneously cancel the outstanding shares.

Class E Shares. In December 2002, as part of its fiscal 2003 equity enhancement plan, a new class of equity,
denominated “Class E Shares,” was created (see Iltem 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Equity Enhancement Plan”). Class E Shares were issued as a portion of the
patronage dividends issued for the Cooperative Division in fiscal years 2003 through 2009, and may be issued as
a portion of the patronage dividends issued for the Cooperative Division in future periods, as determined annually
at the discretion of the Board. The Class E Shares have a stated value of $100 per share, and, unless required by
law, are non-voting equity securities. Dividends on Class E Shares may be declared and may be payable in unique
circumstances solely at the discretion of the Board. Class E Shares are transferable only with the consent of the
Company, which will normally be withheld except in connection with the transfer of a Member’'s business to an
existing or new Member for continuation of such business. Class E Shares become eligible for redemption ten
years after their date of issuance. Pursuant to the Company’s redemption policy, Class E Shares will not be
repurchased for at least ten years from their date of issuance unless approved by the Board or upon sale or
liquidation of the Company.

Redemption of Capital Shares

The Articles of Incorporation and Bylaws currently provide that Unified’s Board has the absolute discretion to
repurchase any Class A Shares, Class B Shares or Class E Shares of any outgoing Member regardless of when the
membership terminated, and any Class B Shares in excess of the Class B Share requirement (“Excess Class B
Shares”) held by a current Member, whether or not the shares have been tendered for repurchase and regardless
of when the shares were tendered. The repurchase of Class A Shares, Class B Shares or Class E Shares is solely
at the discretion of the Board. The Board considers the redemption of eligible Class A Shares on a quarterly basis.
All other shares eligible for redemption are considered by the Board on an annual basis. Class E Shares become
eligible for redemption ten years after their date of issuance. Pursuant to the Company’s redemption policy, Class
E Shares will not be repurchased for at least ten years from their date of issuance unless approved by the Board or
upon sale or liquidation of the Company. The Class E Shares, when redeemed, will be redeemed at stated value.
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Excess Class B Shares may be redeemed at the sole discretion of the Board. If the Member tendering the shares
for repurchase is current on all obligations owing to Unified and its subsidiaries, and no grounds exist for
termination of membership, such redemption may be effected by paying to the Member or crediting to the
Member’s account the redemption price. The redemption price for such shares shall be the same as provided on
the termination of membership. If the Member tendering the shares for repurchase is not current on all obligations
owing to Unified and its subsidiaries, and no grounds exist for termination of membership, Unified may redeem
such Excess Class B Shares, with Unified having the right to apply the proceeds against all amounts owing to
Unified or any of its subsidiaries. The right to deduct any amounts owing to Unified or its direct or indirect, present
or future subsidiaries against the total redemption price for shares is solely at the option of the Company.
Shareholders may not offset or recoup any obligations to Unified or such subsidiaries or otherwise refuse to pay
any amounts owed to Unified or such subsidiaries.

Subject to the Board’s determination and approval to redeem shares, any repurchase of shares will be on the
terms, and subject to the limitations and restrictions if any, set forth in:

® The California General Corporation Law;
® The Company’s Articles of Incorporation and Bylaws;
® The Company’s redemption policy; and

® Any credit or other agreements to which the Company is a party.

California General Corporation Law

The Company is subject to the restrictions imposed by the California General Corporation Law (the “CGCL”).
Section 501 of the CGCL prohibits any distribution that would be likely to result in a corporation being unable to
meet its liabilities as they mature. In addition, Section 500 of the CGCL prohibits any distribution to shareholders
for the purchase or redemption of shares unless (a) the amount of retained earnings immediately prior thereto
equals or exceeds the amount of the proposed distribution or (b) an alternative asset-liability ratio test is met.
Historically, the Company maintained sufficient retained earnings to accomplish its share repurchase program.
However, during fiscal year 2002, the Company’s retained earnings were inadequate to permit repurchase of the
Company’s shares. This condition was reversed beginning in fiscal year 2003. However, there can be no assurance
that the Company will be able in the future to redeem all shares tendered given the restrictions of the CGCL.

Articles of Incorporation and Bylaws

The Board has the right to amend the Company’s redemption policy at any time, including, but not limited to,
changing the order in which repurchases will be made or suspending or further limiting the number of shares
repurchased, except as otherwise may be expressly provided in the Articles of Incorporation. A copy of the Bylaws,
which contains the Company’s redemption policy, was filed as Exhibit 3.1 to the Company’s Current Report on Form
8K, filed on June 28, 2010, and is incorporated herein by reference.

Redemption Policy

The Board has the discretion to modify the redemption policy from time to time. All redemptions occur solely at the
discretion of the Board. The Company’s redemption policy currently provides that (i) Class A Shares and Class B
Shares held by a shareholder that is no longer a qualified or active Member may be redeemed at the Exchange
Value Per Share of the Company at the close of the last fiscal year end prior to termination of Member status,
(i) with respect to terminations prior to September 30, 2000, the repurchase price is the Company’s Exchange
Value Per Share at the fiscal year end prior to the effective date of the Merger, (iii) Class B Shares of terminated
Members would not be redeemed until after September 28, 2002 and (iv) after September 28, 2002 Unified may
repurchase Excess Class B Shares tendered for redemption at the Exchange Value Per Share at the close of the
last fiscal year end prior to the date the shares are tendered for repurchase.
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The Company’s redemption policy also currently provides that the number of Class B Shares that Unified may
redeem in any fiscal year will be typically limited to approximately 5% of the sum of:

® The number of Class B Shares outstanding at the close of the preceding fiscal year end; and

® The number of Class B Shares issuable as a part of the patronage dividend distribution for the preceding
fiscal year.

There is no assurance that Unified’s financial condition will enable it to redeem shares tendered for redemption.
Even if redemption is permitted by legal requirements, it is possible under Unified’s redemption policy that a
Member’s Class B Shares will not be fully, or even partially, redeemed in the year in which they are tendered for
redemption.

Unified’s Board has the absolute discretion to redeem Excess Class B Shares or to redeem Class A, Class B or
Class E Shares of any outgoing Member regardless of when the membership terminated or the Class B Shares
were tendered. The Board will also have the right to elect to redeem Excess Class B Shares or Class E Shares even
though such redemption has not been requested and without regard to each year’s five percent limit or any other
provision of the redemption policy.

If the Company is not able to redeem all shares eligible for redemption in a given year, then the shares redeemed
will be determined on a pro rata basis. See Item 5, “Market For Registrant’s Common Equity, Related Shareholder
Matters and Issuer Purchases of Equity Securities” for recent redemption activity.

Credit or Other Agreements

The Company is a party to credit agreements under which redemptions of Class A, Class B and Class E Shares are
prohibited during the period of a breach or an event of default under the credit agreements.

Patronage Dividends

Unified distributes patronage dividends to its Members based upon its patronage earnings during a fiscal year.
Non-Member customers are not entitled to receive patronage dividends. The Board approves the payment of
dividends and the form of such payment for the Company’s three patronage earnings divisions: the Southern
California Dairy Division, the Pacific Northwest Dairy Division and the Cooperative Division.

® Southern California Dairy Division: Patronage earnings attributable to the Southern California Dairy
Division are generated primarily from sales of products manufactured at a milk, water and juice bottling
plant located in Los Angeles, California. Patronage dividends for this division are paid solely to Members
who purchase products from the Southern California Dairy Division.

® Pacific Northwest Dairy Division: Patronage earnings attributable to the Pacific Northwest Dairy Division
are generated for this division from sales of dairy products manufactured by third party suppliers located
in Oregon and Washington. Patronage dividends are paid solely to Members who purchase dairy products
from the Pacific Northwest Dairy Division.

® Cooperative Division: Patronage earnings attributable to the Cooperative Division are generated from all
patronage activities of Unified, other than the Southern California and Pacific Northwest Dairy Divisions
discussed above, regardless of geographic location. Patronage dividends for this division are paid based
on the qualified patronage purchases of the following types of products: dry grocery, deli, health and
beauty care, tobacco, general merchandise, frozen food, ice cream, meat, produce and bakery.
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The following table summarizes the patronage dividends distributed by Unified during the past three fiscal years.

(dollars in thousands)

Division 2010 2009 2008
Cooperative $ 407 $ 4,933 $11,343
Southern California Dairy 11,974 10,172 10,065
Pacific Northwest Dairy 1,657 1,618 651

Total $14,038 $16,723 $22,059

The Company tracks the volume of qualifying patronage purchases by Members from the Company in the respective
divisions on an individual Member basis. The Cooperative patronage dividend is calculated and distributed at the
end of the year in proportion to the qualified patronage sales during the year. During the 2010 Period, 2009 Period
and 2008 Period, patronage dividends have been both positively and negatively impacted by a variety of activities.
A summary of these activities by Period is as follows:

® During the 2010 Period, the Company experienced higher patronage earnings in the Southern California
Dairy Division due to the addition of new Member sales volume. The Company experienced a decline in
patronage earnings for the Cooperative Division due, in large part, to the general decline in net sales and
higher non-union pension and postretirement expense, partially offset by lower overall distribution, selling
and administrative expenses.

® During the 2009 Period, the Company experienced higher patronage earnings in the Pacific Northwest
Dairy Division due to the addition of sales to former AG customers that have become Members. The
Company experienced a decline in the patronage earnings for the Cooperative Division due primarily to
lower inventory holding gains and other vendor related activity, partially offset by decreased operating
expenses.

® During the 2008 Period, the Company’s growth in patronage earnings was primarily due to inventory
holding gains resulting from inflation in food prices, growth in our existing Members’ business and a
decrease in workers’ compensation expenses, partially offset by additional costs incurred to close our
Hayward facility and consolidate its operations into our Stockton facility and an increase in diesel fuel
expense.

See additional discussion in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Wholesale Distribution Segment.” Dairy dividends are calculated quarterly and are distributed in
proportion to the qualified patronage sales during the quarter. Total patronage earnings are based on the combined
results of the Southern California Dairy Division, the Pacific Northwest Dairy Division and the Cooperative Division.
In the event of a loss in one division, the Board will make an equitable decision with respect to the treatment of the
loss.

The Company’s Bylaws provide that patronage dividends may be distributed in cash or in any other form that
constitutes a written notice of allocation under Section 1388 of the Internal Revenue Code. Section 1388 defines
the term “written notice of allocation” to mean any capital stock, revolving fund certificate, retain certificate,
certificate of indebtedness, letter of advice, or other written notice, that discloses to the recipient the stated dollar
amount allocated to the recipient by Unified and the portion thereof, if any, which constitutes a patronage dividend.
Written notices of allocation may be in the form of qualified written notices of allocation or non-qualified written
notices of allocation. To constitute a qualified written notice of allocation, a patronage dividend must be paid at
least 20% in cash and the balance in a form which constitutes a written notice of allocation and which the recipient
has agreed to take into income for tax purposes in the year of receipt. If at least 20% of the patronage dividend is
not paid in cash, the entire amount of the distribution not paid in cash, whether in the form of stock, subordinated
patronage dividend certificates or other debt instrument, constitutes a non-qualified written notice of allocation.

For fiscal 2010, patronage dividends in the Cooperative Division are distributed to Members as follows:

® The total patronage dividend is qualified and distributed in cash. Typically, Members who do not hold
Class B Shares with a combined issuance value equal to the Class B Share requirement must purchase
additional Class B Shares from their Required Deposit in an amount sufficient to achieve the requirement
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(see “Capital Shares—Class B Shares”). For those Members who otherwise would be required to
purchase additional Class B Shares from cash in their deposit fund, the Board waived such requirement
for fiscal 2010 only.

For fiscal 2009 and fiscal 2008, patronage dividends in the Cooperative Division were distributed to Members as
follows:

® The first 30% of the patronage dividend was non-qualified and distributed in Class E Shares.

® The remaining 70% of the patronage dividend was qualified and distributed as a combination of cash and
Class B Shares as follows:

® The first 20% of this portion of the dividend was distributed in cash.

® The remaining amount was distributed in Class B Shares to the extent of any deficiency in the
Member meeting its Class B Share requirement, and the remainder was deposited in cash to the
Member’s deposit fund.

The accompanying financial statements reflect patronage dividends earned by Members as of the fiscal year ended
October 2, 2010 (see Part Il, Item 8, “Financial Statements and Supplementary Data”). The actual distribution of
the fiscal 2010 patronage dividend is anticipated to take place in January 2011.

Patronage dividends generated by the dairy divisions are paid quarterly and have historically been paid in cash.

Minimum Purchase Requirements

Unified requires that each Member meet the minimum purchase requirements established by the Board, which may
be modified from time to time. In April 2008, the Board increased the purchase threshold typically required to
qualify as a Member from $5,000 per week to $1 million annually. Persons who were Members on the date of this
change, or who were shareholders or customers of AG on the date of the AG Acquisition are not subject to this
change. Exceptions to the minimum purchase requirements may be granted by the Board.

An entity that does not meet the requirements to be a Member, or does not desire to become a Member typically
may conduct business with Unified as a Non-Member customer on a non-patronage basis. However, any customer
who purchases more than $3 million of products annually is typically required to be a Member.

Member Equity Investments

Unified generally requires that its Members own Class B Shares pursuant to a formula based on average weekly
purchases from the Company or the amount of the Member’s average purchases if purchases are not made on a
regular basis. Class B Shares required to be held by a new Member may be purchased directly at the time of
admission as a Member or may be acquired over the five consecutive fiscal years commencing with the first year
after admission as a Member at the rate of 20% per year, if a Required Deposit is provided for the full amount of
the Class B Share requirement during the five-year build-up of the Class B Share requirement. The Required Deposit
may generally be paid either in full upon acceptance as a Member or 75% upon acceptance and the balance paid
over a 26-week period. Required Deposits for new stores or growth in the sales of existing stores can be paid
either in full or with a 50% down payment and the balance paid over a 26-week period; replacement stores typically
are treated as new stores for purposes of determining the treatment of the Required Deposit. Certain Members,
including former shareholders of United or AG, may elect to satisfy their Class B Share requirement only with
respect to stores owned at the time of admission as a Member solely from their patronage dividend distributions,
and are not required to provide a Required Deposit. In order to be eligible to elect to satisfy their Class B Share
requirement solely from patronage dividend distributions, former shareholders of AG were also required to enter
into supply agreements with the Company. Member and Non-Member customers may be required to provide a
Credit Deposit in order to purchase products on credit terms established by the Company.
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The value of a Class B Share for purposes of satisfying the Class B Share requirement is based upon the Exchange
Value Per Share at the last fiscal year end prior to the initial issuance of each Class B Share. Former United
shareholders were permitted a value of $253.95 per share for the value of shares received in the Merger.

Unified pays no interest on Required Deposits or Credit Deposits; however, interest is paid at the prime rate for
cash deposits in excess of the Member’s Required Deposit amount.

New Members typically must satisfy their Class B Share requirement entirely through the holding of Class B Shares
by the end of the sixth year of membership. Class B Shares are generally issued to Members as a portion of the
Cooperative Division patronage dividends paid, if such Members do not hold enough Class B Shares to satisfy their
Class B Share requirement. As Class B Shares are issued as part of a Member’'s patronage dividend distribution,
the Member receives credit against its Class B Share requirement based on the issuance value of such Class B
Shares. If at the end of the Company’s second fiscal quarter, after giving effect to the Company’s next estimated
Cooperative Division patronage dividend, the Member does not hold Class B Shares with a combined issuance
value equal to the required amount of Class B Shares, Unified will typically require an additional subordinated
deposit equal to such deficiency which, at Unified’s option, may be paid over a 26-week period. If following the
issuance of Class B Shares as part of the patronage dividend distribution for any given fiscal year after the first
year as a Member, the Member does not hold Class B Shares with a combined issuance value equal to the
required amount of Class B Shares, then additional Class B Shares must be purchased by the Member in an
amount sufficient to achieve the requirement. The additional Class B Shares may be paid for by charging the
Member’s cash deposit account in an amount equal to the issuance value of the additional Class B Shares or by
direct purchase by the Member, which may be paid over 26 weeks. The Board may increase or otherwise change
the Class B Share requirement and payment terms at its discretion.

For the fiscal year ending October 2, 2010, the Board elected to distribute 100% of the Cooperative Division
patronage dividend in cash. No Class B Shares are to be issued as part of the patronage dividend distribution. In
addition, for those Members who otherwise would be required to purchase additional Class B Shares from cash in
their deposit fund, the Board waived such requirement for fiscal 2010 only.

Certain Members, including former shareholders of United and AG, also may elect to satisfy their Class B Share
requirement with respect to stores owned at the time of admission as a Member solely from their patronage
dividend distributions by electing to receive Class B Shares in lieu of 80% of the Cooperative Division qualified cash
patronage dividends the Member otherwise would receive in the future until the Class B Share requirement is
satisfied. In order to be eligible to elect to satisfy their Class B Share requirement solely from patronage dividend
distributions, former shareholders of AG were also required to enter into supply agreements with the Company.
During the build-up of its Class B Share requirement, such Member is not required to provide a Required Deposit
with respect to stores owned at the time of admission as a Member but may be required to provide a
non-subordinated Credit Deposit. Satisfaction of the Class B Share requirement of such Members relating to new
stores or growth in the sales of existing stores may not be satisfied solely from their patronage dividend
distributions, but is subject to the same payment requirements as apply to other Members.

At any given time, the Company’s required cash deposits may be less than otherwise would be required (referred to
as a “deposit fund deficiency”) as a result of Members having been approved to build deposits over time or in
cases where their Required Deposits are waived. Deposit fund deficiencies typically occur when Members do not
maintain sufficient Required Deposits to meet the Class B Share requirement. The Member deposit fund deficiency
was approximately $2.3 million, $0.6 million and $3.6 million at October 2, 2010, October 3, 2009 and
September 27, 2008, respectively. The deposit fund deficiencies consisted of approximately $1.8 million, zero and
$2.6 million at October 2, 2010, October 3, 2009 and September 27, 2008, respectively, of Members that were
approved to build deposit fund requirements over time, and approximately $0.5 million in fiscal 2010, $0.6 million
in fiscal 2009 and $1.0 million in fiscal 2008, respectively, of former United members that elected to assign at
least 80% of the Cooperative Division qualified cash patronage dividends to fulfill deposit fund requirements.
Pursuant to Unified’s merger agreement with United, former United members were not required to provide a
Required Deposit with respect to stores owned at the time of admission as a Member; however, they agreed to
maintain a receivable with the Company for the deficiency. Former AG members were likewise not required to
provide a Required Deposit with respect to stores owned at the time of admission as a Member; however, they
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were not required to maintain a receivable with the Company. As discussed above, former AG members may elect
to satisfy the related Class B Share requirement solely from their patronage dividend distributions.

A reduced investment option is available if certain qualifications are met. The SBI is approximately twice the
amount of the Member’'s average weekly purchases from the Cooperative Division, except for meat and produce,
which are approximately one times the Member’'s average weekly purchases from the Cooperative Division.
Members may apply for a reduced investment requirement, the RBI, which requires Members to pay for their
purchases electronically on the statement due date and demonstrate credit worthiness. The purpose of the RBI is
to encourage Member growth by offering a reduced requirement if the qualifications are met and to provide a cap
on the investment requirement at certain volume levels. The RBI is based on a sliding scale such that additional
purchase volume marginally reduces the requirement as a percentage of purchase volume. Members who do not
apply for the RBI remain on the SBI. However, once a Member has elected the RBI option, it must notify Unified in
writing if it wishes to change its election. Generally, changes can only be made at the time of the second quarter
recalculation of the Class B Share requirement in March. Certain Members, including former shareholders of United
or AG, who are permitted to satisfy their Class B Share requirement only with respect to stores owned at the time
of admission as a Member solely from their patronage dividend distributions, must remain on the RBI and typically
will not be permitted to change their election to the SBI until they have satisfied their Class B Share requirement.

Required Deposits and all subordinated patronage dividend certificates (“Patronage Certificates”) of Members are
contractually subordinated and subject to the prior payment in full of certain senior indebtedness of the Company.
As a condition of becoming a Member, each Member is required to execute a subordination agreement providing for
the subordination of the Member’s Required Deposits and all Patronage Certificates. Generally, the subordination
is such that no payment can be made by the Company with respect to the Required Deposits and Patronage
Certificates in the event of an uncured default by the Company with respect to senior indebtedness, or in the event
of dissolution, liquidation, insolvency or other similar proceedings, until all senior indebtedness has been paid in
full.

If membership status is terminated, upon request, the Company will return to Members the amount of the cash
deposit that is in excess of the Required Deposit amount, less any amounts owed to Unified, provided that the
Member is not in default on any other of its obligations to Unified. In all cases, a return of that portion of the
Member’s cash deposits that consists of Required Deposits will be governed by the applicable subordination
provisions and will be returned only to the extent permitted by the subordination provisions. The Company does not
permit the Member to offset any obligations owing to Unified against the Required Deposit.

Pledge of Shares, Patronage Certificates and Guarantees

The Company requires Members to pledge, as collateral, all Class A, Class B and Class E Shares of the Company,
all other shares and securities issued from time to time to Members by Unified, all deposits and deposit accounts
with Unified and all distributions thereon (including Patronage Certificates) and products and proceeds thereof, to
secure their obligations to Unified and its direct or indirect, present or future subsidiaries. Such security is also
pledged to Unified and such subsidiaries to secure the prohibition against the transfer of their collateral and to
secure Unified’s rights to repurchase any shares of Unified held by them. Upon termination of membership of a
Member or any affiliate of a Member, or default by a Member or any affiliate of a Member of any agreement with
Unified or such subsidiaries, Unified is under no obligation to return any collateral pledged to it or such
subsidiaries, or any proceeds thereof, so long as there are any matured or unmatured, contingent or unliquidated
amounts owed by the Member to, or obligations that remain to be performed by the Member for the benefit of,
Unified or such subsidiaries. The Company does not permit the Member to offset or recoup any obligations owing
to Unified or such subsidiaries or otherwise refuse to pay any amounts owed to Unified or such subsidiaries.
However, Unified and such subsidiaries retain all rights of offset and recoupment and furthermore, the 2008 form
of pledge agreement provides that Unified and such subsidiaries each have the right to offset and recoup any
obligations owed by the Member to any of them.

As part of the credit evaluation process, individual shareholders of corporate Members, including those who
became Members from AG, may be required to guarantee the obligations of the corporate Member, except that
former shareholders of United who were, at the date of the Merger, in compliance with their obligations to United
and its subsidiaries are not required to provide individual guarantees in the absence of financing transactions.
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Tax Matters

Unified is a California corporation operating on a cooperative basis. The Company is subject to federal, state,
franchise and other taxes applicable to corporations, such as sales, excise, real and personal property taxes. The
Company files consolidated annual income tax returns with its subsidiaries.

As a corporation operating on a cooperative basis, the Company is subject to Subchapter T of the Internal Revenue
Code and regulations promulgated thereunder. Under Subchapter T, Unified generally must distribute patronage
dividends to its Members. In order to qualify as a patronage dividend, distributions are made on the basis of the
relative value of the business done with or for Members, under a pre-existing obligation to make such payment, and
with reference to the net earnings from business done with or for the cooperative’s Members. Patronage dividends
are paid in cash or in any form that constitutes a written notice of allocation. A written notice of allocation is
distributed to the Member and provides notice of the amount allocated to the Member by Unified and the portion
thereof which constitutes a patronage dividend.

Under Subchapter T regulations, Unified may deduct for the fiscal year to which they relate the amount of patronage
dividends paid in cash and qualified written notices of allocation or other property (except a nonqualified written
notice of allocation) within 8-1/2 months after the end of the fiscal year to which the patronage dividends relate. A
written notice of allocation will be qualified if Unified pays at least 20% of the patronage dividend in cash, and the
Member consents to take the stated dollar amount of the written notice into income in the year in which it is
received. Members sign a consent form at the time of membership to satisfy the consent requirement. Members
are required to consent to include in their gross income, in the year received, all cash as well as the stated dollar
amount of all qualified written notices of allocation, including the Patronage Certificates and the Exchange Value
Per Share of the Class B Shares distributed to them as part of the qualified written notices of allocation. Class B
Shares distributed as part of the qualified written notices of allocation may also be subject to state income taxes.

Unified is subject to federal income tax and various state taxes on the net earnings of the business with or for
Members that are not distributed as qualified written notices of allocation and on the net earnings derived from
Non-Patronage Business. In fiscal 2002, as part of its equity enhancement plan, the Company issued nonqualified
written notices of allocation in the form of Class B Shares and Patronage Certificates. In fiscal 2005, 2004 and
2003, the Company issued nonqualified written notices of allocation in the form of Class B Shares and Class E
Shares. In fiscal 2006 through 2009, the Company issued qualified and nonqualified written notices of allocation in
the form of Class B Shares and Class E Shares, respectively. For fiscal 2010, the Company will distribute 100% of
the patronage dividend in cash. The Member does not include a nonqualified written notice of allocation, whether in
Class B Shares, Class E Shares or Patronage Certificates, as taxable income in the year of receipt and the
Company is not entitled to an income tax deduction in the year of issuance. When the nonqualified written notice of
allocation is redeemed for cash or property, the Member will have ordinary taxable income and the Company will
have an income tax deduction to the extent that the stated dollar amount of such written notice of allocation
exceeds its basis.

Members are urged to consult their tax advisors with respect to the applicability of U.S. federal income, state or
local tax rules on the ownership and disposition of Class A, B and E Shares and the receipt of Patronage
Certificates with respect to their own tax status.

Availability of SEC Filings

Unified makes available, free of charge, through its website (http://www.unifiedgrocers.com) its Forms 10-K, 10-Q
and 8-K, as well as its registration statements, proxy statements and all amendments to those reports, as soon as
reasonably practicable after those reports are filed electronically with the Securities and Exchange Commission
(“SEC™). A copy of any of the reports filed with the SEC can be obtained from the SEC’s Public Reference Room at
100 F Street, N.E., Washington, D.C. 20549. A copy may also be obtained by calling the SEC at 1-800-SEC-0330.
All reports filed electronically with the SEC are available on the SEC’s website at http://www.sec.gov.
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Item 1A. RISK FACTORS

The risks and uncertainties described below are not the only ones the Company faces. Additional risks and
uncertainties not presently known to the Company or that the Company currently deems immaterial also may impair
the Company’s business operations. If any of the following risks occur, the Company’s business, prospects,
financial condition, operating results and cash flows could be adversely affected in amounts that could be material.

Unified’s management deals with many risks and uncertainties in the normal course of business. Readers should
be aware that the occurrence of the risks, uncertainties and events described in the risk factors below and
elsewhere in this Form 10-K could have an adverse effect on the Company’s business, results of operations and
financial position.

Certain risk factors discussed below contain references to the Financial Accounting Standards Board (“FASB”)
Accounting Standards Codification (“ASC”), which represents the codification of all previously promulgated
accounting literature. See “Recent Accounting Pronouncements” in Item 7, “Management’s Discussion and
Analysis” for further discussion.

The markets in which we operate are highly competitive; characterized by high volume and low profit margins,
customer incentives (including pricing, variety, and delivery) and industry consolidation. The shifting of market
share among competitors is typical of the wholesale food business as competitors attempt to increase sales in
various markets. A significant portion of the Company’s sales are made at low margins. As a result, the Company’s
profit levels may be negatively impacted if it is forced to respond to competitive pressure by reducing prices.

Increased competition has caused the industry to undergo changes as participants seek to lower costs, further
increasing pressure on the industry’s already low profit margins. In addition to price competition, food wholesalers
also compete with regard to quality, variety and availability of products offered, strength of corporate label brands
offered, schedules and reliability of deliveries and the range and quality of services provided.

Continued consolidation in the industry, heightened competition among the Company’s suppliers, new entrants and
trends toward vertical integration could create additional competitive pressures that reduce margins and adversely
affect the Company’s business, financial condition and results of operations.

The Company may experience reduced sales if Members lose market share to fully integrated chain stores,
warehouse stores and supercenters that have gained increased market share. This trend is expected to
continue. These supercenters have benefited from concentrated buying power and low-cost distribution
technology, and have increasingly gained market share at the expense of traditional supermarket operators,
including some independent operators, many of whom are the Company’s customers. The market share of such
alternative format stores is expected to grow in the future, potentially resulting in a loss of sales volume for the
Company. A loss of sales volume could potentially cause patronage dividends to be reduced and/or the Exchange
Value Per Share of the Company’s shares to decrease, thereby reducing the value of the Members’ Class A and
Class B Shares.

We will continue to be subject to the risk of loss of Member and Non-Member customer volume, including the
potential concentration of credit risk. The Company’s operating results are highly dependent upon either
maintaining or growing its distribution volume to its customers. The Company’s largest customer, Smart & Final,
Inc., a Non-Member customer, and the ten largest Member and Non-Member customers constituted approximately
11% and 44%, respectively, of total net sales for the fiscal year ended October 2, 2010. A significant loss in
membership or volume could adversely affect the Company’s operating results. We will continue to be subject to
the risks associated with consolidation within the grocery industry. When independent retailers are acquired by
large chains with self-distribution capacity, are driven from business by larger grocery chains, or become large
enough to develop their own self-distribution system, we will lose distribution volume. Members may also select
other wholesale providers. Reduced volume is normally injurious to profitable operations since fixed costs must be
spread over a lower sales volume if the volume cannot be replaced.

In addition, the Company is exposed to concentrations of credit risk related primarily to trade receivables, notes
receivable, and lease guarantees for certain Members. The Company’s ten customers with the largest accounts
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receivable balances accounted for approximately 41%, 35% and 33% of total accounts receivable at October 2,
2010, October 3, 2009 and September 27, 2008, respectively. These concentrations of credit risk may be affected
by changes in economic or other conditions affecting the western United States, particularly Arizona, California,
Nevada, Oregon and Washington. However, management believes that receivables are well diversified, and the
allowances for doubtful accounts are sufficient to absorb estimated losses. Obligations of Members to the
Company, including lease guarantees, are generally supported by the Company’s right of offset, upon default,
against the Members’ cash deposits, shareholdings and Patronage Certificates, as well as personal guarantees
and reimbursement and indemnification agreements.

The Company may experience reduced sales if Members purchase directly from manufacturers. Increased
industry competitive pressure is causing some of the Company’s Members that can qualify to purchase directly
from manufacturers to increase their level of direct purchases from manufacturers and expand their self-distribution
activities. The Company’s operating results could be adversely affected if a significant reduction in distribution
volume occurred in the future.

We are vulnerable to changes in general economic conditions. The Company is affected by certain economic
factors that are beyond its control, including changes in the overall economic environment. In recent periods, the
Company has experienced significant volatility in the cost of certain commodities, the cost of ingredients for our
manufactured breads and processed fluid milk, and the cost of packaged goods purchased from other
manufacturers. An inflationary economic period could impact the Company’s operating expenses in a variety of
areas, including, but not limited to, employee wages, benefits and workers’ compensation insurance, as well as
energy and fuel costs. A portion of the risk related to wages and benefits is mitigated by bargaining agreements
that contractually determine the amount of inflationary increases. General economic conditions also impact our
pension plan liabilities, as the assets funding or supporting these liabilities are invested in securities that are
subject to interest rate and stock market fluctuations. A portion of the Company’s debt is at floating interest rates
and an inflationary economic cycle typically results in higher interest costs. The Company operates in a highly
competitive marketplace and passing on such cost increases to customers could be difficult. It is also difficult to
predict the effect that possible future purchased or manufactured product cost decreases might have on our
profitability. The effect of deflation in purchased or manufactured product costs would depend on the extent to
which we had to lower selling prices of our products to respond to sales price competition in the market.
Consequently, it is difficult for us to accurately predict the impact that inflation or deflation might have on our
operations. To the extent the Company is unable to mitigate increasing costs, or retain the benefits from decreases
in costs, patronage dividends may be reduced and/or the Exchange Value Per Share of the Company’s shares may
decrease, thereby reducing the value of the Members’ Class A and Class B Shares.

Changes in the economic environment could adversely affect Unified’s customers’ ability to meet certain
obligations to the Company or leave the Company exposed for obligations the Company has guaranteed. Loans to
Members, trade receivables and lease guarantees could be at risk in a sustained economic downturn. The
Company establishes reserves for notes receivable, trade receivables, and lease commitments for which the
customer may be at risk for default. Under certain circumstances, the Company would be required to foreclose on
assets provided as collateral or assume payments for leased locations for which the Company has guaranteed
payment. Although the Company believes its reserves to be adequate, the Company’s operating results could be
adversely affected in the event that actual losses exceed available reserves.

The Company may on occasion hold investments in the common and/or preferred stock of Members and suppliers.
These investments are generally held at cost or the equity method and are periodically evaluated for impairment.
As a result, changes in the economic environment that adversely affect the business of these Members and
suppliers could result in the write-down of these investments. This risk is unique to a cooperative form of business
in that investments are made to support Members’ businesses, and those economic conditions that adversely
affect the Members can also reduce the value of the Company’s investment, and hence the Exchange Value Per
Share of the underlying capital shares. The Company does not currently hold any equity investments in its
Members.

The United States economy and financial markets have declined and experienced volatility due to uncertainties
related to energy prices, availability of credit, difficulties in the banking and financial services sectors, the decline
in the housing market, diminished market liquidity, falling consumer confidence and high unemployment rates. As a
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result, consumers may be more cautious. This may lead to additional reductions in consumer spending, to
consumers trading down to a less expensive mix of products or to consumers trading down to discounters for
grocery and non-food items, all of which may affect the Company’s financial condition and results of operations. We
are unable to predict when the economy will improve. If the economy does not improve, the Company’s business,
results of operations and financial condition may be adversely affected.

Litigation could lead to unexpected losses. During the normal course of carrying out its business, the Company
may become involved in litigation. In the event that management determines that the probability of an adverse
judgment in a pending litigation is likely and that the exposure can be reasonably estimated, appropriate reserves
are recorded at that time pursuant to the FASB’s Accounting Standards Codification (“ASC”) Topic 450
“Contingencies”. The final outcome of any litigation could adversely affect operating results if the actual settlement
amount exceeds established reserves and insurance coverage.

We are subject to environmental laws and regulations. The Company owns and operates various facilities for the
manufacture, warehousing and distribution of products to its customers. Accordingly, the Company is subject to
increasingly stringent federal, state and local laws, regulations and ordinances that (i) govern activities or
operations that may have adverse environmental effects, such as discharges to air and water, as well as handling
and disposal practices for solid and hazardous wastes and (ii) impose liability for the costs of cleaning up, and
certain damages resulting from, sites of past spills, disposals or other releases of hazardous materials. In
particular, under applicable environmental laws, the Company may be responsible for remediation of environmental
conditions and may be subject to associated liabilities (including liabilities resulting from lawsuits brought by
private litigants) relating to its facilities and the land on which the Company facilities are situated, regardless of
whether the Company leases or owns the facilities or land in question and regardless of whether such
environmental conditions were created by it or by a prior owner or tenant. In addition, the Company may be subject
to legislation pending in Congress that if ultimately passed, may require the Company to incur costs to improve
facilities and equipment to reduce emissions in order to comply with regulatory limits or to mitigate the financial
consequences of a “cap and trade” regime. We are unable to predict the ultimate outcome of such legislation;
however, should such legislation require the Company to incur significant expenditures, the Company’s business,
results of operations and financial condition may be adversely affected.

We are exposed to potential product liability claims and potential negative publicity surrounding any assertion
that the Company’s products caused illness or injury. The packaging, marketing and distribution of food products
purchased from others involve an inherent risk of product liability, product recall and adverse publicity. Such
products may contain contaminants that may be inadvertently redistributed by the Company. These contaminants
may result in illness, injury or death if such contaminants are not eliminated. Accordingly, the Company maintains
stringent quality standards on the products it purchases from suppliers, as well as products manufactured by the
Company itself. The Company generally seeks contractual indemnification and insurance coverage from parties
supplying its products and rigorously tests its corporate brands and manufactured products to ensure the
Company’s quality standards are met. Product liability claims in excess of insurance coverage, as well as the
negative publicity surrounding any assertion that the Company’s products caused illness or injury could have a
material adverse effect on its reputation and on the Company’s business, financial condition and results of
operations.

Our insurance reserves may be inadequate if unexpected losses occur. The Company’s insurance subsidiaries
are regulated by the State of California and are subject to the rules and regulations promulgated by the appropriate
regulatory agencies. In addition, the Company is self-insured for workers’ compensation up to $1,000,000 per
incident and maintains appropriate reserves to cover anticipated payments. For policies with inception dates after
September 1, 2008, the coverage amount assumed per incident was increased to $2,000,000. For policies with
inception dates after September 1, 2010, the coverage amount assumed per incident has been decreased to
$462,500. Insurance reserves are recorded based on estimates made by management and validated by third party
actuaries to ensure such estimates are within acceptable ranges. Actuarial estimates are based on detailed
analyses of health care cost trends, mortality rates, claims history, demographics, industry trends and federal and
state law. As a result, the amount of reserve and related expense is significantly affected by the outcome of these
studies. Significant and adverse changes in the experience of claims settlement and other underlying assumptions
could negatively impact operating results.
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We may not have adequate resources to fund our operations. The Company relies primarily upon cash flow from
its operations and Member investments to fund its operating activities. In the event that these sources of cash are
not sufficient to meet the Company’s requirements, additional sources of cash are expected to be obtained from
the Company’s credit facilities to fund its daily operating activities. Our revolving credit agreement, which expires on
October 8, 2015, requires compliance with certain financial covenants, including minimum tangible net worth, fixed
charge coverage ratio and total funded debt to earnings before interest, taxes, depreciation, amortization and
patronage dividends (“EBITDAP”). While the Company is currently in compliance with all required covenants and
expects to remain in compliance, this does not guarantee the Company will remain in compliance in future periods.

As of October 2, 2010, the Company believes it has sufficient cash flow from operations and availability under the
revolving credit agreement to meet operating needs, capital spending requirements and required debt repayments
through October 8, 2015. However, if access to operating cash or to the revolving credit agreement becomes
restricted, the Company may be compelled to seek alternate sources of cash. The Company cannot assure that
alternate sources will provide cash on terms favorable to the Company. Consequently, the inability to access
alternate sources of cash on terms similar to its existing agreement could adversely affect the Company’s
operations.

The value of our benefit plan assets and liabilities is based on estimates and assumptions, which may prove
inaccurate. The Company’s non-union employees participate in a Company sponsored defined benefit pension
plan and Company sponsored postretirement benefit plans. Certain eligible union and non-union employees
participate in separate plans providing payouts for unused sick leave. Officers of the Company also participate in a
Company sponsored Executive Salary Protection Plan (“ESPP”), which provides additional post-termination
retirement income based on each participant’s salary and years of service as an officer of the Company. The
postretirement plans provide medical benefits for retired non-union employees, life insurance benefits for retired
non-union employees for which active non-union employees are no longer eligible, and lump-sum payouts for
unused sick days covering certain eligible union and non-union employees. Liabilities for the ESPP and
postretirement plans are not funded. The Company accounts for these benefit plans in accordance with ASC Topic
715, “Compensation — Retirement Benefits” and ASC Topic 712, “Compensation — Nonretirement Postemployment
Benefits,” which require the Company to make actuarial assumptions that are used to calculate the carrying value
of the related assets, where applicable, and liabilities and the amount of expenses to be recorded in the
Company’s consolidated financial statements. Assumptions include the expected return on plan assets, discount
rates, health care cost trend rate, projected life expectancies of plan participants and anticipated salary increases.
While we believe the underlying assumptions are appropriate, the carrying value of the related assets and liabilities
and the amount of expenses recorded in the consolidated financial statements could differ if other assumptions
are used.

The credit and liquidity crisis in the United States and throughout the global financial system triggered substantial
volatility in the world financial markets and banking system. As a result, the investment portfolios of the Company’s
defined benefit pension plans incurred a significant decline in fair value during fiscal 2008. While the value of the
investment portfolios has stabilized during fiscal 2009 and increased in fiscal 2010, the values of the plans’
individual investments have and will fluctuate in response to changing market conditions, the amount of gains or
losses that will be recognized in subsequent periods, if any, cannot be determined.

Accounting pronouncements may necessitate companies who issue and redeem shares based on book value to
redefine the method used to value their shares. Accounting pronouncements that require adjustments to
shareholders’ equity have the potential to impact companies whose equity securities are issued and redeemed at
book value (“book value companies”) disproportionately more than companies whose share values are market-
based (“publicly traded”). While valuations of publicly traded companies are primarily driven by their income
statement and cash flows, the traded value of the shares of book value companies, however, may be immediately
impacted by adjustments affecting shareholders’ equity upon implementation. Therefore, such pronouncements
may necessitate companies who issue and redeem shares based on book value to redefine the method used to
value their shares. As such, the Company modified its Exchange Value Per Share calculation as of September 30,
2006 to exclude accumulated other comprehensive earnings (loss) from Book Value (see Item 1, “Business—
Capital Shares”), thereby excluding the potentially volatile impact that (1) ASC Topic 715-20, “Compensation—
Retirement Benefits—Defined Benefit Plans—General”’, and (2) changes in unrealized gains and losses, net of
taxes, on available for sale investments would have on shareholders’ equity and Exchange Value Per Share.

23



A system failure or breach of system or network security could delay or interrupt services to our customers or
subject us to significant liability. The Company has implemented security measures such as firewalls, virus
protection, intrusion detection and access controls to address the risk of computer viruses and unauthorized
access. A business continuity plan has been developed focusing on the offsite restoration of computer hardware
and software applications. The Company has developed business resumption plans which include procedures to
ensure the continuation of business operations in response to the risk of damage from energy blackouts, natural
disasters, terrorism, war and telecommunication failures. In addition, change management procedures and quality
assurance controls have been implemented to ensure that new or upgraded business management systems
operate as intended. However, there is still a possibility that a system failure, accident or security breach could
result in a material disruption to the Company’s business. In addition, substantial costs may be incurred to remedy
the damages caused by these disruptions.

Our success depends on our retention of our executive officers, senior management and our ability to hire and
retain additional key personnel. The Company’s success depends on the skills, experience and performance of
its executive officers, senior management and other key personnel. The loss of service of one or more of its
executive officers, senior management or other key employees could have a material adverse effect on the
Company’s business, prospects, financial condition, operating results and cash flows. The Company’s future
success also depends on its continuing ability to attract and retain highly qualified technical, sales and managerial
personnel. Competition for these personnel is intense, and there can be no assurance that the Company can retain
our key employees or that it can attract, assimilate or retain other highly qualified technical, sales and managerial
personnel in the future.

The successful operation of our business depends upon the supply of products, including raw materials, and
marketing relationships from other companies, including those supplying our corporate brand products. The
Company depends upon third parties for supply of products, including corporate brand products, and raw materials.
Any disruption in the services provided by any of these suppliers, or any failure by them to handle current or higher
volumes of activity, could have a material adverse effect on the Company’s business, prospects, financial
condition, operating results and cash flows.

The Company participates in various marketing and promotional programs to increase sales volume and reduce
merchandise costs. Failure to continue these relationships on terms that are acceptable to Unified, or to obtain
adequate marketing relationships, could have a material adverse effect on the Company’s business, prospects,
financial condition, operating results and cash flows.

Increased energy, diesel fuel and gasoline costs could reduce our profitability. The Company’s operations
require and are dependent upon the continued availability of substantial amounts of electricity, diesel fuel and
gasoline to manufacture, store and transport products. The Company’s trucking operations are extensive and
diesel fuel storage capacity represents approximately two weeks average usage. The prices of electricity, diesel
fuel and gasoline fluctuate significantly over time. Given the competitive nature of the grocery industry, we may not
be able to pass on increased costs of production, storage and transportation to our customers. As a result, either
a shortage or significant increase in the cost of electricity, diesel fuel or gasoline could disrupt distribution
activities and negatively impact our business and results of operations.

A strike or work stoppage by employees could disrupt our business. The inability to negotiate acceptable
contracts with the unions could result in a strike or work stoppage and increased operating costs resulting from
higher wages or benefits paid to union members or replacement workers. Such outcome could have a material
negative impact on the Company’s operations and financial results. Approximately 60% of Unified’s employees are
covered by collective bargaining agreements that have various expiration dates ranging through 2015.

If we fail to maintain an effective system of internal controls, we may not be able to detect fraud or report our
financial results accurately, which could harm our business and we could be subject to regulatory
scrutiny. Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, Unified performs an annual evaluation of its
internal controls over financial reporting, and Unified’s independent registered public accounting firm tests and
evaluates the design and operating effectiveness of such controls. In July 2010, Congress passed the Dodd-Frank
Wall Street Reform and Consumer Protection Act (the “Reform Act”), which was subsequently signed into law. The
Reform Act includes a provision that indefinitely exempts companies that qualify as either a non-accelerated filer or
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smaller reporting company from the auditor attestation requirement of Section 404(b) of the Sarbanes-Oxley Act of
2002. For Unified’s fiscal year ending October 2, 2010, and subsequent foreseeable fiscal years, we expect to be
exempt from such requirement. Although the Company believes its internal controls are operating effectively, the
Company cannot guarantee that it will not have any material weaknesses in the future. In addition, any failure to
implement required new or improved controls, or difficulties encountered in their implementation, could harm the
Company’s operating results or cause the Company to fail to meet its reporting obligations.

A loss of our cooperative tax status could increase tax liability. Subchapter T of the Internal Revenue Code sets
forth rules for the tax treatment of cooperatives. As a cooperative, we are allowed to offset patronage income with
patronage dividends that are paid in cash or qualified written notices of allocation. However, we are taxed as a
typical corporation on the remainder of our earnings from our Member business and on earnings from Non-Member
business. If the Company is not entitled to be taxed as a cooperative under Subchapter T, its revenues would be
taxed when earned by the Company and the Members would be taxed when dividends are distributed. The Internal
Revenue Service can challenge the tax status of cooperatives. The Internal Revenue Service has not challenged the
Company’s tax status, and the Company would vigorously defend any such challenge. However, if we were not
entitled to be taxed as a cooperative, taxation at both the Company and the Member level could have a material,
adverse impact on the Company.

Each method used to meet the Class B Share requirement has its own tax consequences. Class B Shares
required to be held by a new Member may be purchased directly at the time of admission as a Member or may be
acquired over the five consecutive fiscal years commencing with the first year after admission as a Member at the
rate of 20% per year. In addition, certain Members, including former shareholders of United Grocers, Inc. or
Associated Grocers, Incorporated, may elect to satisfy their Class B Share requirement only with respect to stores
owned at the time of admission as a Member solely from their patronage dividend distributions. Each of these
purchase alternatives may have tax consequences which are different from those applicable to other purchase
alternatives. Members and prospective Members are urged to consult their tax advisers with respect to the
application of U.S. federal income, state or local tax rules to the purchase method selected.

Members’ Class A, Class B and Class E Shares are subject to risk of loss. Class A and Class B Shares are
purchased and sold at purchase prices equal to the Exchange Value Per Share at the close of the last fiscal year
end prior to the date the shares are purchased or sold. Class E Shares are purchased and sold at a value of $100
per share. If a Member were to sell shares at a price that is less than the price at which the shares were
purchased, a Member may lose all or a portion of their investment in the Class A, Class B or Class E Shares. See
“OFFERING OF CLASS A SHARES, CLASS B SHARES AND CLASS E SHARES—Exchange Value Per Share” in the
Company’s Post-Effective Amendment No. 1 to Registration Statement on Form S-1 filed on January 25, 2010, with
respect to the Company’s offering of Class A Shares, Class B Shares and Class E Shares for further information.

If the Board decides in any year to retain a portion of the Company’s earnings from its non-patronage business, and
not to allocate those earnings to the Exchange Value, the redemption price of Class A Shares or Class B Shares
that are repurchased in the year of such retention and in future years will be reduced. However, in the event of the
sale or liquidation of the Company, the non-allocated earnings will be allocated to the redemption price of Class A
Shares and Class B Shares.

Members are required to purchase stock, and may be required to make cash deposits, in Unified. The lack of
liquidity in these investments may make attracting new Members difficult and may cause existing Members to
withdraw from membership. Members are required to meet specific capital requirements, which include capital
stock ownership and may include required cash deposits. These investments by Members are a principal source of
our capital, and in fiscal 2010, approximately 81% of our net sales were to Members. We compete with other
wholesale suppliers who are not structured as cooperatives and therefore have no investment requirements for
customers. Our requirements to purchase stock or maintain cash deposits may become an obstacle to retaining
existing business and attracting new business. For a discussion of required Member equity investments and
deposits, see Item 1, “Business—Capital Shares—Class B Shares” and Item 1, “Business—Member Equity
Investments.”
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The Company’s by-laws give the Board of Directors complete discretion in the redemption of the stock of
terminated Members and Members with excess stock. Furthermore, required cash deposits are contractually
subordinated and subject to the prior payment in full of certain senior indebtedness of the Company. For a
discussion of the limitations on the redemption of capital stock and the subordination of cash deposits, see
ltem 1, “Business—Capital Shares—Redemption of Capital Shares,” Item 1, “Business—Member Equity
Investments” and Item 1, “Business—~Pledge of Shares, Patronage Certificates and Guarantees.” These limitations
on the obligation of the Company to redeem capital stock or repay the cash deposits of Members may cause
Members to withdraw from membership or potential Members to not become Members.

Severe weather, natural disasters and adverse climate changes may adversely affect the Company’s financial
condition and results of operations. Severe weather conditions, such as hurricanes or tornadoes, or natural
disasters, such as earthquakes or fires, in areas in which the Company has distribution facilities, or in which
customers’ stores are located, or from which the Company obtains products may adversely affect the Company’s
results of operations. Such conditions may cause physical damage to the Company’s properties, closure of one or
more of the Company’s distribution facilities, closure of customers’ stores, lack of an adequate work force in a
market, temporary disruption in the supply of products, disruption in the transport of goods, delays in the delivery
of goods to the Company’s distribution centers or customer stores and a reduction in the availability of products
the Company offers. In addition, adverse climate conditions and adverse weather patterns, such as drought or
flood, that impact growing conditions and the quantity and quality of crops yielded by food producers may adversely
affect the availability or cost of certain products within the grocery supply chain. The Company has developed
extensive business resumption plans to ensure the continued operation in the event of a natural disaster, terrorism
or war. However, there is still the possibility that the plans may not be effective in a timely manner and a significant
disruption to the Company’s business could occur. In addition, while the Company carries insurance to cover
business interruption and damage to buildings and equipment, some of the insurance carries high deductibles. Any
of these factors may disrupt the Company’s business and adversely affect the Company’s financial condition and
results of operations.

Item 1B. UNRESOLVED STAFF COMMENTS
Not applicable.

Item 2. PROPERTIES

The Company’s corporate offices, warehouses and manufacturing facilities as of October 2, 2010 are summarized
as follows:

Approximate Square

Footage
Description Owned Leased
Corporate offices(1) 73,567 285,367
Dry warehouses 2,165,123 1,038,391
Refrigerated warehouses 645,987 408,471
Manufacturing facilities 181,206 —

These properties are located in Arizona, California, Oregon and Washington. The Company considers that its
properties are generally in good condition, are well maintained, and are generally suitable and adequate to carry on
the Company’s business. Certain real and personal property of the Company collateralizes its senior secured notes
to certain insurance companies and pension funds under a note purchase agreement dated September 29, 1999
(as amended, the “Senior Note Agreement”) as amended and restated effective January 6, 2006. See Note 7 of
Notes to Consolidated Financial Statements in Part I, Item 8 “Financial Statements and Supplementary Data” for
additional information.

(1) Includes corporate offices for both Wholesale Distribution and Insurance segments.
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Item 3. LEGAL PROCEEDINGS

The Company is a party to various litigation, claims and disputes, some of which are for substantial amounts,
arising in the ordinary course of business. While the ultimate effect of such actions cannot be predicted with
certainty, the Company believes the outcome of these matters will not result in a material adverse effect on its
financial condition or results of operations.

Item 4. [REMOVED AND RESERVED]

Additional Item. EXECUTIVE OFFICERS OF THE REGISTRANT

Please refer to the information under Part Ill, Item 10, “Directors and Executive Officers of the Registrant” for
information regarding the executive officers of the Registrant.
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Part Il

Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

There is no established public trading market for the Company’s Class A, Class B, Class C or Class E Shares. As of
December 10, 2010, the Company’s Class A Shares (168,000 shares outstanding) were held of record by 480
shareholders, Class B Shares (451,772 shares outstanding) were held of record by 541 shareholders, Class C
Shares were held of record, one share each, by 15 directors of Unified, and the Company’s Class E Shares
(251,808 shares outstanding) were held of record by 738 shareholders.

Company Purchases of Equity Securities

Total Number of Average
Class A Shares  Price Paid

Period Purchased  Per Share
July 4, 2010 - July 31, 2010 —_ —
August 1, 2010 - August 28, 2010 3,150 $290.37
August 29, 2010 - October 2, 2010 — —
Total 3,150 $290.37

The repurchase of Class A Shares, Class B Shares or Class E shares is solely at the discretion of the Board.

Dividends

On October 2, 2008, the Board declared a 4% cash dividend (approximately $0.8 million) on the outstanding Class
E Shares of the Company as of September 27, 2008, which was paid in January 2009. Cash dividends are not
generally paid by the Company and may be declared in unique circumstances solely at the discretion of the Board.
See Note 12 of Notes to Consolidated Financial Statements in Part I, Item 8 “Financial Statements and
Supplementary Data” for additional information.

Performance Graph

The following graph sets forth the five-year cumulative total shareholder return on the Company’s shares as
compared to the cumulative total shareholder return for the same period of the Company’s Peer Group and the S&P
500 Index. The Company’s Peer Group consists of Nash Finch Company, Spartan Stores, Inc. and Supervalu, Inc.
These companies were selected on the basis that the companies, although unlike Unified in that they are not
structured as cooperative organizations, have certain operational characteristics that are similar to Unified. For
example, each of the companies is a full-line distributor of grocery products. While all shares of the companies
included in the Peer Group are publicly traded, the Company’s shares are privately held. The Company exchanges
its Class A Shares and Class B Shares with its Members at Exchange Value Per Share (see Item 1, “Business—
Capital Shares”). The Company’s Class A and Class B Shares are purchased and sold based on the Exchange
Value Per Share of the Company at the close of the last fiscal year end prior to sale or purchase. Accordingly, the
graphical presentation of the cumulative total return of the companies included in the Peer Group reflects the
incremental change in book value of the shares of those companies. In fiscal year 2006, the Company modified the
method used to compute the Exchange Value Per Share to exclude Other Comprehensive Income. In fiscal year
2010, at the Company’s annual meeting of shareholders held on February 23, 2010, the shareholders authorized
the Board, in its sole discretion, to retain a portion of the Company’s annual earnings from its non-patronage
business and not allocate those earnings to the Exchange Value. Additionally, the Company modified its Exchange
Value Per Share computation, effective for fiscal year-end 2010, to also exclude from Book Value non-allocated
retained earnings (loss) and the redemption value of unredeemed shares tendered for redemption, and to exclude
the number of shares tendered for redemption from the outstanding number of Class A and Class B Shares (see
ltem 1, “Business—Capital Shares”). The book value of the members of the peer group have been computed
based on total equity, less other accumulated comprehensive income, divided by the number of outstanding shares
for the years 2006 through 2010.
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The comparison assumes $100 was invested on October 1, 2006 in the shares of the Company, the shares of the
Peer Group and in each of the foregoing indices through October 2, 2010. The historical cost performance on the
following graph is not necessarily indicative of future historical cost performance.

This graph shall not be deemed incorporated by reference by any general statement incorporating by reference this
Annual Report on Form 10-K into any filing under the Securities Act of 1933 or the Securities Exchange Act of
1934, except to the extent that the Company specifically incorporates this information by reference, and shall not
otherwise be deemed filed under such Acts.

Comparison of Five Year* Cumulative Total Return
Among Unified Grocers, Inc., S&P 500 Index and Peer Group
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*  Fiscal years ended, September 30, 2006, September 29, 2007, September 27, 2008, October 3, 2009 and
October 2, 2010.
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Item 6. SELECTED FINANCIAL DATA

The selected financial information below has been compiled from the audited consolidated financial statements of
Unified for the fiscal years ended October 2, 2010, October 3, 2009, September 27, 2008, September 29, 2007
and September 30, 2006. The following selected consolidated financial data should be read in conjunction with the
Company’s consolidated financial statements and the notes thereto (see Part I, Iltem 8, “Financial Statements and
Supplementary Data”) and the information contained in Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” Historical results are not necessarily indicative of future results.

(dollars in thousands, except Exchange Value Per Share)

October 2, October 3, September 27, September 29, September 30,
2010 2009 2008 2007 2006
Fiscal Year Endedf(d) (52 Weeks) (53 Weeks)(b) (52 Weeks)(c) (52 Weeks) (52 Weeks)
Net sales $3,921,059 $4,050,678 $4,104,775 $3,133,441  $2,953,823
Operating income 42,650 51,018 64,432 55,706 59,353
Earnings before patronage dividends
and income taxes 31,139 39,335 48,611 41,866 45,027
Patronage dividends 14,038 16,723 22,059 17,680 20,973
Net earnings 10,978 14,755 17,369 14,406 16,142
Total assets 927,688 915,553 903,282 751,188 717,115
Long-term notes payable 224,926 228,422 254,089 170,010 153,184
Exchange Value Per Share(a) 304.48 290.37 273.97 245.79 222.82

T  The Company’s fiscal year ends on the Saturday nearest September 30.

(@) The Company exchanges its Class A Shares and Class B Shares with its Members at a price that is based on
a formula and is approved by the Board (“Exchange Value Per Share”). Prior to September 30, 2006, the
Company computed the Exchange Value Per Share of the Class A and Class B Shares as Book Value divided
by the number of Class A and Class B Shares outstanding at the end of the fiscal year. Book Value is
computed based on the sum of the fiscal year end balances of Class A and Class B Shares, plus retained
earnings, plus (less) accumulated other comprehensive earnings (loss). Commencing September 30, 2006,
the Company computed its Exchange Value Per Share computation excluding accumulated other
comprehensive earnings (loss) from Book Value. At the Company’s annual meeting of shareholders held on
February 23, 2010, the shareholders authorized the Board, in its sole discretion, to retain a portion of the
Company’s annual earnings from its non-patronage business and not allocate those earnings to the Exchange
Value. Additionally, on February 23, 2010, the Company modified its Exchange Value Per Share computation,
effective for fiscal year-end 2010, to also exclude from Book Value non-allocated retained earnings (loss) and
the redemption value of unredeemed shares tendered for redemption, and to exclude the number of shares
tendered for redemption from the outstanding number of Class A and Class B Shares. Exchange Value Per
Share does not necessarily reflect the amount the net assets the Company could be sold for or the dollar
amount that would be required to replace them.

(b) The fiscal year ended October 3, 2009 had 53 weeks while the other fiscal years presented in Selected
Financial Data had 52 weeks. This additional week resulted in an additional $79.0 million of net sales being
recorded in the fiscal year ending October 3, 2009 compared to the fiscal year ending September 27, 2008.

(c) Results subsequent to the Company’s purchase in early fiscal 2008 of certain assets and assumption of
certain liabilities of Associated Grocers, Incorporated and its subsidiaries (the “Acquisition”) are included in
the results of operations for the full fiscal year ended September 27, 2008. Fiscal years prior to
September 27, 2008 do not reflect the impact of the Acquisition on the Company’s financial statements.

(d) The following items are not included within Selected Financial Data because they are not applicable to the
Company’s operations: income from continuing operations per common share, redeemable preferred stock
(within long-term obligations), and cash dividends per common share.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Forward-Looking Information

This report contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act
of 1995. These statements relate to expectations concerning matters that (a) are not historical facts, (b) predict or
forecast future events or results, or (c) embody assumptions that may prove to have been inaccurate. These
forward-looking statements involve risks, uncertainties and assumptions. When the Company uses words such as
“believes,” “expects,” “anticipates” or similar expressions, the Company is making forward-looking statements.
Although Unified believes that the expectations reflected in such forward-looking statements are reasonable, the
Company cannot give readers any assurance that such expectations will prove correct. The actual results may differ
materially from those anticipated in the forward-looking statements as a result of numerous factors, many of which
are beyond the Company’s control. Important factors that could cause actual results to differ materially from the
Company’s expectations include, but are not limited to, the factors discussed in the sections entitled Item 1A,
“Risk Factors” and “Critical Accounting Policies and Estimates” within “Management’s Discussion and Analysis of
Financial Condition and Results of Operations.” All forward-looking statements attributable to Unified are expressly
qualified in their entirety by the factors that may cause actual results to differ materially from anticipated results.
Readers are cautioned not to place undue reliance on these forward-looking statements, which reflect
management’s opinion only as of the date hereof. The Company undertakes no duty or obligation to revise or
publicly release the results of any revision to these forward-looking statements. Readers should carefully review the
risk factors described in this document as well as in other documents the Company files from time to time with the
Securities and Exchange Commission.

]

COMPANY OVERVIEW

Unified, a California corporation organized in 1922 and incorporated in 1925, is a retailer-owned, grocery wholesale
cooperative serving supermarket, specialty and convenience store operators primarily located in the western United
States and the Pacific Rim. In early fiscal 2008, we purchased certain assets and assumed certain liabilities of
Associated Grocers (“AG”). AG primarily served the Pacific Northwest, Alaska and the Pacific Rim. The Acquisition
has strengthened our presence in those markets. This Acquisition increased sales volume and is expected to allow
Unified to sustain $4 billion in net sales annually, thus providing the independent retailers served by Unified an
increased profile with the vendor community, improved retail market share in the Pacific Northwest and the benefit
of distributing fixed costs and the cost of capital and overhead over a larger sales base. Our customers range in
size from single store operators to regional supermarket chains. We operate our business in two reportable
business segments: (1) Wholesale Distribution and (2) Insurance. All remaining business activities are grouped into
“All Other” (see Note 16 of Notes to Consolidated Financial Statements in Item 8, “Financial Statements and
Supplementary Data”).

We sell a wide variety of products typically found in supermarkets, as well as a variety of specialty products. We
report all product sales in our Wholesale Distribution segment, which represents approximately 99% of our total net
sales. Our customers include our owners (“Members”) and non-owners (“Non-Members”). We also provide support
services to our customers, including insurance, financing, promotional planning, retail technology, equipment
purchasing services and real estate services. Support services, other than insurance and financing, are reported in
our Wholesale Distribution segment. Insurance activities account for approximately 1% of total net sales and are
reported in our Insurance segment, while finance activities are grouped with our All Other business activities. The
availability of specific products and services may vary by geographic region. We have three separate geographical
and marketing regions. The regions are Southern California, Northern California and the Pacific Northwest.
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Sales Highlights and Other Information—Fiscal 2010

Our net sales were $3.921 billion for the fiscal year ended October 2, 2010 (“2010 Period”) as compared to net