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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934.

For the quarterly period ended March 28, 2008

or

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934.

For the transition period from ____________ to ____________.

COMMISSION FILE NUMBER 001-31257

ADVANCED MEDICAL OPTICS, INC.
(Exact name of registrant as specified in its charter)
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DELAWARE 33-0986820
(State or other jurisdiction

of incorporation or organization)
(I.R.S. Employer

Identification No.)

1700 E. St. Andrew Place

Santa Ana, California 92705
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code 714/247-8200

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 registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer,� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer  x Accelerated Filer  ¨
Non-Accelerated Filer  ¨    (Do not check if a smaller reporting company) Smaller reporting company  ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

As of May 5, 2008, there were 60,819,730 shares of common stock outstanding.
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PART I � FINANCIAL INFORMATION

Item 1. Financial Statements

Advanced Medical Optics, Inc.

Unaudited Consolidated Statements of Operations

(In thousands, except per share data)

Three Months Ended
March 28,

2008
March 30,

2007
Net sales $ 303,736 $ 251,673
Cost of sales 115,603 94,167

Gross profit 188,133 157,506
Selling, general and administrative 126,923 109,518
Research and development 19,906 19,164
In-process research and development �  1,580
Restructuring charges (Note 2) 11,936 �  

Operating income 29,368 27,244

Non-operating expense:
Interest expense 20,212 6,164
Unrealized loss on derivative instruments 2,081 383
Gain on sale of investment (3,318) �  
Other, net (785) 1,216

18,190 7,763

Earnings before income taxes 11,178 19,481
Provision for income taxes 4,248 7,372

Net earnings $ 6,930 $ 12,109

Net earnings per share:
Basic $ 0.11 $ 0.20
Diluted $ 0.11 $ 0.20

Weighted average number of shares outstanding:
Basic 60,503 59,399
Diluted 62,196 61,044

See accompanying notes to unaudited consolidated financial statements.
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Advanced Medical Optics, Inc.

Unaudited Consolidated Balance Sheets

(In thousands, except share data)

March 28,
2008

December 31,
2007

ASSETS
Current assets:
Cash and equivalents $ 31,952 $ 34,525
Trade receivables, net 275,145 250,018
Inventories 174,236 160,267
Deferred income taxes 42,722 42,227
Income tax receivable 10,413 10,569
Other current assets 21,777 25,505

Total current assets 556,245 523,111
Property, plant and equipment, net 189,031 177,675
Deferred income taxes 14,764 14,111
Other assets 94,207 94,949
Intangible assets, net 641,516 649,369
Goodwill 1,315,570 1,289,121

Total assets $ 2,811,333 $ 2,748,336

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Current portion of long-term debt and short-term borrowings $ 76,200 $ 64,500
Accounts payable 90,010 88,432
Accrued compensation 45,871 54,410
Other accrued expenses 124,787 128,833
Deferred income taxes 6,500 6,419

Total current liabilities 343,368 342,594
Long-term debt 1,543,230 1,543,230
Deferred income taxes 201,102 198,333
Other liabilities 67,547 65,443
Commitments and contingencies
Stockholders� equity:
Preferred stock, $.01 par value; 5,000,000 shares authorized; none issued �  �  
Common stock, $.01 par value; 240,000,000 shares authorized; 60,782,205 and 60,647,394 shares issued 608 606
Additional paid-in capital 1,458,610 1,451,961
Accumulated deficit (916,539) (923,469)
Accumulated other comprehensive income 113,547 69,726
Treasury stock, at cost (5,168 shares and 3,186 shares) (140) (88)

Total stockholders� equity 656,086 598,736

Total liabilities and stockholders� equity $ 2,811,333 $ 2,748,336

See accompanying notes to unaudited consolidated financial statements.
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Advanced Medical Optics, Inc.

Unaudited Consolidated Statements of Cash Flows

(In thousands)

Three Months Ended
March 28,

2008
March 30,

2007
Cash flows from operating activities:
Net earnings $ 6,930 $ 12,109
Adjustments to reconcile net earnings to net cash provided by operating activities:
Amortization of debt issuance costs 1,400 975
Depreciation and amortization 28,022 17,116
In-process research and development �  1,580
(Gain) loss on investment and assets, net (3,103) 375
Deferred income taxes (1,747) (1,474)
Unrealized loss on derivatives 2,081 383
Share-based compensation 5,222 4,746
Changes in assets and liabilities (net of effect of business acquired):
Trade receivables, net (14,097) 19,741
Inventories (9,214) 1,680
Other current assets 3,756 4,761
Accounts payable (2,830) (7,703)
Accrued expenses and other liabilities (15,743) (27,284)
Income taxes 999 3,123
Other non-current assets and liabilities 722 (5,312)

Net cash provided by operating activities 2,398 24,816

Cash flows from investing activities:
Acquisition of businesses, net of cash acquired �  (13,540)
Additions to property, plant and equipment (8,963) (7,188)
Proceeds from sale of property, plant and equipment 164 21
Proceeds from sale of investment 3,318 �  
Additions to capitalized internal-use software (300) (915)
Additions to demonstration and bundled equipment (4,180) (1,942)

Net cash used in investing activities (9,961) (23,564)

Cash flows from financing activities:
Short-term borrowings, net 11,700 �  
Financing-related cost (123) �  
Proceeds from issuance of common stock 1,429 5,989
Purchase of treasury stock (52) �  
Excess tax benefits from share-based compensation �  1,082

Net cash provided by financing activities 12,954 7,071

Effect of exchange rates on cash and equivalents (7,964) 1,054

Net (decrease) increase in cash and equivalents (2,573) 9,377
Cash and equivalents at beginning of period 34,525 34,522
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Cash and equivalents at end of period $ 31,952 $ 43,899

See accompanying notes to unaudited consolidated financial statements.
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Advanced Medical Optics, Inc.

Notes to Unaudited Consolidated Financial Statements

Note 1: Basis of Presentation

In the opinion of management, the accompanying unaudited consolidated financial statements contain all adjustments necessary (consisting only
of normal, recurring adjustments) for a fair statement of the financial information contained therein. These statements do not include all
disclosures required by accounting principles generally accepted in the United States of America for annual financial statements and should be
read in conjunction with the audited consolidated financial statements of Advanced Medical Optics, Inc. (the �Company� or �AMO�) for the year
ended December 31, 2007. The Company�s fiscal periods end on the last Friday of each calendar month and the fiscal year ends on December 31.
The results of operations for the three months ended March 28, 2008 (January 1, 2008 through March 28, 2008) are not necessarily indicative of
the results to be expected for the year ending December 31, 2008.

All material intercompany transactions and balances have been eliminated.

Reclassification

Certain prior period amounts have been reclassified to conform to current period presentation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (�GAAP�)
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements, the reported amounts of revenues and expenses during the reporting period, and
related disclosures. Actual results could differ materially from those estimates.

Recently Adopted and Issued Accounting Standards

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157 �Fair Value Measurements� (�SFAS No. 157�). SFAS
No. 157 defines fair value, establishes a framework for measuring fair value within generally accepted accounting principles, and expands
disclosure requirements regarding fair value measurements. Although SFAS No. 157 does not require any new fair value measurements, its
application may, in certain instances, change current practice. Where applicable, SFAS No. 157 simplifies and codifies fair value related
guidance previously issued within GAAP. The Company has adopted FASB Staff Position 157-2 �Effective Date of FASB Statement No. 157�
(�FSP 157-2�), issued February 2008, and as a result the Company has applied the provisions of SFAS No. 157 that are applicable as of January 1,
2008, which had no material effect on its consolidated financial statements. FSP 157-2 delays the effective date of SFAS No. 157 for certain
non-financial assets and non-financial liabilities until January 1, 2009. See Note 5 for the interim disclosures required by SFAS No. 157.

In February 2007, the FASB issued SFAS No. 159, �The Fair Value Option for Financial Assets and Financial Liabilities�Including an amendment
of FASB Statement No. 115� (�SFAS No. 159�). SFAS No. 159 permits entities to choose to measure many financial instruments and certain other
items at fair value. The Company adopted SFAS No. 159 on January 1, 2008, which did not have an impact on the consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 141(R), �Business Combinations� (�SFAS No. 141R�), and SFAS No. 160, �Accounting and
Reporting of Noncontrolling Interest in Consolidated Financial Statements, an amendment of ARB No. 51� (�SFAS No. 160�). These new
standards will significantly change the financial accounting and reporting of business combination transactions and noncontrolling (or minority)
interests in consolidated financial statements. The Company will be required to adopt SFAS No. 141R and SFAS No. 160 on or after
December 15, 2008. The Company has not yet determined the effect, if any, that the adoption of SFAS No. 141R and SFAS No. 160 will have
on its consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161, �Disclosures about Derivative Instruments and Hedging Activities� (�SFAS No. 161�). SFAS No.
161 is intended to improve financial reporting of derivative instruments and hedging activities by requiring enhanced disclosures to enable
investors to better understand their effects on an entity�s financial position, financial performance, and cash flows. SFAS No. 161 is effective for
the Company January 1, 2009. The Company is evaluating the impact of this new standard but currently does not anticipate a material impact on
its financial statements as a result of the implementation of SFAS No. 161.
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Note 2: Restructuring Plan

After its acquisition of IntraLase in the second quarter of 2007, the Company continued femtosecond laser manufacturing operations in Irvine,
California (the �Irvine Plant�). As part of the overall integration of IntraLase, on December 13, 2007, AMO management committed to a plan to
relocate the femtosecond laser manufacturing operations from the Irvine Plant to its excimer laser and phacoemulsification manufacturing
facility in Milpitas, California (the �Milpitas Plant�), in order to consolidate equipment manufacturing in one location and to maximize
opportunities to leverage core strengths. Also included was the movement of the assembly of IntraLase disposable patient interfaces from the
Irvine Plant to AMO�s facility in Puerto Rico in order to obtain additional synergies.

As a continuation of AMO�s commitment to further enhance its global competitiveness, operating leverage and cash flow, the Board of Directors
of AMO on February 12, 2008 approved an additional plan to reduce the Company�s fixed costs. The additional plan includes a net workforce
reduction of approximately 150 positions, or about 4% of the Company�s global workforce. In addition, AMO plans to consolidate certain
operations, including the relocation of all remaining activities at the Irvine Plant, to improve its overall facility utilization.
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These plans include workforce reductions and transfers, outplacement assistance, relocation of certain employees, facilities-related costs, and
accelerated amortization of certain long-lived assets and termination of redundant supplier contracts. These plans will also result in start-up costs
such as expenses for moving, incremental travel, recruiting and duplicate personnel associated with hiring staff during ramp-up, as well as
incremental costs associated with capacity underutilization of the Milpitas Plant during the ramp-up period.

AMO expects to complete these activities in 2008 and estimates the total pre-tax charges resulting from these plans to be in the range of $36
million to $43 million, substantially all of which are expected to be cash expenditures. The Company incurred severance and retention bonus
charges of $0.4 million under the plan in 2007. An estimated breakdown of the total charges is as follows:

Severance, retention bonuses, employee relocation and other one-time termination benefits $20 million -$24 million
Facilities related and other costs $10 million -$13 million
Termination of redundant supplier contracts and relocation of equipment and inventory $2 million
Incremental costs for transition and start-up activities at the Milpitas Plant $4 million
Activities in the restructuring charges accrual balances during the three months ended March 28, 2008 were as follows (in thousands):

Restructuring Charges:

Balance at
December 31,

2007
Costs

Incurred
Cash

Payments
Non-Cash

Adjustments

Balance at
March 28,

2008
Severance, retention bonuses, employee relocation and other
one-time termination benefits $ 0.4 $ 11.3 $ (4.3) $ �  $ 7.4
Facilities related and other costs �  0.6 �  �  0.6

$ 0.4 $ 11.9 $ (4.3) $ �  $ 8.0

Note 3: Composition of Certain Financial Statement Captions

Inventories:

(In thousands)
March 28,

2008
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