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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act:
Yes O No ™

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act:
Yes O No ™

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the repistrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days:

Yes B No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part Il
of this Form 10-K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition
of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):
Large Accelerated Filer O Accelerated Filer Non-Accelerated Filer O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12-b of the Exchange Act). Yes O No M
The aggregate market value of the voting and non-voting common stock of the registrant held by non-affiliates of the registrant based
on the closing price at which such stock was sold as reported by NASDAQ National Market on June 30, 2006 was approximately
$332,639,386. For purposes of this calculation, executive officers, directors and 5% or greater stockholders are deemed to be affiliates
of the registrant.

As of February 26, 2007, the registrant had outstanding 29,858,152 shares of common stock, par value $0.001 per share.
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PART 1.
Item 1.

BUSINESS
Who We Are

Wild Qats Markets, Inc. (“Wild Oats”, “we”, “us” and “our™) is one of the largest natural foods supermarket chains in North
America, As of February 26, 2007, we operated 110 natural foods stores in 24 states and British Columbia, Canada under several
names, including:

»  Wild Qats Marketplace (nationwide)

«  Henry's Farmers Market (southern California)

. Sun Harvest (Texas)

»  Capers Community Market (British Columbia, Canada)

We are dedicated to providing a broad selection of natural, organic and gourmet foods, environmentally friendly household
products and natural vitamins, supplements, herbal and homeopathic remedies, and body care products at competitive prices, in an
inviting and educational store environment that emphasizes customer service. Our broad selection of natural and organic products
appeals to health-conscious shoppers while offering virtually every product category found in a conventional supermarket, including
dry grocery, produce, meat, poultry, seafood, dairy, frozen, prepared foods, bakery, vitamins and supplements, Lealth and body care,
and household items. We believe that industry data stating that the natural products industry currently comprises approximately 5% of
the total grocery industry suggests significant potential for us to continue to expand our customer base.

Natural Products Industry

Retail sales of natural products have grown from $1.9 billion in 1980 to $25.5 billion in 2003, and total sales of natural
products (including natural product retailers, mass market retailers, multi-level marketers and through practitioners, internet and mail
order) reached $51.4 billion in 2003, a 12.2% increase over the prior year (Nafural Foods Merchandiser, June 2006). We believe this
growth reflects a broadening of the natural products consumer base, which is being propelled by several factors, including healthier
eating patterns, increasing concern regarding food purity and safety, and greater environmental awareness. While natural products
generally have higher costs of production and correspondingly higher retail prices, we believe that more of the population now
atiributes added value to natural products and is willing to pay a premium for such products. Despite the increase in natural foods sales
within conventional supermarkets, we believe that conventional supermarkets still lack the concentration on a wide variety of natural
and organic products, and emphasis on service and consumer education that our stores offer.

Operating Strategy

Our objective is to become the grocery store of choice both for natural foeds shoppers and quality-conscious consumers in
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each of our markets by emphasizing the following key elemeats of our operating strategy:

Destination format. Qur stores are one-stop, full-service supermarkets for customers seeking quality natural, organic and
gourmet foods and related products, Our prototype stores range from 27,000 to 34,000 square feet, and offer a wide range of natural
and organic foods products in virtually every product category found in a conventional supermarket,

High product standards. We offer a broad range of products meeting our product standards throughout our merchandise
categories, and emphasize unique products and brands not typically found in conventional supermarkets. We believe our product
standards for natural and organic products are among the highest in the industry and only include products that are free from synthetic
additives including artificial preservatives, colors or flavors, hydrogenated oils, antibiotic and growth hormone-free meats, cruelty-free
bodycare products and sustainable seafood. We also routinely conduct quality assurance checks of our corporate branded
manufacturers’ facilities to verify compliance with our standards. Each of our stores tailors its product mix to meet the preference of
its local market, and where cost of goods and distribution logistics allow, we source produce and other items from local growers and
vendors.
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