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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

x Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the Fiscal Year Ended December 31, 2007

or

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File No. 001-31257
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Delaware 33-0986820
(State of Incorporation) (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: (714) 247-8200

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which each class registered
Common Stock, $0.01 par value

Preferred Stock Purchase Rights

New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

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

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of the Exchange Act.    Yes  ¨
    No  x

Note: Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15 (d) of the Exchange Act from
their obligations under those Sections.

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  ¨
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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 III of this Form
10-K or any amendment to this Form 10-K.    ¨

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

The aggregate market value of the registrant�s voting and non-voting common equity held by non-affiliates is approximately $990 million based
upon the closing price on the New York Stock Exchange as of June 29, 2007.

Common Stock outstanding as of January 31, 2008: 60,691,764 shares (including 3,186 shares held in treasury).

DOCUMENTS INCORPORATED BY REFERENCE

Part III incorporates certain information by reference from the registrant�s proxy statement for the 2008 annual meeting of stockholders, which
proxy statement will be filed no later than 120 days after the close of the registrant�s fiscal year ended December 31, 2007.
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PART I

Item 1. Business
AMO was incorporated in Delaware in October 2001 as a subsidiary of Allergan, Inc. (Allergan). Allergan spun-off our company to its
stockholders by way of a distribution of all of our shares of common stock on June 29, 2002. As a result of our spin-off from Allergan, we are an
independent public company, and Allergan has no continuing stock ownership in us. Unless the context requires otherwise, references to �AMO,�
the �Company,� �we,� �us� or �our� refer to Allergan�s optical medical device business for the periods prior to June 29, 2002 and to Advanced Medical
Optics, Inc. and its subsidiaries for the periods on or after such date.

Overview

We are a global leader in the development, manufacture and marketing of medical devices for the eye. We have three major product lines:
cataract / implant, laser vision correction, and eye care. In the cataract / implant market, we focus on the four key products required for cataract
surgery � foldable intraocular lenses, or IOLs, implantation systems, phacoemulsification systems and viscoelastics. In the laser vision correction
market, we market excimer and femtosecond laser systems, related treatment cards and disposable patient interfaces, and diagnostic devices. Our
eye care product line provides a full range of contact lens care products for use with most types of contact lenses. These products include
single-bottle, multi-purpose cleaning and disinfecting solutions, hydrogen peroxide-based disinfecting solutions, daily cleaners, enzymatic
cleaners and contact lens rewetting drops. In 2008, we are also introducing eye drops designed to treat the symptoms of dry eye. Our products
are sold in approximately 60 countries and we have direct operations in over 20 countries.

In June 2004, we completed our acquisition of Pfizer Inc.�s surgical ophthalmic business, which expanded our viscoelastic and IOL product
offerings, allowing us to offer a more comprehensive portfolio of products required to perform cataract surgery. We acquired the Healon family
of viscoelastic products and the Tecnis IOL brand. The addition of the Healon family, one of the leading viscoelastic brands, significantly
expanded our viscoelastic product line. The Tecnis IOL brand further strengthened our position in the ophthalmic surgery market with the Tecnis
Multifocal IOL brand further expanding our refractive IOL portfolio. We also acquired the Baerveldt glaucoma shunt, or drainage device, which
provided an entry for us into the glaucoma market.

In May 2005, we acquired VISX, Incorporated (VISX). As a result of the VISX acquisition, we are a leader in the design and development of
proprietary technologies and systems for laser vision correction of refractive vision disorders. Our products include the VISX STAR Excimer
Laser System, which is a fully integrated ophthalmic medical device incorporating an excimer laser and a computer driven workstation; the VISX
WaveScan System, which is a diagnostic device that uses laser beam technology to measure comprehensive refractive errors of the eye and
derive comprehensive refractive information about a patient�s individual optical system; and VISX treatment cards, which provide the user with
specific access to proprietary software and are required to operate the VISX STAR Excimer Laser System.

In April 2007, we acquired IntraLase Corp. (IntraLase), a designer, developer and manufacturer of an ultra-fast laser for refractive and corneal
surgery that creates precise corneal incisions for laser vision correction in the first step of laser assisted in-situ keratomileusis, or LASIK
surgery. Our products include the IntraLase FS femtosecond laser system and per procedure fees (inclusive of a disposable patient interface) for
each eye treated.

Industry

Vision and Vision Impairment.

� How Vision Works. Vision is enabled by the cornea and the lens, which work together to focus light on the retina. The iris regulates
the amount of light that passes through the cornea onto the retina, providing for optimal vision in different lighting conditions. The
retina contains light-sensitive receptors that transmit the image through the optic nerve to the brain.

� Cataracts. Cataracts are an irreversible progressive ophthalmic condition in which the eye�s natural lens loses its usual transparency
and becomes clouded and opaque. This clouding obstructs the passage of light to the retina and can eventually lead to blindness.
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� Refractive Disorders. Refractive disorders, such as myopia, hyperopia, astigmatism and presbyopia, occur when the lens system is
unable to properly focus images on the retina. For example, with myopia (nearsightedness), light rays focus in front of the retina
because the curvature of the cornea is too steep for the length of the eye. With hyperopia (farsightedness), light rays focus behind the
retina because the curvature of the cornea is too flat for the length of the eye. Astigmatism makes it difficult for a person to focus on
any object because the otherwise uniform curvature of the cornea or lens is not symmetrical across the surface. Presbyopia is the
progressive loss of flexibility of the lens and its ability to change shape to focus from far to near objects, and is presumably caused by
aging of the eye�s lens.

Ophthalmic Surgical Products Market. Ophthalmic surgical products generally are designed to correct impaired vision through minimally
invasive surgical procedures. As the eye ages, the prevalence of cataracts and refractive disorders generally increases. We believe that an aging
population, introduction of new technologies and increasing market acceptance present opportunities for growth in the ophthalmic surgical
market.

Cataract Treatment. The largest segment of the ophthalmic surgical products market is the treatment of cataracts. Cataract extraction followed
by IOL implantation is one of the most common surgical procedures performed in the United States and most other developed nations. As
estimated by MarketScope, approximately 3 million cataract procedures were performed in the United States and over 14.6 million cataract
procedures were performed worldwide in 2007. MarketScope estimates that the global cataract surgery market, which includes sales of IOLs,
phacoemulsification equipment, viscoelastics and other related products, was approximately $3.7 billion in 2007 and is projected to grow at a
compound annual growth rate of approximately 7% from 2007 to 2012. The data in this report attributed to MarketScope is used with the
permission of MarketScope.

During cataract surgery, patients are often treated using phacoemulsification, a process that uses ultrasound waves to break the natural lens into
tiny fragments that can be removed from the eye. Viscoelastics are used during cataract surgery to protect the inner layer of the cornea, manage
intraocular tissues and maintain space in the anterior chamber of the eye and the capsular bag (which houses the lens), allowing the eye to
maintain its shape. IOLs replace the natural, clouded lens.

The following table sets forth the estimated revenues for each component of the global cataract surgery market in its various components for the
year 2007 according to MarketScope (in millions):

IOLs $ 1,615
Viscoelastics 529
Phacoemulsification machines and accessories 700
Other 885

Total $ 3,729

Refractive Vision Correction. Another segment of the ophthalmic surgical market is the surgical treatment of refractive disorders.

LASIK. The most common refractive surgery procedure is laser surgery, and the most common surgical technique for treating refractive
disorders is LASIK. LASIK involves the creation of a thin corneal flap, which is then gently retracted to expose the underlying tissue, which is
treated using an excimer laser to achieve vision correction. The corneal flap is created with either a mechanical blade microkeratome, or with the
more advanced femtosecond laser. The mechanical microkeratome uses a mechanically driven blade at a certain depth to create the flap. The
femtosecond laser creates the flap using a computer controlled precision laser.

As a result of the VISX and IntraLase acquisitions, we are a leader in the design and development of proprietary technologies and systems for
laser vision correction of refractive vision disorders. Laser vision correction eliminates or reduces reliance on eyeglasses or contact lenses. It
employs a computerized laser that ablates, or removes, sub-micron layers of tissue from the cornea, reshaping the eye and thereby improving
vision.

Standard LASIK was introduced in the mid 1990�s. In performing standard LASIK, an ophthalmologist conducts a traditional eye examination to
determine the prescription required to correct the patient�s vision. The prescription is then programmed into the laser system, which calculates the
ablation needed to make a precise corneal correction to treat nearsightedness, farsightedness, and astigmatism. Unlike custom LASIK, discussed
below, standard LASIK cannot identify higher order aberrations, which are additional imperfections in the optical system.
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The most advanced method of performing laser vision correction is custom LASIK. Custom LASIK employs a diagnostic evaluation of the eye
that measures refractive errors in the patient�s vision more precisely than previously available technology. The diagnostic device obtains
comprehensive information about the imperfections, or refractive errors, of each patient�s vision. Refractive errors are displayed by the diagnostic
device in the form of an aberration map that offers a unique pattern for each patient�s eye, similar to a fingerprint. The map displays information
about refractive errors that result in nearsightedness, farsightedness, and astigmatism, as well as information about higher order aberrations that
were not previously measurable by any other instrument. The information from the diagnostic device is used to generate a personalized
treatment plan that is digitally transferred to the laser system. The ablation derived from this information is therefore customized to the
individual�s eye.

Laser vision correction can also be performed by photorefractive keratectomy (PRK). PRK does not require the use of a microkeratome, and the
epithelial layer (or outer layer) of the cornea is removed before ablation. Patients may experience discomfort for approximately 24 hours and
blurred vision for approximately 48 to 72 hours after the procedure. Drops to alleviate discomfort may be prescribed. Although most patients
experience significant improvement in uncorrected vision (vision without the aid of eyeglasses or contact lenses) within a few days of the
procedure, unlike LASIK it generally takes several months for the final correction to stabilize and for the full benefit of the procedure to be
realized.

IOLs. Surgical implantation of IOLs also may be used to treat patients with refractive disorders. Phakic IOLs can be implanted in front or in
back of the iris and work in conjunction with the patient�s natural lens to treat refractive disorders. Multifocal IOLs, which replace the natural
lens, address near, intermediate and distance vision and are approved for non-cataract procedures outside of the United States. Other procedures,
such as replacing the patient�s natural lens with an accommodating IOL for refractive vision correction, are also being developed.

Eye Care Market. As the use of contact lenses has increased the demand for disinfecting solutions and contact lens rewetting drops has
increased. We believe that the contact lens market growth is driven by technological advancements in lens materials and designs and
demographic growth in younger wearers. In response to increasing popularity of more frequently replaceable lenses and consumer interest in
more convenient lens care regimens, we believe the contact lens care market continues to evolve towards greater use of single-bottle,
multi-purpose solutions and away from hydrogen peroxide-based solutions. This evolution has had an unfavorable impact on the global
hydrogen peroxide-based solutions market, which is concentrated in Japan and parts of Europe.

Overall, we believe that demographic trends, new lens materials and specialty lenses are fueling global increases in the number of contact lens
wearers, especially in China and other Asia Pacific countries. We believe that this is contributing to overall growth in multi-purpose
solutions. The exception to this positive dynamic is in Japan, where a higher than average percent of the market has moved to daily disposable
contact lenses that use cleaning solutions only occasionally or not at all.

Finally, the eye care market includes artificial tear and contact lens rewetter products designed to relieve dryness associated with contact lens
wear, environmental conditions and dry eye disease. We believe the global market for artificial tear products exceeds $500 million per year.

Our Products

Cataract / Implant Business

Cataract Surgery

We focus on the four key devices for the cataract surgery market:

� Foldable IOLs � Foldable IOLs are artificial lenses used to replace the human lens.

� Implantation systems � Implantation systems are designed and used specifically to implant IOLs during cataract surgery.

� Phacoemulsification systems � Phacoemulsification systems use ultrasound during small incision cataract surgery to break apart and
remove the cloudy human lens prior to its replacement with an IOL.
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eye during IOL insertion.
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Intraocular Lenses. As a leading provider of IOLs, we offer surgeons a choice of high quality, innovative foldable IOLs in both acrylic and
silicone materials, together with our proprietary implantation systems, for use in minimally invasive cataract surgical procedures. We offer a
selection of IOLs in both monofocal and multifocal designs. Sales of our IOLs represented approximately 29% of our net sales in 2007 and
2006, respectively, and 28% of our net sales in 2005. Our IOLs primarily include:

Monofocal Lenses

� Tecnis � a family of foldable IOLs with an aspheric surface. The Tecnis lens is the first and the only IOL to receive FDA approval for
claims of improved functional vision, which results in quicker recognition of objects in lower-light conditions. The Tecnis lens was the
first aspheric lens designated as a �new technology intraocular lens� by the U.S. Center for Medicare and Medicaid Services
(CMS). With this designation, ambulatory surgery centers can receive $50 in additional reimbursement when implanting the Tecnis
IOL. The three-piece Tecnis lens is available globally in acrylic and silicone. The new Tecnis 1-piece IOL combines the Tecnis
aspheric optic with proprietary advances in 1-piece IOL design and is available in the U.S. and Europe in an acrylic material.

� Sensar � an acrylic monofocal IOL, with the patented OptiEdge design, intended to reduce post-surgical posterior capsular
opacification, in order to lessen the need for subsequent corrective laser procedures, and to reduce the potential for unwanted glare and
reflections following implantation.

� ClariFlex � a silicone monofocal IOL, also with the OptiEdge design.
Multifocal and Refractive Lenses

� ReZoom � an acrylic multifocal IOL with optical zones that provide near, intermediate and distance vision, reducing that patient�s
dependence on eyeglasses. This lens received approval from CMS to allow patients in the U.S. to pay the difference between the $150
reimbursement rate for IOLs and the amount that is charged. The ReZoom IOL is also approved in Europe for the treatment of
presbyopia.

� Tecnis Multifocal � a multifocal IOL, available in both silicone and acrylic, with a diffractive, aspheric lens surface is
approved in Europe, Latin America and Asia Pacific for treatment of presbyopia.

� Verisyse � a phakic IOL that works in conjunction with the human lens to treat high myopia.

� VeriFlex � a foldable version of the Verisyse; a phakic IOL that works in conjunction with the human lens to treat high myopia,
currently available outside of the U.S.

Implantation Systems. As a companion to our foldable IOLs, we market insertion systems for each of our foldable IOL models. The Unfolder,
our proprietary series of implantation systems, which includes the Emerald, Emerald AR and SilverT implantation systems, is used for insertion
of our foldable IOLs. These systems assist the surgeon in achieving controlled release of the intraocular lens into the capsular bag through a
small incision in the eye.

Phacoemulsification Systems. We are a leading provider of phacoemulsification systems, and have a range of systems to meet market needs.
Phacoemulsification systems use disposable or reusable packs that are necessary to operate the equipment. The majority of our
phacoemulsification product sales are from sales of these packs and related accessories.

We currently market the following phacoemulsification systems:
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� WhiteStar Signature � the WhiteStar Signature system is our premium system and our newest to the market, launched in 2007. The
WhiteStar Signature system combines the proven performance of proprietary WhiteStar technology, which creates less heat and
turbulence in the ocular environment, with the safety of advanced Fusion fluidics to optimize patient outcomes.

� Sovereign Compact � is a mid-sized phacoemulsification system designed to meet surgeons� needs for an advanced phacoemulsification
system, with the similar functionality of the WhiteStar Signature system, in a smaller, more portable size. The Sovereign Compact
system is also available with Occlusion Mode, our proprietary fluidics system, and WhiteStar technology.
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� Diplomax II � is a small-sized phacoemulsification system designed for surgeons who need a less expensive and more portable
machine. These systems do not include WhiteStar technology, but do employ Occlusion Mode technology.

Viscoelastics. We are a leading provider of viscoelastic products with the Healon family of viscoelastics. The different characteristics associated
with each Healon product, Healon, Healon GV and Healon5, provide surgeons with a range of viscoelastic choices that combine the familiarity
of the Healon line with advanced technologies to satisfy different surgical needs. Healon was the first viscoelastic introduced into the
ophthalmic surgical product market and is known for its purity and ease of use. Healon GV is of a greater viscosity than the original Healon
solution. Healon5 is the first viscoadaptive agent to exhibit properties of both cohesive and dispersive viscoelastics and has the highest
viscosity. Sales of our viscoelastic products represented approximately 11%, 12% and 14% of our net sales in 2007, 2006 and 2005,
respectively.

Other Cataract Surgical Related Products. In addition to our IOLs, phacoemulsification equipment and viscoelastics, we also provide several
ancillary products related to the cataract surgery market, including:

� Irrigating Solutions. We offer irrigating solutions for use in cataract surgery to help maintain space in the eye and to aid in removing
residual tissue during phacoemulsification. Irrigating solutions are balanced saline solutions that are compatible with the natural fluid
of the anterior segment of the eye.

� Custom Eye Trays. We work with partners in our local markets to offer custom eye trays to our customers. These custom eye trays
typically consist of all of the ancillary items that a surgeon needs to use in a single cataract surgery, such as surgical knives, drapes,
gloves and gowns. Our partners typically handle assembly, distribution and billing for the product and in most cases we receive a fee
per tray from our partners.

� Capsular Tension Rings. We also sell capsular tension rings, which are inserted into the capsular bag during cataract surgery and
function to stabilize the capsular bag during placement of an IOL.

Other Surgical Products

Glaucoma Implant. The Baerveldt glaucoma implant is indicated for use in patients with medically uncontrollable glaucoma and a poor surgical
prognosis due to severe preexisting conditions. This can include: neovascular glaucoma, aphakic/pseudophakic glaucoma, failed conventional
surgery, congenital glaucoma, and secondary glaucoma due to uveitis or epithelial down growth. Baerveldt glaucoma implants are available in
three models, all of which feature a larger surface area plate than competing single-quadrant devices.

Laser Vision Correction Business

Our laser vision correction products include the following:

� IntraLase FS Laser System � The IntraLase FS laser system is an ultra-fast femtosecond laser used to create the flap of corneal tissue
before LASIK treatment with an excimer laser. The femtosecond laser creates the flap by focusing its beam of light below the surface
of the corneal tissue, creating a precise cut. A per procedure fee, inclusive of a disposable patient interface, is charged for each eye
treated with the IntraLase FS laser. The IntraLase system is also approved for IntraLase Enabled Keratoplasty (IEK) for corneal
transplants.

� VISX STAR Excimer Laser � The VISX STAR system is a fully integrated ophthalmic medical device incorporating an excimer laser and
a computer-driven workstation. This laser is used to reshape the cornea to correct refractive errors, both for standard LASIK and
custom LASIK, or our CustomVue procedure (described below), as well as PRK and other specialized procedures. Our Iris
Registration technology, included in the VISX STAR IR system, is the first fully automated method of aligning custom LASIK
treatments with the patient�s eye to adjust for rotational eye movement.
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� VISX WaveScan System � The WaveScan System is a diagnostic device that uses laser beam technology to measure comprehensive
refractive errors of the eye and uses complex mathematical algorithms to derive comprehensive refractive information about the
patient�s individual optical system. This information is then used to create a personalized treatment plan that is digitally transferred to
the VISX STAR laser for an individualized CustomVue procedure.
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� VISX Treatment Cards � Our proprietary treatment cards control the use of the VISX STAR system. Each card provides the user with
specific access to proprietary software and is required to operate the VISX STAR system. Types of VISX treatment cards include
VisionKey Cards for performing standard LASIK procedures, which in the U.S. carries a license fee for each procedure that is
purchased; CustomVue Cards for performing Custom LASIK, which carry a worldwide license fee for each procedure that is
purchased; and Custom-CAP Cards for performing laser vision correction with a previously decentered ablation, which carry a
worldwide license fee for each procedure that is purchased; and the PTK Card, which is offered to physicians at a nominal charge to
treat certain types of corneal pathologies. Sales of our treatment cards and associated procedure fees represented approximately 21%,
15% and 8% of our net sales in 2007, 2006 and 2005, respectively.

Eye Care Products

In the eye care market, we focus on creating products that enhance ocular comfort and health for the general public as well as those who wear
contact lenses.

Our eye care business develops, manufactures and markets a full range of contact lens care products for use with most types of contact lenses.
Our comprehensive product offering includes single-bottle multi-purpose cleaning and disinfecting solutions and hydrogen peroxide-based
disinfecting solutions to destroy harmful microorganisms in and on the surface of contact lenses; daily cleaners to remove undesirable film and
deposits from contact lenses; enzymatic cleaners to remove protein deposits from contact lenses; and lens rewetting drops to provide added
wearing comfort. In 2008, we are entering the artificial tears segment of the eye care market as well.

Multi-Purpose Solutions. We market our Complete brand single-bottle multi-purpose solutions, a convenient, one bottle chemical disinfecting
system for soft contact lenses, on a worldwide basis. Sales of our multi-purpose solutions represented approximately 5%, 15% and 17% of our
net sales in 2007, 2006 and 2005, respectively.

Hydrogen Peroxide-Based Solutions. We offer products that use hydrogen peroxide-based disinfection systems. Our leading hydrogen peroxide
brands are the Oxysept and Consept solutions.

Lens Rewetting Solutions. We believe that dryness and discomfort are the reasons most often cited for discontinuing contact lens wear. We have
introduced contact lens rewetting drops designed to provide prolonged lubrication and improved protection against dryness. Our products in this
category include Complete and blink rewetting solutions. We also offer Complete Blink-N-Clean, a unique in-the-eye lens cleaning solution.

Artificial Tears. An aging population, general environmental conditions and greater computer use are among the contributors to an increase in
the prevalence and awareness of dry eye. We have recently introduced blink Tears, a brand of lubricating eye drops designed to relieve
symptoms associated with this condition.

Research and Development

Our long-term success is dependent on the introduction of new and innovative products in all business segments. Our research and development
strategy is to develop proprietary products for vision correction that are safe and effective and address unmet needs. As we implement this
strategy, we will seek to develop new products with measurable benefits such as increased practitioner productivity, better patient outcomes and
reduced costs to health care payors and providers.

Research and development activities for our cataract/implant business are focused on expanding our product portfolio. We have focused on six
areas of opportunity to provide superior outcomes in cataract surgery:

� Small incision surgery � work with a variety of advanced lens materials to enable small incision surgery, which results in less induced
astigmatism, rapid stabilization of the wound and faster visual rehabilitation.

� Advances in phacoemulsification � technology providing surgeons with high levels of cutting efficiency but with less heat and
turbulence directed into the ocular environment enabling more effective and safer cataract extraction procedures.

�
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Restoring accommodation following cataract surgery � following cataract surgery, the eye loses its ability to accommodate, or shift its
field of focus. Through the development of multifocal and accommodating IOLs, we aim to provide for the full range of vision
following cataract surgery.
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� Improving quality of vision � advancements in optics and optical surface designs.

� Reducing posterior capsular opacification, or PCO, following cataract surgery � PCO is a clouding of the posterior portion of the
capsular bag that occurs in some patients following cataract surgery. Currently, treatment of moderate to severe PCO typically
requires a laser procedure.

� Greater ease of use for practitioners � development of intraocular lens designs and advanced insertion devices, which allow for easier
handling in the operating room and greater surgeon control.

In the area of laser vision correction, our research and development efforts are focused on advancements in LASIK and adjunctive
technologies. Current projects include:

� the development of advanced wavefront diagnostic technologies;

� expanded treatment applications for custom wavefront guided LASIK, including wavefront guided treatment of presbyopia

� advances in ablation and flap cutting technologies; and

� accuracy and reliability in wavefront capture and intraoperative monitoring.
Our research and development efforts in the eye care business are aimed at developing proprietary systems that are effective and convenient for
customers to use, which we believe will result in longer, more comfortable lens wear and a higher rate of compliance with recommended lens
care procedures. Our efforts include seeking formulations that provide enhanced cleaning and disinfection without irritation, prolonged
lubrication, improved ocular health and protection against dryness. Our research and development efforts have resulted in the continued
development of our flagship Complete brand multi-purpose solution and blink rewetter solutions, with further advancements currently in
development. We have developed and are commercializing our first over-the-counter artificial tear product in 2008, with further advancements
currently in development.

We plan to supplement our research and development activities with a commitment to identifying and obtaining new technologies through
in-licensing, technological collaborations and joint ventures, including the establishment of research relationships with academic institutions and
individual researchers.

Total research and development expense in 2007 was $168.8 million, including a non-cash in-process research and development charge of $87.0
million and in 2005 was $552.4 million, including a non-cash in-process research and development charge of $490.8 million. We spent
approximately $81.8 million in 2007, $66.1 million in 2006 and $61.6 million in 2005, or 7.5%, 6.6%, and 6.7% of total net sales in 2007, 2006,
and 2005, respectively, on research and development, excluding these in-process research and development charges. We believe that the
continuing introduction of new products supplied by our research and development efforts and in-licensing opportunities are critical to our
success. There are, however, inherent uncertainties associated with the research and development efforts and the regulatory process and we
cannot assure you that any of our research projects will result in new products that we can commercialize.

Customers, Sales and Marketing

Customers. Our primary customers for our cataract / implant and laser vision correction products include surgeons who perform eye surgeries,
hospitals and ambulatory surgical centers, including corporate LASIK chains. The primary customers for our eye care products include
optometrists, opticians, ophthalmologists, retailers and clinics that sell directly to consumers. These retailers include mass merchandisers such as
Wal-Mart, drug store chains such as Walgreen, hospitals, commercial optical chains and food stores. During 2007, 2006 and 2005, no customer
accounted for over 10% of our net sales.

Edgar Filing: ADVANCED MEDICAL OPTICS INC - Form 10-K

Table of Contents 17



Sales and Marketing. Our sales efforts and promotional activities with respect to our cataract / implant and laser vision correction products are
primarily aimed at eye care professionals such as ophthalmologists who use our products. Similarly, our sales and promotional efforts in eye
care are primarily directed towards optometrists, opticians, optical shops, ophthalmologists and consumers. We often provide samples of our eye
care products to practitioners to distribute to their patients to encourage trial use of our solutions. In addition, we advertise in professional
journals and have a direct mail program of descriptive product literature and scientific information that we provide to specialists in the eye care
field. We have also developed training modules and seminars to update physicians regarding evolving technology.
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Recognizing the importance of our sales force�s expertise, we invest significant time and expense to provide training in such areas as product
features and benefits. Training for our ophthalmic surgical products sales force focuses on providing sales personnel with technical knowledge
regarding the scope and characteristics of the products they are selling and developing skills in presenting and demonstrating those products. In
addition to providing product knowledge for communication to eye care practitioners, our eye care products sales force focuses on developing
the necessary skills to sell to buyers for mass merchandisers and large drug store chains. This sales force also seeks to develop relationships with
eye care professionals who may purchase our products and recommend them to their patients.

Each of our products is marketed under its brand name and our corporate name. We have a worldwide marketing organization which helps us to
set overall marketing direction, promote consistent global brand positioning and allocate marketing resources to products and regions offering
the greatest return. In order to remain sensitive to cultural differences and varying health care systems throughout the world, tactical execution of
marketing programs and all sales activities are carried out at the regional level.

We also use third-party distributors for the distribution of our products in smaller geographic markets. No individual agent or distributor
accounted for more than 10% of our net sales for the years ended December 31, 2007, 2006 and 2005.

Traditionally, we have realized a seasonal trend in our sales, with the smallest portion of our cataract / implant business sales being realized in
the first quarter and with sales gradually increasing from the second to fourth quarter. This has been driven predominantly by seasonality in the
sales of capital equipment when customers increase spending as they reach their year end and are able to spend the remainder of their annual
budgeted amounts. In the laser vision correction business, the seasonal trend favors the highest portion of sales in the first quarter.

Manufacturing, Operations and Facilities

We manufacture eye care products at our facilities in Hangzhou, China, and Alcobendas, Spain. We manufacture LVC surgical products at our
facilities in Santa Clara, California, Irvine, California and Albuquerque, New Mexico, and we manufacture cataract/implant surgical products at
our facilities in Añasco, Puerto Rico, Groningen, Netherlands and Uppsala, Sweden.

In November 2003, we entered into an agreement with Nicholas Piramal India Limited for the supply of neutralizing tablets primarily used with
our hydrogen peroxide-based lens care products and unit dose solutions. Nicholas Piramal is a sole-source supplier of these products. If supply
of these products were interrupted, we cannot assure you that we would be able to obtain replacement products, and our eye care product sales
may be negatively impacted in a material manner.

Our Sovereign Compact system is manufactured by Sanmina-SCI under a manufacturing and supply agreement, which terminates on January 1,
2009. If Sanmina-SCI were to cease manufacturing for any reason, we cannot assure you that we would be able to replace them on terms
favorable to us, or at all.

The manufacturing of VISX STAR, WaveScan, IntraLase, and Signature Whitestar systems are manufactured in facilities located in Santa Clara,
California, and Irvine, California, where these instruments are assembled, programmed, and tested. In 2008 we will be relocating our Santa Clara
and Irvine manufacturing operations to our new Milpitas, California facility. We are dependent on obtaining certain regulatory approvals and
permits in order to manufacture and ship these products from our Milpitas, California facility. Failure to receive or delay in receiving these
regulatory approvals and permits could impair our ability to maintain a sufficient supply of these systems.

We purchase all of the components used in the manufacture and assembly of our product offering from outside vendors. A portion of
components used in our products are made by sole source vendors. Although these components constitute only a portion of the total components
in our product offering, these components are integral to our products and as a result our success is tied to our continuing ability to obtain
supplies of these components. Please see our risk factors for a discussion of the risks related to our reliance on single and limited source vendors.

Governmental Regulation

United States. Our products and operations are subject to extensive and rigorous regulation by the FDA. The FDA regulates the research, testing,
manufacturing, safety, labeling, storage, recordkeeping, advertising, promotion, distribution and production of medical devices in the United
States to provide reasonable assurance that medical products are safe and effective for their intended uses. The Federal Trade Commission also
regulates the advertising and promotion of our products.
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Under the Federal Food, Drug, and Cosmetic Act, medical devices are classified into one of three classes � Class I, Class II or Class III �
depending on the degree of risk associated with each medical device and the extent of control needed to provide a reasonable assurance of safety
and effectiveness. Our current products are Class I, II and III medical devices. Examples of Class II devices include the femtosecond laser and
phacoemulsification systems. Examples of Class III devices include IOLs and excimer lasers for vision correction.

Class I devices are those for which safety and effectiveness can be reasonably assured by adherence to FDA guidelines and regulations,
including compliance with the applicable portions of the FDA�s regulations governing quality systems, facility registration and product listing,
reporting of adverse medical events, and appropriate, truthful and non-misleading labeling, advertising, and promotional materials, referred to as
the general controls. Some Class I, also called Class I reserved, devices also require premarket clearance by the FDA through the 510(k)
premarket notification process described below. Many Class I products are exempt from the premarket notification requirements.

Class II devices are those which are subject to the general controls and may require adherence to certain performance standards or other special
controls (as specified by the FDA) and premarket clearance by the FDA. Premarket review and clearance by the FDA for these devices is
accomplished through the 510(k) premarket notification procedure. For most Class II devices, the manufacturer must submit a premarket
notification to the FDA demonstrating that the device is �substantially equivalent� to a legally marketed �predicate� device.

If the FDA agrees that the device is substantially equivalent, it will grant clearance to commercially market the device. By regulation, the FDA is
required to complete its review of a 510(k) within 90 days of submission of the notification. Clearance may take longer as the Agency can
request additional information about the device. For example, the FDA may require clinical data to make a determination regarding substantial
equivalence. If the FDA determines that the device, or its intended use, is not �substantially equivalent,� the FDA will place the device, or the
particular use of the device, into Class III, and the device sponsor must then fulfill much more rigorous premarketing requirements, known as
premarket approval.

A Class III product is a product that has a new intended use or that uses advanced technology that is not substantially equivalent to a use or
technology established in a legally marketed device, or for which there is not sufficient information to establish performance standards or special
controls to provide reasonable assurance of the device�s safety and effectiveness. Class III includes products for use in supporting or sustaining
human life or for a use that is of substantial importance in preventing impairment of human health or presents a potential unreasonable risk of
illness or injury. The safety and effectiveness of Class III devices cannot be reasonably assured solely by the general controls and the other
requirements described above. Therefore, these devices almost always require clinical studies to demonstrate safety and effectiveness.

FDA approval of a premarket approval application is required before marketing a Class III product. The premarket approval application process
is much more demanding than the 510(k) premarket notification process. A premarket approval application, which is intended to provide
reasonable assurance that the device is safe and effective, must be supported by extensive data, including data from engineering studies,
preclinical evaluations and human clinical trials and published research material. The premarket approval application must contain a full
description of the device and its components, a full description of the methods, facilities and controls used for manufacturing and testing, and
proposed labeling. Following receipt of a premarket approval application, once the FDA determines that the application is sufficiently complete
to permit a substantive review, the FDA will formally accept the application for review. The FDA, by statute and by regulation, has 180 days to
review a filed premarket approval application, although the review of an application more often occurs over a significantly longer period of time
as there are typically multiple rounds of questions and requests for clarification. A maximum time of 360 days is allowed to respond to
deficiencies.

In approving a premarket approval application or clearing a 510(k) notification, the FDA may also require some form of postmarket
surveillance, whereby the manufacturer follows certain patient groups for a number of years and makes periodic reports to the FDA on the
clinical status of those patients when necessary to protect the public health or to provide additional safety and effectiveness data for the device.

When FDA approval of a device requires human clinical trials, and if the clinical trial presents a �significant risk� (as defined by the FDA) to
human health, the device sponsor is required to file an investigational device exemption, or IDE, application with the FDA and obtain IDE
approval prior to commencing the human clinical trial. If the clinical trial is considered a �nonsignificant risk,� IDE submission to the FDA is not
required. Instead, only approval from the Institutional Review Board overseeing the clinical trial is required, although the study is still subject to
FDA oversight under other provisions of the IDE regulation. Human clinical studies are generally required in connection with approval of Class
III devices and to a much lesser extent for Class I and II devices. Clinical trials conducted abroad for FDA approval must comply with both local
and FDA regulations and guidance.
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Continuing Food and Drug Administration Regulation. After the FDA permits a device to enter commercial distribution, numerous regulatory
requirements apply. These include:

� the registration and listing regulation, which requires manufacturers to register all manufacturing facilities and list all medical devices
placed into commercial distribution;

� the Quality System Regulation, which requires manufacturers to follow elaborate design, testing, control, documentation and other
quality assurance procedures during the manufacturing process;

� labeling regulations that prescribe the FDA�s general prohibition against promoting products for unapproved or �off-label� uses;

� the Medical Device Reporting regulation, which requires that manufacturers report to the FDA if their device may have caused or
contributed to a death or serious injury or malfunctioned in a way that would likely cause or contribute to a death or serious injury if it
were to recur;

� Regulations for the field correction and removal (recall) of medical devices that fail to conform to specifications and standards and
that may pose a hazard to health;

� Device tracking requirements; and

� Post market surveillance requirements.
Failure to comply with the applicable U.S. medical device regulatory requirements could result in, among other things, warning letters, fines,
injunctions, civil penalties, repairs, replacements, refunds, recalls or seizures of products, total or partial suspension of production, the FDA�s
refusal to grant future premarket clearances or approvals, withdrawals or suspensions of current product applications, and criminal prosecution.

Governmental Reimbursement. In the United States, a significant percentage of the patients who receive our IOLs are covered by the federal
Medicare program. When a cataract extraction with IOL implantation is performed in an ambulatory surgical center, Medicare provides the
ambulatory surgical center with a fixed facility fee that includes the cost of the IOL. After the Centers for Medicare and Medicaid Services
(CMS) (formerly the Health Care Financing Administration), awarded �new technology intraocular lens� status to our Tecnis IOL in 2006, the
reimbursement rate for Tecnis IOLs implanted in ambulatory surgical centers increased an additional $50 until February 2011. When the
procedure is performed in a hospital outpatient department, the hospital�s reimbursement is based on a prospective payment that includes
payment for the IOL. The allowance is the same for all IOLs.

Effective January 1, 2008, Medicare established a new payment system for services performed in ambulatory surgery centers. This new system
will be phased in over a four year period, indexing ambulatory surgery center payments to payments established for like procedures performed in
hospital outpatient departments. For 2008, ambulatory surgery center payments have effectively remained unchanged. At this time, it is not
possible to determine the long-term effect of this new payment system on our revenues or financial condition. In addition, if implemented, price
controls or other cost-containment measures could materially and adversely affect our revenues and financial condition.

We cannot predict the likelihood or pace of any other significant legislative or regulatory action in these areas, nor can we predict whether or in
what form health care legislation being formulated by various governments will be passed. Medicare reimbursement rates are subject to change
at any time. We also cannot predict with precision what effect such governmental measures would have if they were ultimately enacted into law.

International Regulation. Internationally, the regulation of medical devices is also complex. In Europe, our products are subject to extensive
regulatory requirements. The regulatory regime in the European Union for medical devices became mandatory in June 1998. It requires that
medical devices may only be placed on the market if they do not compromise safety and health when properly installed, maintained and used in
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accordance with their intended purpose. National laws conforming to the European Union�s legislation regulate our IOLs and eye care products
under the medical devices regulatory system. Although the more variable national requirements under which medical devices were formerly
regulated have been substantially replaced by the EU Medical Devices Directive, individual nations can still impose unique requirements that
may require supplemental submissions. The European Union medical device laws require manufacturers to declare that their products conform
to the essential regulatory requirements after which the products may be placed on the market bearing the CE Mark. Manufacturers� quality
systems for products in all but the lowest risk classification are also subject to certification and audit by an independent notified body. In Europe,
particular emphasis is being placed on more sophisticated and faster procedures for the reporting of adverse events to the competent authorities.
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In Japan, premarket approval and clinical studies are required, as is governmental pricing approval for medical devices. Clinical studies are
subject to a stringent �Good Clinical Practices� standard. Approval time frames from the Japanese Ministry of Health, Labour and Welfare
(MHLW) vary from simple notifications to review periods of one or more years, depending on the complexity and risk level of the device. In
addition, importation into Japan of medical devices is subject to �Good Import Practices� regulations. As with any highly regulated market,
significant changes in the regulatory environment could adversely affect future sales.

In many of the other foreign countries in which we market our products, we may be subject to regulations affecting, among other things:

� product standards and specifications;

� packaging requirements;

� labeling requirements;

� quality system requirements;

� import restrictions;

� tariff regulations;

� duties; and

� tax requirements.
Many of the regulations applicable to our devices and products in these countries are similar to those of the FDA. In some regions, the level of
government regulation of medical devices is increasing, which can lengthen time to market and increase registration and approval costs. In many
countries, the national health or social security organizations require our products to be qualified before they can be marketed with the benefit of
reimbursement eligibility.

Fraud and Abuse. We are subject to various federal and state laws pertaining to health care fraud and abuse, including anti-kickback laws,
physician self-referral laws, and false claims laws. Violations of these laws are punishable by criminal and/or civil sanctions, including, in some
instances, imprisonment and exclusion from participation in federal and state health care programs including Medicare, Medicaid, Veterans
Administration (VA) health programs and TRICARE. Although we believe that our operations are in material compliance with such laws, and
we strive to achieve and maintain compliance, we cannot provide complete assurance as these laws are far-reaching and their interpretation is
subject to change. As a result, we could be required to alter one or more of our practices to remain in compliance with these laws. The
occurrence of one or more violations of these laws could result in a material adverse effect on our financial condition and results of operations.

Anti-Kickback Laws. Our operations are subject to federal and state anti-kickback laws. Provisions of the Social Security Act, commonly known
as the �Anti-Kickback Law,� prohibit entities, such as our company, from knowingly and willfully offering, paying, soliciting or receiving any
form of remuneration in return for, or to induce:

� the referral of persons eligible for benefits under a federal health care program, including Medicare, Medicaid, the VA health
programs and TRICARE, or a state health program; or
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� the recommendation, purchase, lease or order of items or services that are covered, in whole or in part, by a federal health care
program or state health programs.

The Anti-Kickback Law may be violated when even one purpose, as opposed to a primary or sole purpose, of a payment is to induce referrals or
other business. Federal regulations create a small number of �safe harbors.� Practices which meet all the criteria of an applicable safe harbor will
not be deemed to violate the statute; practices that do not satisfy all elements of a safe harbor do not necessarily violate the statute, although such
practices may be subject to scrutiny by enforcement agencies.
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Violation of the Anti-Kickback Law is a felony, punishable by substantial fines and (for individuals) imprisonment. In addition, the Department
of Health and Human Services may impose civil penalties and exclude violators from participation in federal or state health care programs
(including Medicare, Medicaid, VA health programs, and TRICARE); if a manufacturer is excluded, its products are not eligible for
reimbursement by these programs. Many states have adopted similar anti-kickback laws, which vary in scope and may extend to payments
intended to induce the recommendation, purchase, or order of products reimbursed by private payors as well as federal or state health care
programs.

Employee Relations

At December 31, 2007, we employed approximately 4,100 persons throughout the world, including approximately 1,400 in the United States.
None of our U.S.-based employees are represented by unions. We consider our relations with our employees to be good.

Global Sales

Net sales in the United States were approximately $458.7 million, $416.4 million and $302.5 million for the years ended December 31, 2007,
2006 and 2005, respectively, or 42% of total net sales in 2007 and 2006, and 33% of total net sales in 2005. Our international sales represented
approximately $632.1 million, $581.1 million and $618.2 million for the years ended December 31, 2007, 2006 and 2005, respectively, or 58%
of total net sales in 2007 and 2006, and 67% of total net sales in 2005. Sales in Japan were approximately $145.4 million, $138.7 million and
$174.3 million for the years ended December 31, 2007, 2006 and 2005, respectively. Our products are sold in over 60 countries. Sales are
attributed to the country where the customer resides. Marketing activities are coordinated on a worldwide basis, and local management teams
provide leadership and infrastructure for introduction of new products in the local markets. For additional geographic area information, see Note
14 of Notes to Consolidated Financial Statements.

Raw Materials

We use a diverse and broad range of raw materials in the design, development and manufacturing of our products. While we do fabricate or
formulate some of our materials at our manufacturing facilities, we purchase most of the materials and components used in manufacturing of our
products from external suppliers. In addition, we purchase some supplies from single sources for reasons of quality assurance, sole source
availability, cost effectiveness or constraints resulting from regulatory requirements. Several of our materials are sole sourced, including the
source of hyaluronic acid used in manufacturing our Healon family of products. However, we work closely with our suppliers to assure
continuity of supply while maintaining high quality and reliability. Where we buy a material from one source and other sources are available,
alternative supplier options are generally considered and identified, although we do not typically pursue regulatory qualification of alternative
sources due to the strength of our existing supplier relationships and the time and expense associated with the regulatory process. A change in
suppliers could require significant effort or investment by us in circumstances where the items supplied are integral to the performance of our
products or incorporate unique technology.

Environmental Matters

Our facilities and operations are subject to federal, state and local environmental and occupational health and safety requirements of the United
States and foreign countries, including those relating to discharges of substances to the air, water and land, the handling, storage and disposal of
hazardous materials and wastes and the cleanup of properties affected by pollutants. We believe we are currently in material compliance with
such requirements and do not currently anticipate any material adverse effect on our business or financial condition as a result of our efforts to
comply with such requirements.

In the future, federal, state or local governments in the United States or foreign countries could enact new or more stringent laws or issue new or
more stringent regulations concerning environmental and worker health and safety matters that could affect our operations. Also, in the future,
contamination may be found to exist at our current or former facilities or off-site locations where we have sent wastes. We could be held liable
for such newly-discovered contamination which could have a material adverse effect on our business or financial condition. In addition, changes
in environmental and worker health and safety requirements could have a material effect on our business or financial condition.

Competition

The markets for our products are intensely competitive and are subject to significant technological change. Companies within the cataract /
implant and laser vision correction markets compete on technological leadership and innovation, quality and efficacy of products, relationships
with eye care professionals and health care providers, breadth and depth of product
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offering and pricing. We believe we have the second largest cataract/implant business on a global basis behind Alcon, Inc., a subsidiary of
Nestle S.A. Other competitors in the cataract/implant business include Bausch & Lomb, Staar Surgical, Eyeonics, Hoya, Santen, and
Zeiss-Meditec. We believe we have the world�s largest laser vision correction business. Other competitors include Alcon, Bausch & Lomb,
Zeiss-Meditec, Moria, Nidek and Ziemer. We believe our competitive position is enhanced by our large international distribution network, our
focus on technology and customer relationships, and product quality. Our ability to compete against larger companies may be impeded by
having fewer resources to devote to research and development as well as sales and marketing.

Companies within the eye care market compete primarily on recommendations from eye care professionals, customer brand loyalty, product
quality and pricing. We believe we have one of the top three largest contact lens careenter">12
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� making us more vulnerable to adverse changes in general economic, industry and government regulations and in our business by
limiting our flexibility in planning for, and making it more difficult for us to react quickly to, changing conditions;

� placing us at a competitive disadvantage compared with our competitors that have less debt; and

� exposing us to risks inherent in interest rate fluctuations because some of our borrowings will be at variable rates of interest, which
could result in higher interest expense in the event of increases in interest rates.

In addition, we may not be able to generate sufficient cash flow from our operations to repay our indebtedness when it becomes due and to meet
our other cash needs. If we are not able to pay our debts as they become due, we will be required to pursue one or more alternative strategies,
such as selling assets, refinancing or restructuring our indebtedness or selling additional debt or equity securities. We may not be able to
refinance our debt or sell additional debt or equity securities or our assets on favorable terms, if at all, and if we must sell our assets, it may
negatively affect our ability to generate revenues.

Despite current indebtedness levels, we may still incur more debt. This could further exacerbate the risks associated with our substantial
indebtedness.

Subject to specified limitations, the indenture governing the notes and our other debt agreements will permit us and our existing or future
subsidiaries, if any, to incur substantial additional debt. If new debt is added to our current debt levels, the risks described above in the previous
risk factor could intensify. See �Description of Other Indebtedness� and �Description of the Registered Notes�Certain Covenants�Limitation on
Indebtedness� for additional information.

The restrictive covenants in the indenture governing the notes and our other debt agreements may affect our ability to operate our business
successfully.

The indenture governing the notes will contain various provisions that limit our ability to, among other things:

� incur additional debt;

� prepay subordinated indebtedness;

� pay dividends or make other distributions on, redeem or repurchase, capital stock;

� make investments or other restricted payments;

� enter into transactions with affiliates;

� sell assets;

� create liens on assets to secure debt; or

� effect a consolidation or merger or sell all, or substantially all, of our assets.
These covenants could adversely affect our ability to finance our future operations or capital needs and pursue available business opportunities.
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In addition, certain of our other debt agreements contain similar covenants and also require us to maintain specified financial ratios and satisfy
certain financial condition tests. Events beyond our control, including changes in general economic and business conditions, may affect our
ability to meet those financial ratios and financial condition tests. We cannot assure you that we will meet those ratios or tests or that the lenders
will waive any failure to meet those ratios or tests. A breach of any of those covenants or any other restrictive covenants contained in any of our
other debt agreements or a failure to pay required amounts thereunder could
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result in an event of default. If an event of default occurs, the holders of the affected indebtedness could declare all amounts outstanding,
together with accrued interest, to be immediately due and payable, which, in turn, could cause the default and acceleration of the maturity of our
other indebtedness. If we were unable to pay such amounts, the lenders under any of our secured indebtedness could proceed against the
collateral pledged to them. In such an event, we cannot assure you that we would have sufficient assets to pay amounts due on the notes. As a
result, you may receive less than the full amount you would otherwise be entitled to receive on the notes. See �Description of Certain
Indebtedness� and �Description of the Registered Notes�Certain Covenants� for additional information.

The notes will not be secured by any of our assets.

The notes will not be secured by any of our assets. If we become insolvent or are liquidated, or if payment under any of the instruments
governing our secured debt is accelerated, the lenders under those instruments will be entitled to exercise the remedies available to a secured
lender under applicable law and pursuant to the instruments governing such debt. In that event, because the notes will not be secured by any of
our assets, it is possible that our remaining assets might be insufficient to satisfy your claims in full.

As of March 28, 2009, on a pro forma basis after giving effect to the sale of the outstanding notes and the use of proceeds therefrom, the
aggregate amount of our secured indebtedness was approximately $312.2 million. We will be permitted to borrow substantial additional secured
indebtedness in the future under the terms of the indenture. See �Description of the Registered Notes�Certain Covenants�Limitation on
Indebtedness� and �Description of the Registered Notes�Certain Covenants�Limitation on Liens.�

The notes will be effectively subordinated to all indebtedness and other liabilities of our subsidiaries that are not guarantors of the notes.

You will not have any claim as a creditor against the subsidiaries that are not guarantors of the notes, and the indebtedness and other liabilities,
including trade payables, whether secured or unsecured, of non-guarantor subsidiaries will be effectively senior to any claim you may have
against these non-guarantor subsidiaries relating to the notes. As of the date of this offering memorandum, we had five subsidiaries and they will
not initially guarantee the notes offered hereby. These non-guarantor subsidiaries represented approximately 10% of our assets as of March 28,
2009 and approximately 14% of our income from operations for the six month period ended March 28, 2009. As of March 28, 2009, these
non-guarantor subsidiaries had approximately $26 million of debt outstanding. In the event of a bankruptcy, liquidation, reorganization or other
winding up of our non-guarantor subsidiaries, holders of their indebtedness and their trade creditors will generally be entitled to payment of their
claims from the assets of those non-guarantor subsidiaries before any assets are made available for distribution to us.

In addition, the indenture will permit non-guarantor subsidiaries to incur additional indebtedness. Therefore, the notes would be effectively
subordinated to this additional indebtedness that may be incurred by the non-guarantor subsidiaries.

We will require a significant amount of cash to service all our indebtedness, including the notes, and our ability to generate sufficient cash
depends upon many factors, some of which are beyond our control.

Our ability to make payments on and refinance our debt and to fund working capital needs and planned capital expenditures depends on our
ability to generate cash flow in the future. To some extent, this is subject to general economic, financial, competitive, legislative and regulatory
factors and other factors that are beyond our control. We cannot assure you that our business will continue to generate cash flow from operations
at levels sufficient to permit us to pay principal, premium, if any, and interest on our indebtedness or that our cash needs will not increase. If we
are unable to generate sufficient cash flow from operations in the future to service our debt and meet our other needs, we may have to refinance
all or a portion of our debt, obtain additional financing
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or reduce expenditures or sell assets that we deem necessary to our business. We cannot assure you that any of these measures would be possible
or that any additional financing could be obtained. The inability to obtain additional financing could have a material adverse effect on our
financial condition and on our ability to meet our obligations to you under the notes.

We may not have the funds to purchase the notes upon the change of control offer as required by the indenture governing the notes.

Upon a change of control, as defined in the indenture, subject to certain conditions, we are required to offer to repurchase all outstanding notes at
101% of the principal amount thereof, plus accrued and unpaid interest to the date of repurchase. The source of funds for that purchase of notes
will be our available cash or cash generated from our existing and future subsidiaries, if any, operations or other potential sources, including
borrowings, sales of assets or sales of equity. We cannot assure you that sufficient funds from such sources will be available at the time of any
change of control to make required repurchases of notes tendered. In addition, the terms of certain of our other debt agreements provide that
certain change of control events will constitute an event of default thereunder. Our future debt agreements may contain similar restrictions and
provisions and may limit our ability to repurchase your notes. If the holders of the notes exercise their right to require us to repurchase all the
notes upon a change of control, the financial effect of this repurchase could cause a default under our other debt, even if the change of control
itself would not cause a default. Accordingly, it is possible that we will not have sufficient funds at the time of the change of control to make the
required repurchase of our other debt and the notes or that restrictions in the indenture and our other debt agreements will not allow such
repurchases. In addition, certain corporate events, such as leveraged recapitalizations that would increase the level of our indebtedness, would
not constitute a �change of control� under the indenture. See �Description of the Registered Notes�Purchase of Notes upon a Change of Control�
and �Description of Certain Indebtedness� for additional information.

The registered notes may not have an active trading market and the price may be volatile, so you may be unable to sell your registered notes
at the price you desire or at all.

We cannot ensure that a liquid market will develop for the registered notes, that you will be able to sell any of the registered notes at a particular
time, if at all, or that the prices that you receive when you sell will be favorable. Prior to this offering, there has been no public market for the
outstanding notes. We do not intend to apply (and are not obligated to apply) for listing of the registered notes on any securities exchange or any
automated quotation system. Therefore, we cannot assure you as to the liquidity of any trading market for the registered notes. Future trading
prices of the registered notes will depend on many factors, including our operating performance and financial condition, prevailing interest rates
and the market for similar securities.

Broker-dealers may become subject to the registration and prospectus delivery requirements of the Securities Act and any profit on the resale
of the registered notes may be deemed to be underwriting compensation under the Securities Act.

Any broker-dealer that acquires registered notes in the exchange offer for its own account in exchange for outstanding notes which it acquired
through market-making or other trading activities must acknowledge that it will comply with the registration and prospectus delivery
requirements of the Securities Act in connection with any resale transaction by that broker-dealer. Any profit on the resale of the registered notes
and any commission or concessions received by a broker-dealer may be deemed to be underwriting compensation under the Securities Act.
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USE OF PROCEEDS

We will not receive any proceeds from the exchange offer. In consideration for issuing the registered notes as contemplated by this prospectus,
we will receive from you the outstanding notes in like principal amount. The outstanding notes surrendered in exchange for the registered notes
will be retired and cancelled and cannot be reissued. The issuance of the registered notes will not result in any change in our indebtedness.

RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our consolidated ratios of earnings to fixed charges on an historical basis:

Fiscal Years Ended(1) Six Months Ended(2)
Sept. 25,

2004
Sept. 25,

2005
Sept. 30,

2006
Sept. 29,

2007
Sept. 27,

2008
March 29,

2008
March 28,

2009
(in thousands of dollars)

Earnings
Net income $ 28,752 $ 26,570 $ 42,582 $ 58,638 $ 52,123 $ 25,688 $ 18,900
Fixed charges (from below) 67,504 63,883 61,082 58,373 59,791 29,171 32,326
Less capitalized interest (754) (945) (874) (1,989) (4,597) (1,639) (1,971) 
Income tax expense 17,287 16,300 25,499 31,211 27,560 16,032 11,442
Amortization of capitalized interest 966 998 1,027 1,093 1,246 585 656

$ 113,755 $ 106,806 $ 129,316 $ 147,326 $ 136,123 $ 69,837 $ 61,353

Fixed Charges
Interest expense $ 53,739 $ 50,921 $ 49,783 $ 46,675 $ 46,886 $ 23,140 $ 26,096
Capitalized interest 754 945 874 1,989 4,597 1,639 1,971
Loan cost amortization expense 1,354 1,325 1,309 1,286 1,320 638 781
Estimate of interest within rent
expense 11,657 10,692 9,116 8,423 6,988 3,754 3,478

$ 67,504 $ 63,883 $ 61,082 $ 58,373 $ 59,791 $ 29,171 $ 32,326

Ratio of earnings to fixed charges 1.69 1.67 2.12 2.52 2.28 2.39 1.90

(1) Fiscal year 2006 was a 53-week year, whereas fiscal years 2004, 2005, 2007 and 2008 were 52-week years.
(2) The six month periods ended March 29, 2008 and March 28, 2009, respectively, each consist of 26 weeks.
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CAPITALIZATION

The following table shows our cash and cash equivalents and consolidated capitalization as of March 28, 2009, both (i) on an actual basis and
(ii) on an as-adjusted basis to give effect to the issuance of the outstanding notes and use of the net proceeds therefrom.

This table should be read in conjunction with �Selected Historical Consolidated Financial and other Data� included elsewhere in this prospectus
and our consolidated financial statements incorporated by reference in this prospectus.

 As of March 28, 2009 

  Actual  
As

Adjusted
(unaudited)

(dollars in millions)
Cash and cash equivalents $ 4.5 $ 77.5

Long-term debt (including current maturities)
Credit facilities(1) 40.6 0.0
Secured real estate and equipment loans 387.9 312.2
8 7/8% Senior Subordinated Notes due 2011 349.8 0.0
8 7/8% Senior Notes due 2017 0.0 575.0
Less: discount (0.0) (19.8) 

Total long-term debt $ 778.3 $ 867.4
Stockholders� equity 396.0 396.0

Total capitalization $ 1,174.3 $ 1,263.4

(1) On May 12, 2009, the date of sale of the outstanding notes, we entered into a new three-year senior unsecured credit facility for $175.0 million and we repaid
and terminated four existing credit facilities. Approximately $190.0 million is available for borrowing under our new and existing credit facilities after giving
effect to the sale of the outstanding notes and the application of the net proceeds therefrom. For a description of our new credit facility, see �Description of Our
Other Indebtedness.�
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL AND OTHER DATA

The following table sets forth selected historical consolidated financial and other data for the fiscal years ended September 27,
2008, September 29, 2007, September 30, 2006, September 24, 2005 and September 25, 2004, which are derived from and should be read in
conjunction with our audited consolidated financial statements (including related notes thereto) for such years incorporated by reference in this
prospectus, and for the six months ended March 28, 2009 and March 29, 2008, which are derived from and should be read in conjunction with
our unaudited consolidated financial statements (including related notes thereto) for such six-month periods incorporated by reference in this
prospectus. The information included in �Other Operating and Financial Data� and �Store Data� for all periods presented is unaudited. The selected
historical consolidated financial and other data should be read in conjunction with �Capitalization� included elsewhere in this prospectus and our
consolidated financial statements (including related notes thereto) incorporated by reference in this prospectus. The results for the six-month
periods ended March 28, 2009 and March 29, 2008 are not necessarily indicative of the results for a full year or any future period.

Fiscal Years Ended(1)
Unaudited

Six Months Ended(2)
Sept. 25,

2004
Sept. 24,

2005
Sept. 30,

2006
Sept. 29,

2007
Sept. 27,

2008
March 29,

2008
March 28,

2009
(In thousands of dollars, except percentages and store data)

Statement of Income Data:
Net sales $ 2,137,426 $ 2,273,941 $ 2,612,233 $ 2,851,593 $ 3,238,046 $ 1,559,909 $ 1,594,040
Gross profit 558,625 585,699 652,194 686,235 747,859 365,153 389,871
Operating and administrative expenses 479,622 500,217 536,615 564,024 626,404 303,349 336,509
Rental income, net 7,089 6,162 4,980 4,419 3,322 2,113 1,546
Gain (loss) from sale or disposal of assets 12,587 (145) (4,440) 6,880 (1,331) (559) 279
Other income, net 1,100 2,293 1,745 3,013 3,123 1,502 1,252
Interest expense 53,739 50,921 49,783 46,675 46,886 23,140 26,096
Net income 28,752 26,570 42,582 58,638 52,123 25,688 18,900

Balance Sheet Data (end of period):
Cash and cash equivalents $ 67,123 $ 29,284 $ 7,331 $ 4,373 $ 4,179 $ 4,295 $ 4,529
Total assets 1,050,216 1,044,663 1,064,764 1,142,806 1,375,004 1,244,857 1,432,273
Long-term debt 602,434 569,428 556,315 543,257 717,156 626,102 778,287
Stockholders� equity 261,217 276,849 304,673 348,144 384,814 366,107 395,975

Other Operating and Financial Data:
Depreciation and amortization $ 58,705 $ 56,635 $ 59,930 $ 60,944 $ 69,098 $ 33,381 $ 38,491
Capital expenditures 71,087 59,863 94,302 127,849 248,780 114,133 103,723
Rent expense 30,159 27,075 20,889 17,692 14,495 7,787 7,180
Sales increases:
Total sales(3) 7.4% 6.4% 14.9% 9.2% 13.6% 14.1% 2.2% 
Grocery segment comparable stores(3) 6.7% 6.1% 11.6% 11.0% 13.5% 13.9% 1.1% 
Comparable store sales (excluding gas) 6.2% 3.9% 7.9% 8.4% 8.0% 8.4% 5.0% 

Store Data:(4)
Number of stores (at end of period) 196 197 197 197 197 197 200
Weighted average sales per store (000�s) $ 10,302 $ 11,040 $ 12,701 $ 13,870 $ 15,806 $ 15,820 $ 15,427
Total square feet at end of period (000�s) 9,251 9,468 9,585 9,728 10,196 9,871 10,577
Average total square feet per store 47,198 48,058 48,657 49,382 51,756 50,367 52,885
Average square feet of selling space per
store 33,039 33,641 34,060 34,567 36,229 35,257 37,020
Weighted average sales per square foot of
selling space $ 313 $ 331 $ 375 $ 405 $ 448 $ 451 $ 419

(1) Fiscal year 2006 was a 53-week year, whereas fiscal years 2004, 2005, 2007 and 2008 were 52-week years.
(2) The six month periods ended March 29, 2008 and March 28, 2009, respectively, each consist of 26 weeks.
(3) Sales from replacement stores, major remodels, minor remodels and the addition of fuel stations to existing stores are included in the comparable store sales

calculation from the date of completion of the replacement, remodel or addition. Gasoline sales from the addition of fuel stations to existing stores during the
measurement period are included in comparable store sales. Sales increase percentages for fiscal years 2006 and 2007 are adjusted for the difference in weeks.

(4) Weighted average sales per store include the effects of increases in square footage due to the opening of replacement stores and the expansion of stores
through remodeling during the periods indicated, and includes gasoline sales. Selling space is estimated to be 70% of total store square footage.
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DESCRIPTION OF OUR OTHER INDEBTEDNESS

In addition to the registered notes that are exchangeable for the outstanding notes in this exchange offer and the outstanding notes, we have the
following other material indebtedness:

Unless otherwise specified, Ingles Markets, Incorporated is the sole borrower under each facility described below.

As of March 28, 2009, on a pro forma basis after giving effect to the sale of the outstanding notes and the use of proceeds therefrom, our
consolidated outstanding indebtedness was approximately $887.2 million, as shown below:

Total
Amount

Outstanding

Total
Commitment

Amount
(dollars in millions)

Lines of credit $ 0.0 $ 190.0
Senior secured debt 312.2 312.2
8 7/8% Senior Notes due 2017 575.0 575.0

Total $ 887.2 $ 1,077.20

Lines of Credit

As of March 28, 2009, on a pro forma basis after giving effect to the sale of the outstanding notes and the use of proceeds therefrom, Ingles had
one senior unsecured line of credit for $175.0 million and two senior unsecured lines of credit for $15.0 million, representing aggregate
commitments of $190.0 million.

The two lines of credit for $15.0 million contain various restrictive covenants which, among other things, requires Ingles to maintain minimum
levels of net worth and maintenance of certain financial ratios. They also contain customary events of default.

On May 12, 2009, Ingles entered into the $175.0 million line of credit, which is governed by a Credit Agreement, the material terms of which
include, among others:

Maturity. The Credit Agreement is scheduled to mature, and the commitments thereunder will terminate, on May 12, 2012.

Interest Rate and Fees. Each Eurodollar Rate Loan shall bear interest on the outstanding principal amount thereof for each interest period at a
rate per annum equal to the Eurodollar Rate for such interest period plus the Applicable Rate, as described below; (ii) each Base Rate Committed
Loan shall bear interest on the outstanding principal amount thereof from the applicable borrowing date at a rate per annum equal to the Base
Rate plus the Applicable Rate, as described below; and (iii) each Swing Line Loan shall bear interest on the outstanding principal amount
thereof from the applicable borrowing date at a rate per annum equal to the Base Rate plus the Applicable Rate, as described below. The
Company will pay fees on letters of credit issued under the Credit Agreement at a rate equal to the Applicable Rate, as described below, times
the daily amount available to be drawn under such letters of credits. The Applicable Rate will be the percentage per annum, based upon the
Company�s Consolidated Leverage Ratio from time to time, described in the following chart that corresponds to one of two pricing levels.
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Applicable Rate

Pricing

Level
Consolidated

Leverage Ratio

Eurodollar
Rate Loans

Letters of Credit
Base Rate

Loans
1 Less than 4.00 to 1.00 2.75% 1.75% 
2 Greater than or equal to 4.00 to 1.00 3.00% 2.00% 

The Company will pay certain fees with respect to the Credit Agreement, including (i) a quarterly commitment fee equal to 0.25% times the
actual daily amount by which the aggregate commitments exceed the sum of (x) the outstanding amount of committed loans and (y) the
outstanding amount of letter of credit obligations, (ii) fees specified in fee letters between any issuing lender and the Company and
(iii) customary annual administration fees.

Mandatory Prepayments. If at any time the Company�s outstanding borrowings under the Credit Agreement (including outstanding letters of
credit and swing line loans) exceed the aggregate revolving commitments as in effect at such time, the Company will be required to prepay an
amount equal to such excess.

When the aggregate amount of Excess Proceeds resulting from permitted Asset Sales exceed $20 million, the Company will be required apply
100% of such excess proceeds to prepay outstanding amounts under the Credit Agreement. Such mandatory prepayments will permanently
reduce the available commitments under the Credit Agreement.

Voluntary Reductions and Prepayments. Subject to certain conditions and restrictions, the Credit Agreement allows the Company to voluntarily
reduce the amount of the revolving commitments and to prepay the loans.

Covenants. The Credit Agreement contains affirmative and negative covenants that, among other things, limit or restrict the Company�s ability
(as well as those of the Company�s restricted subsidiaries) to: create liens and encumbrances; incur debt; merge, dissolve, liquidate or
consolidate; make acquisitions and investments; dispose of or transfer assets; pay dividends or make other distributions on, redeem or
repurchase, capital stock; amend material documents; change the nature of the Company�s business; make certain payments of debt; and engage
in certain transactions with affiliates, in each case, subject to certain qualifications and exceptions.

In addition, the Company is required to maintain (x) a Consolidated Fixed Charge Coverage ratio of not less than 1.20 to 1.00 as of the end of
any fiscal quarter or any other date of determination as required under the Credit Agreement, (y) a Consolidated Leverage Ratio of not greater
than 5.00 to 1.00 as of the end of any fiscal quarter or any other date of determination as required under the Credit Agreement and
(z) Consolidated Net Worth at any time of not less than the sum of (i) $336,579 (ii) an amount equal to 50% of Consolidated Net Income earned
in each full fiscal quarter ending after March 31, 2009 (with no deduction for a net loss in any such fiscal quarter) and (iii) an amount equal to
50% of the aggregate increases in shareholders� equity of the Company and its subsidiaries after May 12, 2009 by reason of the issuance and sale
of equity interests of the Company or any subsidiary (other than issuances to the Company or a wholly-owned subsidiary), including upon any
conversion of debt securities of the Company into such equity interests.

Events of Default. The Credit Agreement contains customary events of default such as non-payment of obligations under the Credit Agreement,
violation of affirmative and negative covenants, material inaccuracy of representations, cross defaults under other material debt, bankruptcy,
ERISA and judgment defaults, invalidity of the credit documents (or the Company�s assertion of any such invalidity), change of control and the
invalidity of the subordination provisions of subordinated debt documents.

All capitalized terms used in the foregoing description of the Credit Agreement that are not otherwise defined therein have the meanings
ascribed to them in the Credit Agreement. The foregoing description of the
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Credit Agreement is not complete and is qualified in its entirety by reference to the Credit Agreement. A copy of the Credit Agreement is
incorporated by reference as an exhibit to the registration statement which includes this prospectus. See �Where You Can Find More
Information.�

Other Loans

Ingles is a party to certain secured loan agreements which have maturity dates ranging from December 1, 2010 to April 1, 2028. In connection
with these loans, Ingles granted the lenders security interests in the real property and personal property of many of Ingles� stores.

Many of the loan agreements described above place restrictions on Ingles� ability to dispose of the secured property or to place additional liens on
the secured property. In addition, certain of the loan agreements provide that Ingles will be in default under a particular loan agreement if Ingles
is in default under its other loan agreements with the lender under such loan agreements.

The provisions of one loan agreement, which as of March 28, 2009 had an outstanding balance of approximately $47.3 million, allow the lender
to require Ingles to prepay 30% of the outstanding principal, as well as interest and a pre-payment fee, in the event that there is a change in
control, which is defined as the acquisition by a person of:

� all or substantially all of Ingles� assets; or

� the power to elect at least a majority of Ingles� board of directors.
Shopping Center Financing, LLC and Shopping Center Financing II, LLC, which are wholly-owned subsidiaries of Ingles that own shopping
centers managed by Ingles, have entered into loan agreements in the principal amount of $13.7 million and $12.2 million, respectively. The
obligations under those loan agreements are secured by a total of seven shopping centers, and each loan agreement permits the lender thereunder
to replace Ingles as the manager of the properties if certain loan covenants are not maintained. These shopping center loans and mortgages are
cross-defaulted and cross-collateralized with each other. The terms of each loan agreement prohibit the applicable subsidiary from guaranteeing
the debt of any other person or entity, including Ingles.

Additionally, many of the loan agreements prohibit repayment of the loans prior to the expiration of a certain period of time, typically, two years
from the date of the loan. Many of the loan agreements also require Ingles to pay a penalty in the event Ingles wishes to prepay the outstanding
balance of the loan prior to maturity.
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THE EXCHANGE OFFER

Purpose of the Exchange Offer

In connection with the sale of the outstanding notes in the private placement on May 12, 2009, we and the initial purchasers entered into a
registration rights agreement for the benefit of the holders of the outstanding notes, under which we agreed to deliver this prospectus to you and
to consummate the exchange offer.

We are making this exchange offer in reliance on interpretations of the staff of the SEC set forth in several no-action letters. We have not,
however, sought our own no-action letter. Based upon these interpretations by the SEC, we believe that you, or any other person receiving
registered notes, generally may offer for resale, resell or otherwise transfer such registered notes without further registration under the Securities
Act and without delivery of a prospectus that satisfies the requirements of Section 10 of the Securities Act. We also believe that a holder may
offer, sell or transfer the registered notes only if the holder acquires the registered notes in the ordinary course of its business and is not
participating, does not intend to participate and has no arrangement or understanding or understanding with any person to participate in a
distribution of the registered notes.

Any holder of the outstanding notes using the exchange offer to participate in a distribution of registered notes cannot rely on the no-action
letters referred to above. A broker-dealer that acquired outstanding notes directly from us, but not as a result of market-making activities or other
trading activities, must comply with the registration and prospectus delivery requirements of the Securities Act in the absence of an exemption
from such requirements.

Each broker-dealer that receives registered notes for its own account in exchange for outstanding notes, as a result of market-making activities or
other trading activities, must acknowledge that it will deliver a prospectus in connection with any resale of such registered notes. This
prospectus, as it may be amended or supplemented from time to time, may be used by a broker-dealer in connection with resales of registered
notes received in exchange for outstanding notes where such outstanding notes were acquired by such broker-dealer as a result of market-making
activities or other trading activities. The letter of transmittal states that by so acknowledging and delivering a prospectus, a broker-dealer will not
be considered to admit that it is an �underwriter� within the meaning of the Securities Act. We have agreed that, for a period ending on the earlier
of: (i) 180 days after the date of this prospectus and (ii) the date on which a broker-dealer is no longer required to deliver a prospectus in
connection with market-making or other trading activities, we will make this prospectus, as amended or supplemented, available to
broker-dealers for use in connection with any resales. See �Plan of Distribution.�

Except as described above, this prospectus may not be used for an offer to resell, resale or other transfer of registered notes.

The exchange offer is not being made to, nor will we accept tenders for exchange from holders of outstanding notes in any jurisdiction in which
the exchange offer or the acceptance of tenders would not be in compliance with the securities or blue-sky laws of such jurisdiction.

Terms of the Exchange Offer

Upon the terms and subject to the conditions of the exchange offer, we will accept any and all outstanding notes validly tendered and not
withdrawn prior to 5:00 p.m., New York City time, on the expiration date for the exchange offer. The date of acceptance for exchange of the
outstanding notes, and completion of the exchange offer, is the exchange date, which will be as soon as practicable following the expiration date
(unless extended as described in this prospectus). Promptly following the exchange date, we will issue an aggregate principal amount of up to
$575 million of the registered notes for a like principal amount of outstanding notes tendered and accepted in connection with the exchange
offer. The registered notes issued in connection with the exchange offer will be delivered promptly following the exchange date. Holders may
tender some or all of their outstanding notes in connection with the exchange offer, but only in denominations of $2,000 principal amount and
integral multiples of $1,000 in excess thereof.
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The terms of the registered notes will be identical in all material respects to the terms of the outstanding notes for which they have been
exchanged, except that:

� the registered notes will have been registered under the Securities Act, and thus the registered notes generally will not be subject to
the restrictions on transfer applicable to the outstanding notes or bear restrictive legends;

� the registered notes will bear a different CUSIP number from the outstanding notes;

� the registered notes will not be entitled to registration rights; and

� the registered notes will not have the right to earn additional interest under circumstances relating to our registration obligations.
The registered notes will evidence the same debt as the outstanding notes and will be issued under the Indenture and entitled to the same benefits
under the Indenture as the outstanding notes being exchanged. As of the date of this prospectus, $575 million in aggregate principal amount of
the outstanding notes is outstanding. This prospectus and a letter of transmittal are being sent to all registered holders of outstanding notes. There
will be no fixed record date for determining registered holders entitled to participate in this exchange offer.

The exchange offer is not conditioned upon any minimum aggregate principal amount of outstanding notes being tendered for exchange.

We intend to conduct the exchange offer in accordance with the provisions of the registration rights agreement, the applicable requirements of
the Securities Act and the Exchange Act and the rules and regulations of the SEC.

Holders of outstanding notes do not have any appraisal or dissenters� rights in connection with the exchange offer. Outstanding notes which are
not tendered for exchange or are tendered but not accepted in connection with the exchange offer will remain outstanding and be entitled to the
benefits of the Indenture. However, such outstanding notes generally will not be entitled to any registration rights under the registration rights
agreement. See ��Issuances of the Registered Notes; Consequences of Failures to Properly Tender outstanding notes in the Exchange Offer.�

We shall be considered to have accepted validly tendered outstanding notes if and when we have given oral or written notice to the exchange
agent. The exchange agent will act as agent for the tendering holders for the purposes of receiving the registered notes from us.

If any tendered outstanding notes are not accepted for exchange because of an invalid tender, the occurrence of certain other events described in
this prospects or otherwise, we will return the outstanding notes, without expense, to the tendering holder promptly after the expiration date.

Holders who tender outstanding notes will not be required to pay brokerage commissions or fees or, subject to the instructions in the letter of
transmittal, transfer taxes on exchange of outstanding notes in connection with the exchange offer. We will pay all charges and expenses, other
than certain applicable taxes described below, in connection with the exchange offer. See ��Fees and Expenses.�

Expiration Date; Extensions; Amendments

The expiration date for the exchange offer is 5:00 p.m., New York City time, on [            ] 2009, unless extended by us in our sole discretion, in
which case the term �expiration date� shall mean the latest date and time to which the exchange offer is extended.
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We reserve the right, in our sole discretion:

� to extend the offer or to terminate the exchange offer if, in our reasonable judgment, any of the conditions described below shall not
have been satisfied, by giving oral or written notice of the extension or termination to the exchange agent; or

� to amend the terms of the exchange offer in any manner.
If we amend the exchange offer in a manner that we consider material, we will disclose such amendment by means of a prospectus supplement,
and we will extend the exchange offer for a period of five to ten business days.

If we determine to extend, amend or terminate the exchange offer, we will publicly announce this determination by making a timely release
through an appropriate news agency.

Interest on the Registered Notes

Interest on the registered notes will bear interest at 8 7/8% from the most recent date to which interest on the outstanding notes has been paid or,
if no interest has been paid on the outstanding notes, from their issue date. Interest will be payable semi-annually in arrears on May 15 and
November 15 of each year.

Conditions to the Exchange Offer

Notwithstanding any other term of the exchange offer, we will not be required to accept for exchange, or exchange registered notes for, any
outstanding notes and may terminate the exchange offer as provided in this prospectus before the acceptance of the outstanding notes, if prior to
the expiration date:

� the exchange offer violates any applicable law; or

� the exchange offer violates any applicable interpretation of the staff of the SEC.
The conditions listed above are for our sole benefit and may be asserted by us regardless of the circumstances giving rise to any of these
conditions. We may waive these conditions in our reasonable discretion in whole or in part at any time and from time to time prior to the
expiration date. The failure by us at any time to exercise any of the above rights shall not be considered a waiver of such right, and such right
shall be considered an ongoing right which may be asserted at any time and from time to time.

If we determine in our reasonable discretion that any of the conditions are not satisfied, we may:

� refuse to accept any outstanding notes and return all tendered outstanding notes to the tendering holders;

� extend the exchange offer and retain all outstanding notes tendered before the expiration of the exchange offer, subject, however, to
the rights of holders to withdraw these outstanding notes (see ��Withdrawal of Tenders� below); or

� waive unsatisfied conditions relating to the exchange offer and accept all properly tendered outstanding notes which have not been
withdrawn.

Procedures For Tendering
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Unless the tender is being made in book-entry form, to tender in the exchange offer, a holder must:

� complete, sign and date the letter of transmittal, or a facsimile of it;

� have the signatures guaranteed if required by the letter of transmittal; and

� mail or otherwise deliver the letter of transmittal or the facsimile, the outstanding notes and any other required documents to the
exchange agent prior to 5:00 p.m., New York City time, on the expiration date.
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Any financial institution that is a participant in DTC�s Book-Entry Transfer Facility system may make book-entry delivery of the outstanding
notes by causing DTC to transfer the outstanding notes into the exchange agent�s account. Although delivery of outstanding notes may be
effected through book-entry transfer into the exchange agent�s account at DTC, the letter of transmittal (or facsimile), with any required signature
guarantees and any other required documents, must, in any case, be transmitted to and received or confirmed by the exchange agent at its address
set forth under ��Exchange Agent� below, prior to 5:00 p.m., New York City time, on the expiration date. Delivery of documents to DTC in
accordance with its procedures does not constitute delivery to the exchange agent.

The tender by a holder of outstanding notes will constitute an agreement between us and the holder in accordance with the terms and subject to
the conditions set forth in this prospectus and in the letter of transmittal.

The method of delivery of outstanding notes and the letter of transmittal and all other required documents to the exchange agent is at the election
and risk of the holders. Instead of delivery by mail, we recommend that holders use an overnight or hand delivery service. In all cases, holders
should allow sufficient time to assure delivery to the exchange agent before the expiration date. No letter of transmittal of outstanding notes
should be sent to us. Holders may request their respective brokers, dealers, commercial banks, trust companies or nominees to effect the tenders
for such holders.

Any beneficial owner whose outstanding notes are registered in the name of a broker, dealer, commercial bank, trust company or other nominee
and who wishes to tender should contact the registered holder promptly and instruct such registered holder to tender on behalf of the beneficial
owner. If the beneficial owner wishes to tender on that owner�s own behalf, the beneficial owner must, prior to completing and executing the
letter of transmittal and delivering such beneficial owner�s outstanding notes, either make appropriate arrangements to register ownership of the
outstanding notes in such beneficial owner�s name or obtain a properly completed bond power from the registered holder. The transfer of
registered ownership may take considerable time.

Signatures on letters of transmittal or notices of withdrawal must be guaranteed by an eligible guarantor institution within the meaning of
Rule 17Ad-15 under the Exchange Act, unless the outstanding notes tendered pursuant thereto are tendered:

� by a registered holder who has not completed the box entitled �Special Registration Instructions� or �Special Delivery Instructions� on
the letter of transmittal; or

� for the account of an eligible guarantor institution.
In the event that a signature on a letter or transmittal or a notice of withdrawal is required to be guaranteed, such guarantee must be by:

� a member firm of a registered national securities exchange or of the Financial Industry Regulatory Authority;

� a commercial bank or trust company having an office or correspondent in the United States; or

� an �eligible guarantor institution.�
If the letter of transmittal is signed by a person other than the registered holder of any outstanding notes, the outstanding notes must be endorsed
by the registered holder or accompanied by a properly completed bond power, in each case signed or endorsed in blank by the registered holder.

If the letter of transmittal or any outstanding notes or bond powers are signed or endorsed by trustees, executors, administrators, guardians,
attorneys-in-fact, officers of corporations or others acting in a fiduciary or representative capacity, such persons should so indicate when signing
and, unless waived by us, submit evidence satisfactory to us of their authority to act in that capacity with the letter of transmittal.
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We will determine all questions as to the validity, form, eligibility (including time of receipt) and acceptance and withdrawal of tendered
outstanding notes in our sole discretion. We reserve the absolute right to reject any and all outstanding notes not properly tendered or any
outstanding notes whose acceptance by us would, in the opinion of our counsel, be unlawful. We also reserve the right to waive any defects,
irregularities or conditions of tender as to any particular outstanding notes either before or after the expiration date. Our interpretation of the
terms and conditions of the exchange offer (including the instructions in the letter of transmittal) will be final and binding on all parties. Unless
waived, any defects or irregularities in connection with tenders of outstanding notes must be cured within a time period we will determine.
Although we intend to request the exchange agent to notify holders of defects or irregularities relating to tenders of outstanding notes, neither
we, the exchange agent nor any other person will have any duty or incur any liability for failure to give such notification. Tenders of outstanding
notes will not be considered to have been made until such defects or irregularities have been cured or waived. Any outstanding notes received by
the exchange agent that are not properly tendered and as to which the defects or irregularities have not been cured or waived will be returned by
the exchange agent to the tendering holders, unless otherwise provided in the letter of transmittal, promptly following the expiration date.

In addition, we reserve the right, as set forth above under ��Conditions to the Exchange Offer�, to terminate the exchange offer. By tendering,
each holder represents to us, among other things, that:

� the registered notes acquired in connection with the exchange offer are being obtained in the ordinary course of business of the
person receiving the registered notes, whether or not such person is the holder;

� neither the holder nor any such other person has an arrangement or understanding with any person to participate in the distribution of
such registered notes; and

� neither the holder nor any such other person is our �affiliate� (as defined in Rule 405 under the Securities Act).
If the holder is a broker-dealer which will receive registered notes for its own account in exchange for outstanding notes, it will acknowledge
that it acquired such outstanding notes as the result of market-making activities or other trading activities and it will deliver a prospectus in
connection with any resale of such registered notes. See �Plan of Distribution.�

Guaranteed Delivery Procedures

A holder who wishes to tender its outstanding notes and:

� whose outstanding notes are not immediately available;

� who cannot deliver the holder�s outstanding notes, the letter of transmittal or any other required documents to the exchange agent
prior to the expiration date; or

� who cannot complete the procedures for book-entry transfer before the expiration date; may effect a tender if:

� the tender is made through an eligible guarantor institution;

� before the expiration date, the exchange agent receives from the eligible guarantor institution:
(i) a properly completed and duly executed notice of guaranteed delivery by facsimile transmission, mail or hand delivery,

(ii) the name and address of the holder, and
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(iii) the certificate number(s) of the outstanding notes and the principal amount of outstanding notes tendered, stating that the tender is being
made and guaranteeing that, within three New York Stock Exchange trading days after the expiration date, the letter of transmittal and the
certificate(s) representing the outstanding notes (or a confirmation of book-entry transfer), and any other documents required by the letter of
transmittal will be deposited by the eligible guarantor institution with the exchange agent; and

� the exchange agent receives, within three New York Stock Exchange trading days after the expiration date, a properly completed and
executed letter of transmittal or facsimile, as well as the certificate(s) representing all tendered outstanding notes in proper form for
transfer or a confirmation of book-entry transfer, and all other documents required by the letter of transmittal.

Upon request, the exchange agent will send to you a notice of guaranteed delivery if you wish to tender your outstanding notes according to the
guaranteed delivery procedures.

Withdrawal of Tenders

Except as otherwise provided herein, tenders of outstanding notes may be withdrawn at any time prior to 5:00 p.m., New York City time, on the
expiration date.

To withdraw a tender of outstanding notes in connection with the exchange offer, a written or facsimile transmission notice of withdrawal must
be received by the exchange agent at its address set forth herein prior to 5:00 p.m., New York City time, on the expiration date. Any such notice
of withdrawal must:

� specify the name of the person who deposited the outstanding notes to be withdrawn;

� identify the outstanding notes to be withdrawn (including the certificate number(s) and principal amount of such outstanding notes);

� be signed by the depositor in the same manner as the original signature on the letter of transmittal by which such outstanding notes
were tendered (including any required signature guarantees) or be accompanied by documents of transfer sufficient to have the
Trustee register the transfer of such outstanding notes into the name of the person withdrawing the tender; and

� specify the name in which any such outstanding notes are to be registered, if different from that of the depositor.
We will determine all questions as to the validity, form and eligibility (including time of receipt) of such notices of withdrawal. Any outstanding
notes so withdrawn will be considered not to have been validly tendered for purposes of the exchange offer, and no registered notes will be
issued unless the outstanding notes withdrawn are validly re-tendered. Any outstanding notes which have been tendered but which are not
accepted for exchange or which are withdrawn will be returned to the holder without cost to such holder promptly after withdrawal, rejection of
tender or termination of the exchange offer. Properly withdrawn outstanding notes may be re-tendered by following one of the procedures
described above under ��Procedures for Tendering� at any time prior to the expiration date.

Information Regarding the Registration Rights Agreement

As noted, we are effecting this exchange offer to comply with the registration rights agreement. The registration rights agreement requires us to
use our reasonable best efforts to:

� file with the SEC a registration statement for the exchange offer;
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� commence the exchange offer promptly after the exchange offer registration statement is declared effective by the Commission; and

� consummate the exchange offer not later than January 17, 2010.
In addition, the registration rights agreement requires us to file a shelf registration statement for a continuous offering in accordance with Rule
415 under the Securities Act for your benefit if:

� the exchange offer is not consummated by January 17, 2010;

� we are not permitted to consummate the exchange offer because the exchange offer is not permitted by applicable law or SEC policy;

� you are prohibited by applicable law or SEC policy to participate in the exchange offer and indicate that you wish to have your
outstanding notes registered under the Securities Act;

� you may not resell registered notes you have acquired in the exchange offer to the public without delivering a prospectus and this
prospectus (including any amendment or supplement thereto) is not appropriate or available for resales by you; or

� you are a broker-dealer and hold outstanding notes acquired directly from us or any of our affiliates.
In the event that the exchange offer is not consummated by January 17, 2010 or, if required, the shelf registration statement has not become
effective or such shelf registration statement ceases to be effective at any time during the shelf registration period (subject to certain exceptions),
the interest rate on the affected outstanding notes will be increased by 0.25% per annum for the first 90-day period thereafter, and the amount of
such additional interest will increase by an additional 0.25% for each subsequent 90-day period, up to a maximum of 1.0% per annum over the
original interest rate of the outstanding notes. Once the exchange offer is consummated or the registration default affecting the shelf registration
statement is cured, the annual interest rate on the outstanding notes will revert to the original interest rate. Any amounts of additional interest due
will be payable in cash on the same interest payment dates as interest on the outstanding notes is otherwise payable.

Our obligations to register the registered notes will terminate upon the consummation of the exchange offer. However, under the circumstances
specified above, we may be required to file a shelf registration statement for a continuous offer in connection with the outstanding notes.

The foregoing description of the registration rights agreement is not a complete, and is qualified in its entirety by reference to all of the
provisions of the registration rights agreement. A copy of the registration rights agreement is incorporated by reference as an exhibit to the
registration statement which includes this prospectus. See �Where You Can Find More Information.�

Exchange Agent

U.S. Bank, National Association, has been appointed as exchange agent for the exchange offer. Questions and requests for assistance, requests
for additional copies of this prospectus or of the letter of transmittal should be directed to the exchange agent at its offices at 60 Livingston
Avenue, EP-MN-WS2N, St. Paul, MN 55107. The exchange agent�s telephone number is (800) 934-6802 and facsimile number is
(651) 495-8158.

Fees and Expenses

We will not make any payment to brokers, dealers or others soliciting acceptances of the exchange offer. We will pay certain other expenses to
be incurred in connection with the exchange offer, including the fees and expenses of the exchange agent and certain accounting and legal fees.
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Holders who tender their outstanding notes for exchange will not be obligated to pay transfer taxes; however, if:

� registered notes are to be delivered to, or issued in the name of, any person other than the registered holder of the outstanding notes
tendered; or

� tendered outstanding notes are registered in the name of any person other than the person signing the letter of transmittal; or

� a transfer tax is imposed for any reason other than the exchange of outstanding notes in connection with the exchange offer;
then the amount of any such transfer taxes (whether imposed on the registered holder or any other person) will be payable by the tendering
holder. If satisfactory evidence of payment of such taxes or exemption from them is not submitted with the letter of transmittal, the amount of
such transfer taxes will be billed directly to the tendering holder.

Accounting Treatment

The registered notes will be recorded at the same carrying value as the outstanding notes as reflected in our accounting records on the date of the
exchange. Accordingly, we will not recognize any gain or loss for accounting purposes upon the completion of the exchange offer. The expenses
of the exchange offer that we pay will increase our deferred financing costs and will be amortized over the term of the notes in accordance with
generally accepted accounting principles.

Issuance of the Registered Notes; Consequences of Failures to Properly Tender Outstanding Notes in the Exchange Offer

Issuance of the registered notes in exchange for the outstanding notes in the exchange offer will be made only after timely receipt by the
exchange agent of the certificate(s) representing the outstanding notes (or a confirmation of book-entry transfer), a properly completed and duly
executed letter of transmittal (or an agent�s message from DTC) and all other required documents. Therefore, holders of the outstanding notes
desiring to tender such outstanding notes in exchange for registered notes should allow sufficient time to ensure timely delivery. We are under
no duty to give notification of defects or irregularities of tenders of outstanding notes for exchange. Outstanding notes that are not tendered or
that are tendered but not accepted by us will, following completion of the exchange offer, continue to be subject to the existing restrictions upon
transfer thereof under the Securities Act, and, upon completion of the exchange offer, certain registration rights under the registration rights
agreement will terminate. In the event the exchange offer is completed, we will not be required to register the remaining outstanding notes.
Remaining outstanding notes will continue to be subject to the following restrictions on transfer:

� the remaining outstanding notes may be resold only (i) if registered pursuant to the Securities Act, (ii) if an exemption from
registration is available, or (iii) if neither such registration nor such exemption is required by law; and

� the remaining outstanding notes will bear a legend restricting transfer in the absence of registration or an exemption.
We do not currently anticipate that we will register the remaining outstanding notes under the Securities Act. To the extent that outstanding
notes are tendered and accepted in connection with the exchange offer, any trading market for remaining outstanding notes could be adversely
affected.
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Transfer Taxes

We will pay all transfer taxes, if any, applicable to the exchange of outstanding notes under the exchange offer. The tendering holder, however,
will be required to pay any transfer taxes, whether imposed on the registered holder or any other person, if:

� certificates representing outstanding notes for principal amounts not tendered or accepted for exchange are to be delivered
to, or are to be issued in the name of, any person other than the registered holder of outstanding notes tendered;

� tendered outstanding notes are registered in the name of any other person other than the person signing the letter of transmittal; or

� a transfer tax is imposed for any reason other than the exchange of outstanding notes under the exchange offer.
If satisfactory evidence of payment of such taxes is not submitted with the letter of transmittal, the amount of such transfer taxes will be billed to
the tendering holder.

Other

Participating in the exchange offer is voluntary and you should carefully consider whether to accept. You are urged to consult your financial and
tax advisors in making your decision on what action to take.
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DESCRIPTION OF THE REGISTERED NOTES

We will issue the registered notes under the Indenture for the outstanding notes dated as of May 12, 2009 between us and U.S. Bank, National
Association, as trustee.

You can find the definitions of many of the terms used in this description under the section ��Certain Definitions.� In this description, the words
�Ingles,� �we,� �our� or �us� refer only to Ingles Markets, Incorporated and not to any of its subsidiaries.

Any outstanding notes that remain outstanding after the completion of the exchange offer, together with the registered notes issued in exchange
for the outstanding notes, will be treated as a single class of debt securities under the indenture. Unless otherwise indicated, the outstanding
notes and the registered notes to be issued in the exchange offer are collectively referred to as the �Notes� in this summary description. The terms
of the Notes include those stated in the Indenture and those made part of the Indenture by reference to the Trust Indenture Act of 1939, as
amended. The Indenture will be qualified as an indenture under the Trust Indenture Act.

The following description of the Indenture and Notes is not complete, and is qualified in its entirety by reference to all of the provisions of the
Indenture and the Notes. We urge you to read the Indenture because it defines your rights as a holder of the Notes. A copy of the Indenture is
incorporated by reference as an exhibit to the registration statement which includes this prospectus. See �Where You Can Find More
Information.�

Principal, Maturity and Interest

We issued $575,000,000 aggregate principal amount of outstanding notes in denominations of $2,000 and integral multiples of $1,000, maturing
on May 15, 2017. We will issue up to the same amount of registered notes. The Notes will mature on May 15, 2017. We may issue additional
notes under the Indenture from time to time. Any issuance of additional notes is subject to all of the covenants in the Indenture. The outstanding
notes, the registered notes and any additional notes subsequently issued after the date of this prospectus under the indenture shall be treated as a
single class for all purposes under the Indenture, including, without limitation, waivers, amendments, redemptions and offers to purchase.

The Notes are unsecured senior obligations of the Company. The payment of principal, premium, if any, and interest on the Notes rank equal in
right of payment with all other senior Indebtedness of the Company. The Notes are effectively subordinated to all existing and future
Indebtedness of the Company secured by a Lien, to the extent of the value of the assets securing such Indebtedness.

Interest on the Notes accrue at a rate of 8 7/8% per annum and is be payable semiannually in arrears on May 15 and November 15 in each year,
commencing on November 15, 2009. The Company will pay interest to the Person in whose name the note (or any predecessor note) is
registered at the close of business on the May 1 or November 1, as the case may be, immediately preceding such interest payment date. Interest
will be computed on the basis of a 360-day year comprised of twelve 30-day months.

The Notes will be issued only in fully registered form without coupons, in denominations of $2,000 and any integral multiple of $1,000. No
service charge will be made for any registration of transfer, exchange or redemption of notes, except in certain circumstances for any tax or other
governmental charge that may be imposed.

Settlement for the Notes will be made in same day funds. All payments of principal and interest will be made by the Company in same day
funds. The Notes will trade in the Same-Day Funds Settlement System of The Depository Trust Company (the �Depositary� or �DTC�) until
maturity, and secondary market trading activity for the notes will therefore settle in same day funds.

All references to �interest� in the indenture will include any and all interest payable as a result of a registration default.
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Guarantees

The Notes are not currently guaranteed by any of our Subsidiaries. However, if any Restricted Subsidiary of the Company subsequently becomes
a guarantor or obligor in respect of any other Indebtedness of the Company or any of the other Restricted Subsidiaries, the Company shall cause
such Restricted Subsidiary to enter into a supplemental indenture in which such Restricted Subsidiary shall agree to guarantee the Company�s
obligations under the Notes jointly and severally with any other such Restricted Subsidiary, fully and unconditionally, on a senior unsecured
basis.

If the Company defaults in payment of the principal of, premium, if any, or interest on the Notes, each of the Guarantors will be unconditionally,
jointly and severally obligated to duly and punctually pay the principal of, premium, if any, and interest on the Notes.

The obligations of each Guarantor under its Guarantee are limited to the maximum amount which, after giving effect to all other contingent and
fixed liabilities of such Guarantor, and after giving effect to any collections from or payments made by or on behalf of any other Guarantor in
respect of the obligations of such other Guarantor under its Guarantee or pursuant to its contribution obligations under the Indenture, will result
in the obligations of such Guarantor under its Guarantee not constituting a fraudulent conveyance or fraudulent transfer under federal or state
law. Each Guarantor that makes a payment or distribution under its Guarantee will be entitled to a contribution from any other Guarantor in a
pro rata amount based on the net assets of each Guarantor determined in accordance with GAAP.

Notwithstanding the foregoing, in certain circumstances a Guarantee of a Guarantor may be released pursuant to the provisions of subsection
(c) under ��Certain Covenants�Limitation on Issuances of Guarantees of and Pledges for Indebtedness.� The Company may also, at any time, cause
a Restricted Subsidiary to become a Guarantor by executing and delivering a supplemental indenture providing for the guarantee of payment of
the Notes by such Restricted Subsidiary on the basis provided in the Indenture.

Optional Redemption

After May 15, 2013, the Company may redeem all or a portion of the Notes, on not less than 30 nor more than 60 days� prior notice, in amounts
of $1,000 or an integral multiple thereof at the following redemption prices (expressed as percentages of the principal amount), if redeemed
during the 12-month period beginning of the years indicated below:

Year
Redemption

Price
2013 104.438% 
2014 102.219% 
2015 and thereafter 100.000% 

The amount payable to the holder of a Note shall be equal to the applicable redemption price of the Notes redeemed, plus accrued and unpaid
interest, if any, to the redemption date (subject to the rights of holders of record on relevant record dates to receive interest due on an interest
payment date that is on or prior to the redemption date).

In addition, at any time prior to May 15, 2012, the Company, at its option, may use the net proceeds of one or more Equity Offerings to redeem
up to an aggregate of 35% of the aggregate principal amount of Notes issued under the Indenture at a redemption price equal to 108.875% of the
aggregate principal amount of the Notes redeemed, plus accrued and unpaid interest, if any, to the redemption date (subject to the rights of
holders of record on relevant record dates to receive interest due on an interest payment date that is on or prior to the redemption date). At least
65% of the aggregate principal amount of Notes issued under the Indenture must
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remain outstanding immediately after the occurrence of such redemption. In order to effect this redemption, the Company must mail a notice of
redemption no later than 30 days after the closing of the related Equity Offering and must complete such redemption within 60 days of the
closing of the Equity Offering.

In addition, prior to May 15, 2013, the Company may redeem the Notes at its option, in whole at any time or in part from time to time, upon not
less than 30 nor more than 60 days� notice at a redemption price equal to 100% of the principal amount of the Notes redeemed plus the
Applicable Premium, plus accrued and unpaid interest, if any, to the applicable redemption date (subject to the right of holders of record on the
relevant regular record date to receive interest due on an interest payment date that is on or prior to the redemption date).

If less than all of the Notes are to be redeemed, the Trustee shall select the Notes to be redeemed in compliance with the requirements of the
principal national security exchange, if any, on which the Notes are listed, or if the Notes are not listed, on a pro rata basis, by lot or by any other
method the Trustee shall deem fair and reasonable. Notes redeemed in part must be redeemed only in integral multiples of $1,000. Redemption
pursuant to the provisions relating to an Equity Offering must be made on a pro rata basis or on as nearly a pro rata basis as practicable (subject
to the procedures of DTC or any other depositary).

Sinking Fund

The Notes will not be entitled to the benefit of any sinking fund.

Purchase of Notes upon a Change of Control

If a Change of Control occurs, each holder of Notes will have the right to require that the Company purchase all or any part (in integral multiples
of $1,000) of such holder�s Notes pursuant to a Change of Control Offer. In the Change of Control Offer, the Company will offer to purchase all
of the Notes, at a purchase price (the �Change of Control Purchase Price�) in cash in an amount equal to 101% of the principal amount of such
Notes, plus accrued and unpaid interest, if any, to the date of purchase (the �Change of Control Purchase Date�) (subject to the rights of holders of
record on relevant record dates to receive interest due on an interest payment date that is on or prior to such date of purchase).

Within 30 days of any Change of Control or, at the Company�s option, prior to such Change of Control but after it is publicly announced, the
Company must notify the Trustee and give written notice of the Change of Control to each holder of Notes (the �Change of Control Offer�), by
first-class mail, postage prepaid, at his address appearing in the security register. The notice must state, among other things,

� that a Change of Control has occurred and the date of such event;

� the circumstances and relevant facts regarding such Change of Control, including information with respect to pro forma historical
income, cash flow and capitalization after giving effect to such Change of Control;

� the purchase price and the purchase date which shall be fixed by the Company on a business day no earlier than 30 days nor later
than 60 days from the date the notice is mailed, nor, in any event, earlier than the commencement of the Change in Control, or such
later date as is necessary to comply with requirements under the Exchange Act;

� that any Note not tendered will continue to accrue interest;

� that, unless the Company defaults in the payment of the Change of Control Purchase Price, any Notes accepted for payment pursuant
to the Change of Control Offer will cease to accrue interest after the Change of Control Purchase Date; and

� other procedures that a holder of Notes must follow to accept a Change of Control Offer or to withdraw acceptance of the Change of
Control Offer.

Edgar Filing: ADVANCED MEDICAL OPTICS INC - Form 10-K

Table of Contents 53



33

Edgar Filing: ADVANCED MEDICAL OPTICS INC - Form 10-K

Table of Contents 54



Table of Contents

If a Change of Control Offer is made, the Company may not have available funds sufficient to pay the Change of Control Purchase Price for all
of the Notes that might be delivered by holders of the Notes seeking to accept the Change of Control Offer. The failure of the Company to make
or consummate the Change of Control Offer or pay the Change of Control Purchase Price when due will give the Trustee and the holders of the
Notes the rights described under ��Events of Default.�

In addition to the obligations of the Company under the Indenture with respect to the Notes in the event of a Change of Control, some of the
long-term Indebtedness of the Company also contains or may in the future contain an event of default upon events similar to those defined as a
Change of Control with respect to the Notes which allows the lender to accelerate the repayment of amounts outstanding under such
indebtedness. The definition of a change of control in such other indebtedness may differ from the definition included in the Notes and, in
connection with indebtedness that may be entered into in the future, may include events which would not trigger a Change of Control for
purposes of the Notes.

The definition of Change of Control includes a phrase relating to the sale, lease, transfer, conveyance or other disposition of �all or substantially
all� of the assets of the Company. The term �all or substantially all� as used in the definition of �Change of Control� has not been interpreted under
New York law (which is the governing law of the Indenture) to represent a specific quantitative test. Therefore, if holders of the Notes elected to
exercise their rights under the Indenture and the Company elected to contest such election, it is not clear how a court interpreting New York law
would interpret the phrase.

The existence of a holder�s right to require the Company to repurchase such holder�s Notes upon a Change of Control may deter a third party from
acquiring the Company in a transaction which constitutes a Change of Control.

The provisions of the Indenture will not afford holders of the Notes the right to require the Company to repurchase the Notes in the event of a
highly leveraged transaction or transactions with the Company�s management or its Affiliates, including a reorganization, restructuring, merger
or similar transaction (including an acquisition of the Company by management or its affiliates) involving the Company that may adversely
affect holders of the Notes, if such transaction is not a transaction defined as a Change of Control. A transaction involving the Company�s
management or its Affiliates, or a transaction involving a recapitalization of the Company, will result in a Change of Control only if it is the type
of transaction specified by such definition.

The Company will comply with the applicable tender offer rules, including Rule 14e-1 under the Exchange Act, and any other applicable
securities laws or regulations in connection with a Change of Control Offer.

The Company will not be required to make a Change of Control Offer upon a Change of Control if a third party makes the Change of Control
Offer in the manner, at the times and otherwise in compliance with the requirements described in the Indenture applicable to a Change of
Control Offer made by the Company and purchases all Notes validly tendered and not withdrawn under such Change of Control Offer.

Certain Covenants

The Indenture will contain, among others, the following covenants:

Limitation on Indebtedness

(a) The Company will not, and will not cause or permit any of its Restricted Subsidiaries to, create, issue, incur, assume, guarantee or otherwise
in any manner become directly or indirectly liable for the payment of or otherwise incur, contingently or otherwise (collectively, �incur�), any
Indebtedness (including any Acquired Indebtedness), unless such Indebtedness is incurred by the Company or any Guarantor or constitutes
Acquired Indebtedness of a Restricted Subsidiary and, in each case, the Company�s Consolidated Fixed Charge Coverage Ratio for the most
recent four full fiscal quarters for which financial statements are available immediately preceding the incurrence of such Indebtedness taken as
one period is at least equal to or greater than 2:1.
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(b) Notwithstanding the foregoing, the Company and, to the extent specifically set forth below, the Restricted Subsidiaries may incur each and
all of the following (collectively, the �Permitted Indebtedness�):

(1) Indebtedness of the Company or any Guarantor (and guarantees of such Indebtedness by any Subsidiaries that have become Guarantors) in
an aggregate principal amount outstanding at any time not to exceed $220.0 million under (i) one or more revolving credit facilities, lines of
credit, letters of credit or term loans or (ii) any renewal, extension, substitution, refunding, refinancing or replacement (a �refinancing�) of any
Indebtedness described under clause (i);

(2) [Reserved];

(3) Indebtedness of the Company pursuant to the Notes in an aggregate principal amount not to exceed $575.0 million and Indebtedness of any
Guarantor pursuant to a Guarantee of the Notes;

(4) Indebtedness of the Company or any Guarantor represented by Capital Lease Obligations and Purchase Money Obligations for the purpose of
financing the purchase, lease or improvement of property (real or personal) or equipment of the Company and its Restricted Subsidiaries
incurred in the ordinary course of business not to exceed $75.0 million at any one time outstanding;

(5) Indebtedness of the Company and the Restricted Subsidiaries outstanding at the issuance of the Notes;

(6) Indebtedness of the Company owing to a Restricted Subsidiary; provided that any Indebtedness of the Company owing to a Restricted
Subsidiary that is not a Guarantor is made pursuant to an intercompany note in the form attached to the Indenture and is unsecured and is
subordinated in right of payment from and after such time as the Notes shall become due and payable (whether at Stated Maturity, acceleration
or otherwise) to the payment and performance of the Company�s obligations under the Notes; provided, further, that any disposition, pledge or
transfer of any such Indebtedness to a Person (other than a disposition, pledge or transfer to a Restricted Subsidiary) shall be deemed to be an
incurrence of such Indebtedness by the Company or other obligor not permitted by this clause (6);

(7) Indebtedness of a Restricted Subsidiary owing to the Company or another Restricted Subsidiary; provided that any such Indebtedness is
made pursuant to an intercompany note in the form attached to the Indenture; provided, further, that (a) any disposition, pledge or transfer of any
such Indebtedness to a Person (other than a disposition, pledge or transfer to the Company or a Restricted Subsidiary) shall be deemed to be an
incurrence of such Indebtedness by the obligor not permitted by this clause (7), and (b) any transaction pursuant to which any Restricted
Subsidiary, which has Indebtedness owing to the Company or any other Restricted Subsidiary, ceases to be a Restricted Subsidiary shall be
deemed to be the incurrence of Indebtedness by such Restricted Subsidiary that is not permitted by this clause (7);

(8) guarantees of any Restricted Subsidiary made in accordance with the provisions of ��Limitation on Issuances of Guarantees of and Pledges
for Indebtedness�;

(9) obligations of the Company or any Restricted Subsidiary entered into in the ordinary course of business (a) pursuant to Interest Rate
Agreements designed to protect the Company or any Restricted Subsidiary against fluctuations in interest rates in respect of Indebtedness of the
Company or any Restricted Subsidiary as long as such obligations do not exceed the aggregate principal amount of such Indebtedness then
outstanding, (b) under any Currency Hedging Agreements, relating to (1) Indebtedness of the Company or any Restricted Subsidiary and/or
(2) obligations to purchase or sell assets or properties, in each case, incurred in the ordinary course of business of the Company or any Restricted
Subsidiary; provided, however, that such Currency Hedging Agreements do not increase the Indebtedness or other obligations of the Company
or any Restricted Subsidiary outstanding other than as a result of fluctuations in foreign currency exchange rates or by reason of fees,
indemnities and compensation payable thereunder or (c) under any Commodity Price Protection Agreements which do not increase the amount
of Indebtedness or other obligations of the Company or any Restricted Subsidiary outstanding other than as a result of fluctuations in commodity
prices or by reason of fees, indemnities and compensation payable thereunder;
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(10) Indebtedness of the Company or any of its Restricted Subsidiaries constituting reimbursement obligations with respect to letters of credit
issued in the ordinary course of business, including, without limitation, letters of credit in respect of workers� compensation claims or
self-insurance, or other Indebtedness with respect to reimbursement type obligations regarding workers� compensation claims;

(11) Indebtedness arising from agreements of the Company or a Restricted Subsidiary providing for indemnification, earn outs, adjustments of
purchase price or similar obligations, in each case, incurred or assumed in connection with the disposition of any business, assets or a Restricted
Subsidiary; provided, however, that such Indebtedness is not reflected on the balance sheet of the Company or any Restricted Subsidiary
(contingent obligations referred to in a footnote to financial statements and not otherwise reflected on the balance sheet will not be deemed to be
reflected on such balance sheet for purposes of this clause (11));

(12) Indebtedness solely in respect of surety, performance or appeal bonds, to the extent that such incurrence does not result in the incurrence of
any obligation for the payment of borrowed money to others;

(13) any renewals, extensions, substitutions, refundings, refinancings or replacements (collectively, a �refinancing�) of any Indebtedness described
in paragraph (a) of this Section and clauses (3) and (5) (other than any Existing Notes outstanding on the Issue Date) of this paragraph (b) of this
definition of �Permitted Indebtedness,� including any successive refinancings so long as the borrower under such refinancing is the Company or, if
not the Company, the same as the borrower of the Indebtedness being refinanced and the aggregate principal amount of Indebtedness
represented thereby (or if such Indebtedness provides for an amount less than the principal amount thereof to be due and payable upon a
declaration of acceleration of the maturity thereof, the original issue price of such Indebtedness plus any accreted value attributable thereto since
the original issuance of such Indebtedness) is not increased to a principal amount in excess of the principal amount on the Issue Date, plus the
amount of premium or other payment actually paid at such time to refinance the Indebtedness, plus the amount of expenses of the Company
incurred in connection with such refinancing and (1) in the case of any refinancing of Indebtedness that is Subordinated Indebtedness, such new
Indebtedness is made subordinated to the Notes at least to the same extent as the Indebtedness being refinanced and (2) in the case of senior
Indebtedness or Subordinated Indebtedness, as the case may be, such refinancing does not reduce the Average Life to Stated Maturity or the
Stated Maturity of such Indebtedness; and

(14) Indebtedness of the Company or any Restricted Subsidiaries in addition to that described in clauses (1) through (13) above, and any
renewals, extensions, substitutions, refinancings or replacements of such Indebtedness, so long as the aggregate principal amount of all such
Indebtedness shall not exceed $50.0 million outstanding at any one time in the aggregate.

For purposes of determining compliance with this �Limitation on Indebtedness� covenant, in the event that an item of Indebtedness meets the
criteria of more than one of the types of Indebtedness permitted by this covenant, the Company in its sole discretion shall classify or reclassify
such item of Indebtedness and only be required to include the amount of such Indebtedness as one of such types. Accrual of interest, accretion or
amortization of original issue discount and the payment of interest on any Indebtedness in the form of additional Indebtedness with the same
terms, will not be deemed to be an incurrence of Indebtedness for purposes of this covenant; provided, in each such case, that the amount thereof
is included in Consolidated Interest Expense of the Company as accrued.

Limitation on Restricted Payments

(a) The Company will not, and will not cause or permit any Restricted Subsidiary to, directly or indirectly:

(1) declare or pay any dividend on, or make any distribution to holders of, any shares of the Company�s Capital Stock (other than dividends or
distributions payable solely in shares of its Qualified Capital Stock or in options, warrants or other rights to acquire shares of such Qualified
Capital Stock);
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(2) purchase, redeem, defease or otherwise acquire or retire for value, directly or indirectly, the Company�s Capital Stock or any Capital Stock of
any Affiliate of the Company (other than Capital Stock of any Wholly Owned Restricted Subsidiary of the Company) or options, warrants or
other rights to acquire such Capital Stock;

(3) make any principal payment on, or repurchase, redeem, defease, retire or otherwise acquire for value, prior to any scheduled principal
payment, sinking fund payment or maturity, any Subordinated Indebtedness excluding any Existing Notes;

(4) declare or pay any dividend or distribution on any Capital Stock of any Restricted Subsidiary to any Person (other than (a) to the Company or
any of its Wholly Owned Restricted Subsidiaries or (b) dividends or distributions made by a Restricted Subsidiary on a pro rata basis to all
stockholders of such Restricted Subsidiary); or

(5) make any Investment in any Person (other than any Permitted Investments)

(any of the foregoing actions described in clauses (1) through (5) above, other than any such action that is a Permitted Payment (as defined
below), collectively, �Restricted Payments�) (the amount of any such Restricted Payment, if other than cash, shall be the Fair Market Value of the
assets proposed to be transferred, as determined by the board of directors of the Company, whose determination shall be conclusive and
evidenced by a board resolution), unless:

(1) immediately before and immediately after giving effect to such proposed Restricted Payment on a pro forma basis, no Default or Event of
Default shall have occurred and be continuing and such Restricted Payment shall not be an event which is, or after notice or lapse of time or
both, would be, an �event of default� under the terms of any Indebtedness of the Company or its Restricted Subsidiaries;

(2) immediately before and immediately after giving effect to such Restricted Payment on a pro forma basis, the Company could incur $1.00 of
additional Indebtedness (other than Permitted Indebtedness) under the provisions described under ��Limitation on Indebtedness�; and

(3) after giving effect to the proposed Restricted Payment, the aggregate amount of all such Restricted Payments declared or made after the date
of the Indenture and all Designation Amounts does not exceed the sum (the �Restricted Payment Basket�) of:

(A) 50% of the aggregate Consolidated Net Income of the Company accrued on a cumulative basis during the period beginning on the first day
of the Company�s fiscal quarter beginning after the Issue Date and ending on the last day of the Company�s last fiscal quarter ending prior to the
date of the Restricted Payment (or, if such aggregate cumulative Consolidated Net Income shall be a loss, minus 100% of such loss);

(B) the aggregate Net Cash Proceeds received after the date of the Indenture by the Company either (1) as capital contributions in the form of
common equity to the Company or (2) from the issuance or sale (other than to any of its Subsidiaries) of Qualified Capital Stock of the
Company or any options, warrants or rights to purchase such Qualified Capital Stock of the Company (except, in each case, to the extent such
proceeds are used to purchase, redeem or otherwise retire Capital Stock or Subordinated Indebtedness as set forth below in clause (2) or (3) of
paragraph (b) below) (and excluding the Net Cash Proceeds from the issuance of Qualified Capital Stock financed, directly or indirectly, using
funds borrowed from the Company or any Subsidiary until and to the extent such borrowing is repaid);

(C) the aggregate Net Cash Proceeds received after the date of the Indenture by the Company (other than from any of its Subsidiaries) upon the
exercise of any options, warrants or rights to purchase Qualified Capital Stock of the Company (and excluding the Net Cash Proceeds from the
exercise of any options, warrants or rights to purchase Qualified Capital Stock financed, directly or indirectly, using funds borrowed from the
Company or any Subsidiary until and to the extent such borrowing is repaid);
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(D) the aggregate Net Cash Proceeds received after the date of the Indenture by the Company from the conversion or exchange, if any, of debt
securities or Redeemable Capital Stock of the Company or its Restricted Subsidiaries into or for Qualified Capital Stock of the Company plus, to
the extent such debt securities or Redeemable Capital Stock were issued after the date of the Indenture, the aggregate of Net Cash Proceeds from
their original issuance (and excluding the Net Cash Proceeds from the conversion or exchange of debt securities or Redeemable Capital Stock
financed, directly or indirectly, using funds borrowed from the Company or any Subsidiary until and to the extent such borrowing is repaid);

(E) in the case of the disposition or repayment of any Investment constituting a Restricted Payment made after the date of the Indenture, an
amount (to the extent not included in Consolidated Net Income) equal to (x) the cash return of capital with respect to such Investment, plus
(y) 50% of any amounts received in cash in excess of the return of capital to the extent such amount is not otherwise included in Consolidated
Net Income of the Company or its Restricted Subsidiaries, in any case, less the cost of the disposition of such Investment and net of taxes; and

(F) in the case of the designation of an Unrestricted Subsidiary as a Restricted Subsidiary (as long as the designation of such Subsidiary as an
Unrestricted Subsidiary was deemed a Restricted Payment), the Fair Market Value of the Company�s interest in such Subsidiary provided that
such amount shall not in any case exceed (x) the amount of the Restricted Payment deemed made at the time the Subsidiary was designated as an
Unrestricted Subsidiary, plus (y) 50% of any increase in the Fair Market Value of such Company�s interest in such Subsidiary over such
Subsidiary�s value on the date such Subsidiary was designated an Unrestricted Subsidiary to the extent such amount is not otherwise included in
Consolidated Net Income of the Company or its Restricted Subsidiaries.

(b) Notwithstanding the foregoing, and in the case of clauses (2) through (5) and (7) below, so long as no Default or Event of Default is
continuing or would arise therefrom, the foregoing provisions shall not prohibit the following actions (each of clauses (1) through (4), (6), (7),
(8) and (9) being referred to as a �Permitted Payment�):

(1) the payment of any dividend within 60 days after the date of declaration thereof, if at such date of declaration such payment was permitted by
the provisions of paragraph (a) of this Section and such payment shall have been deemed to have been paid on such date of declaration and shall
not have been deemed a �Permitted Payment� for purposes of the calculation required by paragraph (a) of this Section;

(2) the repurchase, redemption, or other acquisition or retirement for value of any shares of any class of Capital Stock of the Company in
exchange for (including any such exchange pursuant to the exercise of a conversion right or privilege in connection with which cash is paid in
lieu of the issuance of fractional shares or scrip), or out of the Net Cash Proceeds of a substantially concurrent issuance and sale for cash (other
than to a Subsidiary) of, other shares of Qualified Capital Stock of the Company; provided that the Net Cash Proceeds from the issuance of such
shares of Qualified Capital Stock are excluded from clause (3)(B) of paragraph (a) of this Section;

(3) the repurchase, redemption, defeasance, retirement or acquisition for value or payment of principal of any Subordinated Indebtedness in
exchange for, or in an amount not in excess of the Net Cash Proceeds of, a substantially concurrent issuance and sale for cash (other than to any
Subsidiary of the Company) of any Qualified Capital Stock of the Company, provided that the Net Cash Proceeds from the issuance of such
shares of Qualified Capital Stock are excluded from clause (3)(B) of paragraph (a) of this Section;

(4) the repurchase, redemption, defeasance, retirement, refinancing, acquisition for value or payment of principal of any Subordinated
Indebtedness (other than Redeemable Capital Stock) (a �refinancing�) through the substantially concurrent issuance of new Subordinated
Indebtedness of the Company, provided that any such new Subordinated Indebtedness

(a) shall be in a principal amount that does not exceed the principal amount so refinanced (or, if such Subordinated Indebtedness provides for an
amount less than the principal amount thereof to be
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due and payable upon a declaration of acceleration thereof, then such lesser amount as of the date of determination), plus the lesser of (1) the
stated amount of any premium or other payment required to be paid in connection with such a refinancing pursuant to the terms of the
Indebtedness being refinanced or (2) the amount of premium or other payment actually paid at such time to refinance the Indebtedness, plus, in
either case, the amount of expenses of the Company incurred in connection with such refinancing;

(b) has an Average Life to Stated Maturity greater than the remaining Average Life to Stated Maturity of the Notes;

(c) has a Stated Maturity for its final scheduled principal payment later than the Stated Maturity for the final scheduled principal payment of the
Notes; and

(d) is expressly subordinated in right of payment to the Notes at least to the same extent as the Subordinated Indebtedness to be refinanced;

(5) the payment of cash dividends on the Company�s shares of Common Stock in the aggregate amount per fiscal quarter equal to $0.165 per
share for each share of Class A Common Stock of the Company outstanding as of the one record date for dividends payable in respect of such
fiscal quarter and $0.15 per share for each share of Class B Common Stock of the Company outstanding as of the one record date for dividends
payable in respect of such fiscal quarter (as such $0.165 and $0.15 shall be adjusted for specified changes in the capitalization of the Company
upon recapitalizations, reclassifications, stock splits, stock dividends, reverse stock splits, stock consolidations and similar transactions),
provided, however, in the event a Change of Control occurs, the aggregate amounts permitted to be paid in cash dividends per fiscal quarter shall
not exceed the aggregate amounts of cash dividends paid in the same fiscal quarter most recently occurring prior to such Change of Control,
provided, further, that for purposes of this exception, shares of Common Stock issued for less than Fair Market Value (other than shares issued
pursuant to options or otherwise in accordance with the Company�s employee stock option, purchase or option plans) shall not be deemed
outstanding. (For clarity purposes, dividends paid pursuant to this exception will be included as Restricted Payments in determining whether the
Company has capacity to make additional Restricted Payments);

(6) the repurchase, redemption or other acquisition or retirement for value of any Capital Stock of the Company or any Restricted Subsidiary of
the Company held by any present or former employee or director of the Company (or any of its Restricted Subsidiaries) pursuant to any
management equity subscription agreement or stock option agreement or other management or employee benefit plan or similar agreement;
provided that (A) the aggregate price paid for all such repurchased, redeemed, acquired or retired Capital Stock shall not exceed $1.0 million in
any twelve-month period (with unused amounts in any calendar year being carried over to succeeding calendar years subject to a maximum
(without giving effect to the following proviso) of $2.0 million in any calendar year); provided further that such amount in any calendar year
may be increased by an amount not to exceed (x) the cash proceeds from the sale of Capital Stock of the Company or a Restricted Subsidiary to
members of management and directors of the Company and its Subsidiaries that occurs after the date of the Indenture, less (y) (i) the amount of
any Restricted Payments previously made pursuant to clause (x) of this subparagraph (6) and (ii) the aggregate net cash proceeds received by the
Company since the date of the Indenture upon the exercise of stock options; and provided further that cancellation of Indebtedness owing to the
Company from members of management of the Company or any of its Restricted Subsidiaries in connection with a repurchase of Capital Stock
of the Company or a Restricted Subsidiary will not be deemed to constitute a Restricted Payment for purposes of this covenant or any other
provision of the Indenture, and (B) no Default or Event of Default shall have occurred and be continuing immediately before or after such
transaction;

(7) repurchases of Capital Stock and all warrants, options or other rights to acquire Capital Stock, deemed to occur upon the exercise of any
options, warrants or convertible securities if the Capital Stock represents a portion of the exercise price of such options, warrants or convertible
securities and repurchases of Capital Stock deemed to occur upon the withholding of a portion of the Capital Stock granted or awarded to any
employee to pay for taxes payable by such employee upon such grant or award;
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(8) the repurchase and retirement of Class B Common Stock held by the Company�s Profit Sharing Plan, provided that the aggregate price paid
for all such repurchased and retired Class B Common Stock does not exceed $2.0 million in any calendar year; and

(9) additional Restricted Payments that, when taken with all other Restricted Payments made pursuant to this clause (9) since the date of the
Indenture, do not exceed $25.0 million.

Limitation on Transactions with Affiliates

The Company will not, and will not cause or permit any of its Restricted Subsidiaries to, directly or indirectly, enter into any transaction or
series of related transactions (including, without limitation, the sale, purchase, exchange or lease of assets, property or services) with or for the
benefit of any Affiliate of the Company (other than the Company or a Restricted Subsidiary) unless such transaction or series of related
transactions is entered into in good faith and in writing and

(1) such transaction or series of related transactions is on terms that are no less favorable to the Company or such Restricted Subsidiary, as the
case may be, than those that would be available in a comparable transaction in arm�s-length dealings with an unrelated third party,

(2) with respect to any transaction or series of related transactions involving aggregate value in excess of $500,000, the Company delivers an
officers� certificate to the Trustee certifying that such transaction or series of related transactions complies with clause (1) above, and

(3) with respect to any transaction or series of related transactions involving aggregate value in excess of $1.0 million, either

(a) such transaction or series of related transactions has been approved by a majority of the Disinterested Directors of the board of directors of
the Company, or in the event there is only one Disinterested Director, by such Disinterested Director, or

(b) the Company delivers to the Trustee a written opinion of an investment banking firm of national standing or other recognized independent
expert with experience appraising the terms and conditions of the type of transaction or series of related transactions for which an opinion is
required stating that the transaction or series of related transactions is fair to the Company or such Restricted Subsidiary from a financial point of
view;

provided, however, that this provision shall not apply to:

(i) transactions and agreements in existence on the date of the Indenture and any renewals, amendments, modifications and changes to such
agreements which are not adverse in any material respect to the Company;

(ii) transactions between or among the Company or any of the Restricted Subsidiaries;

(iii) Restricted Payments permitted by the Indenture;

(iv) compensation (including bonuses and equity compensation) paid to and other benefits (including retirement, health and other benefit plans,
profit sharing plans or management equity subscription agreements) and indemnification arrangements provided on behalf of officers, directors,
managers, employees or consultants of the Company or any Restricted Subsidiary, in each case in the ordinary course of business;

(v) the existence of, or the performance by the Company or any Restricted Subsidiary of its obligations under the terms of, any stockholders�
agreement (including any registration rights agreement or purchase agreement but excluding any management agreement related thereto) to
which it is a party as of the date of the Indenture and any similar agreements which it may enter into thereafter;
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(vi) transactions with Unrestricted Subsidiaries, customers, clients, suppliers, joint venture partners, lessors or lessees of property (real or
personal) or purchasers or sellers of goods or services, in each case in the ordinary course of business and otherwise in compliance with the
terms of the Indenture which are fair to the Company and its Restricted Subsidiaries, on terms substantially similar to those contained in similar
contracts entered into by the Company or any Restricted Subsidiary with unaffiliated third parties, or if neither the Company nor any Restricted
Subsidiary has entered into a similar contract with a third party, on terms that are in the reasonable determination of the senior management of
the Company, at least as favorable as might reasonably have been obtained at such time from an unaffiliated third party;

(vii) the issuance of Qualified Capital Stock (including all warrants, options or other rights to acquire Qualified Capital Stock) of the Company;

(viii) loans and advances to officers, directors, managers and employees for business related travel expenses, moving expenses and other similar
expenses, in each case incurred in the ordinary course of business or consistent with past practices and in compliance with all applicable laws;
and

(ix) loans to the Company�s Profit Sharing Plan in aggregate amounts at any time outstanding not to exceed $2.0 million to enable the Plan to
provide benefits to eligible employees during �black-out� periods.

Limitation on Liens

The Company will not, and will not cause or permit any Restricted Subsidiary to, directly or indirectly, create, incur or affirm any Lien (other
than a Permitted Lien) of any kind securing any Indebtedness (including any assumption, guarantee or other liability with respect thereto by any
Restricted Subsidiary) upon any property or assets (including any intercompany notes) of the Company or any Restricted Subsidiary owned on
the date of the Indenture or acquired after the date of the Indenture, or assign or convey any right to receive any income or profits therefrom,
unless the Notes (or a Guarantee in the case of Liens of a Guarantor) are directly secured equally and ratably with (or, in the case of
Subordinated Indebtedness, prior or senior thereto, with the same relative priority as the Notes shall have with respect to such Subordinated
Indebtedness).

Notwithstanding the foregoing, any Lien securing the Notes granted pursuant to this covenant shall be automatically and unconditionally
released and discharged upon the release by the holders of Indebtedness described above of their Lien on the property or assets of the Company
or any Restricted Subsidiary (including any deemed release upon payment in full of all obligations under such Indebtedness), at such time as the
holders of all such Indebtedness also release their Lien on the property or assets of the Company or such Restricted Subsidiary, or upon any sale,
exchange or transfer to any Person not an Affiliate of the Company of the property or assets secured by such Lien, or of all of the Capital Stock
held by the Company or any Restricted Subsidiary in, or all or substantially all the assets of, any Restricted Subsidiary creating such Lien.

Limitation on Sale of Assets

(a) The Company will not, and will not cause or permit any of its Restricted Subsidiaries to, directly or indirectly, consummate an Asset Sale
unless (1) at least 75% of the consideration from such Asset Sale other than Asset Swaps is received in cash and (2) the Company or such
Restricted Subsidiary receives consideration at the time of such Asset Sale at least equal to the Fair Market Value of the shares or assets subject
to such Asset Sale (as determined by the board of directors of the Company and evidenced in a board resolution); provided that the amount of
any Designated Non-cash Consideration received by the Company or any of its Restricted Subsidiaries in the Asset Sale shall be deemed �cash�
for purposes of this provision.

With respect to an Asset Swap constituting an Asset Sale, the Company or any Restricted Subsidiary shall be required to receive in cash an
amount equal to 75% of the Proceeds of the Asset Sale which do not consist of like-kind assets acquired with the Asset Swap.
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(b) The Company shall apply, or cause such Restricted Subsidiary to apply, the Net Cash Proceeds of any Asset Sale (a �Net Cash Proceeds
Transaction�), within 365 days of receipt thereof either:

(1) to permanently reduce senior Indebtedness of the Company or a Restricted Subsidiary, and, in the case of any such Indebtedness under any
revolving credit facility, effect a permanent reduction in the availability under such revolving credit facility;

(2) to make an investment or capital expenditure in properties and assets that replace the properties and assets that were the subject of such Asset
Sale or in properties and assets (including Capital Stock) that will be used in the business of the Company and its Restricted Subsidiaries as
existing on the date of the Indenture or in businesses reasonably related thereto;

(3) to acquire Capital Stock of another Person provided such Person becomes a Restricted Subsidiary; and/or

(4) to effect a combination of prepayment and investment permitted by the foregoing clauses (1), (2) and (3).

The amount of such Net Cash Proceeds not used or invested within 365 days of the Net Cash Proceeds Transaction as set forth in this paragraph
constitutes �Excess Proceeds.�

(c) When the aggregate amount of Excess Proceeds exceeds $25.0 million or more, the Company will apply the Excess Proceeds to the
repayment of the Notes and any other Pari Passu Indebtedness outstanding with similar provisions requiring the Company to make an offer to
purchase such Indebtedness with the proceeds from any Asset Sale as follows:

(A) the Company will make an offer to purchase (an �Offer�) from all holders of the Notes in accordance with the procedures set forth in the
Indenture in the maximum principal amount (expressed as a multiple of $1,000) of Notes that may be purchased out of an amount (the �Note
Amount�) equal to the product of such Excess Proceeds multiplied by a fraction, the numerator of which is the outstanding principal amount of
the Notes, and the denominator of which is the sum of the outstanding principal amount (or accreted value in the case of Indebtedness issued
with original issue discount) of the Notes and such Pari Passu Indebtedness (subject to proration in the event such amount is less than the
aggregate Offered Price (as defined herein) of all Notes tendered); and

(B) to the extent required by such Pari Passu Indebtedness to permanently reduce the principal amount of such Pari Passu Indebtedness (or
accreted value in the case of Indebtedness issued with original issue discount), the Company will make an offer to purchase or otherwise
repurchase or redeem Pari Passu Indebtedness (a �Pari Passu Offer�) in an amount (the �Pari Passu Debt Amount�) equal to the excess of the Excess
Proceeds over the Note Amount; provided that in no event will the Company be required to make a Pari Passu Offer in a Pari Passu Debt
Amount exceeding the principal amount (or accreted value) of such Pari Passu Indebtedness plus the amount of any premium required to be paid
to repurchase such Pari Passu Indebtedness.

The offer price for the Notes will be payable in cash in an amount equal to 100% of the principal amount of the Notes plus accrued and unpaid
interest, if any, to the date (the �Offer Date�) such Offer is consummated (the �Offered Price�), in accordance with the procedures set forth in the
Indenture. To the extent that the aggregate Offered Price of the Notes tendered pursuant to the Offer is less than the Note Amount relating
thereto or the aggregate amount of Pari Passu Indebtedness that is purchased in a Pari Passu Offer is less than the Pari Passu Debt Amount, the
Company may use any remaining Excess Proceeds for general corporate purposes. If the aggregate principal amount of Notes and Pari Passu
Indebtedness surrendered by holders thereof exceeds the amount of Excess Proceeds, the Trustee shall select the Notes to be purchased on a pro
rata basis. Upon the completion of the purchase of all the Notes tendered pursuant to an Offer and the completion of a Pari Passu Offer, the
amount of Excess Proceeds, if any, shall be reset at zero.
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(d) If the Company becomes obligated to make an Offer pursuant to clause (c) above, the Notes and the Pari Passu Indebtedness shall be
purchased by the Company, at the option of the holders thereof, in whole or in part in integral multiples of $1,000, on a date that is not earlier
than 30 days and not later than 60 days from the date the notice of the Offer is given to holders, or such later date as may be necessary for the
Company to comply with the requirements under the Exchange Act.

(e) The Indenture will provide that the Company will comply with the applicable tender offer rules, including Rule 14e-1 under the Exchange
Act, and any other applicable securities laws or regulations in connection with an Offer.

Limitation on Issuances of Guarantees of and Pledges for Indebtedness

(a) The Company will not cause or permit any Restricted Subsidiary, other than a Guarantor, directly or indirectly, to secure the payment of any
Indebtedness of the Company and the Company will not, and will not permit any Restricted Subsidiary to, pledge any intercompany notes
representing obligations of any Restricted Subsidiary (other than a Guarantor) or any Capital Stock of a Restricted Subsidiary (other than (x) a
Guarantor or (y) Milkco, Inc.) to secure the payment of any Indebtedness unless in each case such Restricted Subsidiary simultaneously executes
and delivers a supplemental indenture to the Indenture providing for a guarantee of payment of the Notes by such Restricted Subsidiary, which
guarantee shall be on the same terms as the guarantee of such Indebtedness (if a guarantee of such Indebtedness is granted by any such
Restricted Subsidiary) except that the guarantee of the Notes need not be secured.

(b) The Company will not cause or permit any Restricted Subsidiary (which is not a Guarantor), directly or indirectly, to guarantee, assume or in
any other manner become liable with respect to any Indebtedness of the Company or any other Restricted Subsidiary unless such Restricted
Subsidiary simultaneously executes and delivers a supplemental indenture to the Indenture providing for a Guarantee of the Notes on the same
terms as the guarantee of such Indebtedness except that:

(A) such guarantee need not be secured unless required pursuant to ��Limitation on Liens,� or otherwise under the Indenture; and

(B) if such Indebtedness is by its terms expressly subordinated to the Notes, any such assumption, guarantee or other liability of such Restricted
Subsidiary with respect to such Indebtedness shall be subordinated to such Restricted Subsidiary�s Guarantee of the Notes at least to the same
extent as such Indebtedness is subordinated to the Notes.

(c) Notwithstanding the foregoing, any Guarantee by a Restricted Subsidiary of the Notes shall provide by its terms that it (and all Liens
securing the same) shall be automatically and unconditionally released and discharged upon

(1) any sale, exchange or transfer, to any Person not an Affiliate of the Company, of all of the Company�s Capital Stock in, or all or substantially
all the assets of, such Restricted Subsidiary, or the designation of such Restricted Subsidiary as an Unrestricted Subsidiary, which transaction is
in compliance with the terms of the Indenture and such Restricted Subsidiary is released from all guarantees, if any, by it of other Indebtedness
of the Company or any Restricted Subsidiaries or

(2) the release by the holders of the Indebtedness of the Company described in clauses (a) and (b) above of their security interest or their
guarantee by such Restricted Subsidiary (including any deemed release upon payment in full of all obligations under such Indebtedness), at such
time as (A) no other Indebtedness of the Company has been secured or guaranteed by such Restricted Subsidiary, as the case may be, or (B) the
holders of all such other Indebtedness which is secured or guaranteed by such Restricted Subsidiary also release their security interest in or
guarantee by such Restricted Subsidiary (including any deemed release upon payment in full of all obligations under such Indebtedness).
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Limitation on Dividend and Other Payment Restrictions Affecting Subsidiaries

The Company will not, and will not cause or permit any of its Restricted Subsidiaries to, directly or indirectly, create or otherwise cause to exist
or become effective any consensual encumbrance or restriction on the ability of any Restricted Subsidiary to:

(1) pay dividends or make any other distribution on its Capital Stock or any other interest or participation in or measured by its profits;

(2) pay any Indebtedness owed to the Company or any other Restricted Subsidiary;

(3) make any Investment in the Company or any other Restricted Subsidiary; or

(4) transfer any of its properties or assets to the Company or any other Restricted Subsidiary.

However, this covenant will not prohibit any encumbrance or restriction (1) pursuant to an agreement in effect on the date of the Indenture;
(2) with respect to a Restricted Subsidiary that is not a Restricted Subsidiary of the Company on the date of the Indenture, in existence at the
time such Person becomes a Restricted Subsidiary of the Company and not incurred in connection with, or in contemplation of, such Person
becoming a Restricted Subsidiary, provided that such encumbrances and restrictions are not applicable to the Company or any Restricted
Subsidiary or the properties or assets of the Company or any Restricted Subsidiary other than such Subsidiary which is becoming a Restricted
Subsidiary; (3) pursuant to any agreement of a Guarantor governing any Indebtedness permitted by clause (1) of the definition of Permitted
Indebtedness as to the assets financed with the proceeds of, or used to finance, such Indebtedness; (4) contained in any Acquired Indebtedness or
other agreement of any entity or related to assets acquired by or merged into or consolidated with the Company or any Restricted Subsidiaries so
long as such encumbrance or restriction was not entered into in contemplation of the acquisition, merger or consolidation transaction; and
(5) under any agreement that extends, renews, refinances or replaces the agreements containing the encumbrances or restrictions in the foregoing
clauses (1) through (4), or in this clause (5), provided that the terms and conditions of any such encumbrances or restrictions are no more
restrictive in any material respect than those under or pursuant to the agreement evidencing the Indebtedness so extended, renewed, refinanced
or replaced.

Limitation on Unrestricted Subsidiaries

The Company may designate after the Issue Date any Subsidiary (other than a Guarantor) as an �Unrestricted Subsidiary� under the Indenture (a
�Designation�) only if:

(a) no Default shall have occurred and be continuing at the time of or after giving effect to such Designation;

(b) the Company would be permitted to make an Investment (other than a Permitted Investment) at the time of Designation (assuming the
effectiveness of such Designation) pursuant to the first paragraph of ��Limitation on Restricted Payments� above in an amount (the �Designation
Amount�) equal to the greater of (1) the net book value of the Company�s interest in such Subsidiary calculated in accordance with GAAP or
(2) the Fair Market Value of the Company�s interest in such Subsidiary as determined in good faith by the Company�s board of directors;

(c) the Company would be permitted under the Indenture to incur $1.00 of additional Indebtedness (other than Permitted Indebtedness) pursuant
to the covenant described under ��Limitation on Indebtedness� at the time of such Designation (assuming the effectiveness of such Designation);

(d) such Unrestricted Subsidiary does not own any Capital Stock in any Restricted Subsidiary of the Company which is not simultaneously being
designated an Unrestricted Subsidiary;

(e) such Unrestricted Subsidiary is not liable, directly or indirectly, with respect to any Indebtedness other than Unrestricted Subsidiary
Indebtedness, provided that an Unrestricted Subsidiary may provide a Guarantee for the Notes; and
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(f) such Unrestricted Subsidiary is not a party to any agreement, contract, arrangement or understanding at such time with the Company or any
Restricted Subsidiary unless the terms of any such agreement, contract, arrangement or understanding are no less favorable to the Company or
such Restricted Subsidiary than those that might be obtained at the time from Persons who are not Affiliates of the Company or, in the event
such condition is not satisfied, the value of such agreement, contract, arrangement or understanding to such Unrestricted Subsidiary shall be
deemed a Restricted Payment.

In the event of any such Designation, the Company shall be deemed to have made an Investment constituting a Restricted Payment pursuant to
the covenant �Limitation on Restricted Payments� for all purposes of the Indenture in the Designation Amount.

The Indenture will also provide that the Company shall not and shall not cause or permit any Restricted Subsidiary to at any time:

(a) provide credit support for, guarantee or subject any of its property or assets (other than the Capital Stock of any Unrestricted Subsidiary) to
the satisfaction of, any Indebtedness of any Unrestricted Subsidiary (including any undertaking, agreement or instrument evidencing such
Indebtedness) (other than Permitted Investments in Unrestricted Subsidiaries); or

(b) be directly or indirectly liable for any Indebtedness of any Unrestricted Subsidiary.

For purposes of the foregoing, the Designation of a Subsidiary of the Company as an Unrestricted Subsidiary shall be deemed to be the
Designation of all of the Subsidiaries of such Subsidiary as Unrestricted Subsidiaries.

The Company may revoke any Designation of a Subsidiary as an Unrestricted Subsidiary (a �Revocation�) if:

(a) no Default shall have occurred and be continuing at the time of and after giving effect to such Revocation;

(b) all Liens and Indebtedness of such Unrestricted Subsidiary outstanding immediately following such Revocation would, if incurred at such
time, have been permitted to be incurred for all purposes of the Indenture; and

(c) unless such redesignated Subsidiary shall not have any Indebtedness outstanding (other than Indebtedness that would be Permitted
Indebtedness), immediately after giving effect to such proposed Revocation, and after giving pro forma effect to the incurrence of any such
Indebtedness of such redesignated Subsidiary as if such Indebtedness was incurred on the date of the Revocation, the Company could incur
$1.00 of additional Indebtedness (other than Permitted Indebtedness) pursuant to the covenant described under ��Limitation on Indebtedness.�

All Designations and Revocations must be evidenced by a resolution of the board of directors of the Company delivered to the Trustee certifying
compliance with the foregoing provisions.

Provision of Financial Statements

Whether or not the Company is subject to Section 13(a) or 15(d) of the Exchange Act, the Company will, to the extent permitted under the
Exchange Act, file with the Commission the annual reports, quarterly reports and other documents which the Company would have been
required to file with the Commission pursuant to Section 13(a) or 15(d) if the Company were so subject, such documents to be filed with the
Commission on or prior to the date (the �Required Filing Date�) by which the Company would have been required so to file such documents if the
Company were so subject.
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The Company will also in any event (a) within 15 days of each Required Filing Date file with the Trustee copies of the annual reports, quarterly
reports and other documents which the Company would have been required to file with the Commission pursuant to Section 13(a) or 15(d) of the
Exchange Act if the Company were subject to either of such Sections and (b) if filing such documents by the Company with the Commission is
not permitted under the Exchange Act, promptly upon written request and payment of the reasonable cost of duplication and delivery, supply
copies of such documents to any prospective holder at the Company�s cost.

If any Guarantor�s financial statements would be required to be included in the financial statements filed or delivered pursuant to the Indenture if
the Company were subject to Section 13(a) or 15(d) of the Exchange Act, the Company shall include such Guarantor�s financial statements in
any filing or delivery pursuant to the Indenture.

The Indenture will also provide that, so long as any of the Notes remain outstanding, the Company will make available to any prospective
purchaser of Notes or beneficial owner of Notes in connection with any sale thereof the information required by Rule 144A(d)(4) under the
Securities Act, until such time as the Company has either exchanged the Notes for securities identical in all material respects which have been
registered under the Securities Act or until such time as the holders thereof have disposed of such Notes pursuant to an effective registration
statement under the Securities Act.

Additional Covenants

The Indenture will also contain covenants with respect to the following matters: (1) payment of principal, premium and interest; (2) maintenance
of an office or agency in The City of New York; (3) arrangements regarding the handling of money held in trust; (4) maintenance of corporate
existence; (5) payment of taxes and other claims; (6) maintenance of properties; and (7) maintenance of insurance.

Consolidation, Merger, Sale of Assets

The Company will not, in a single transaction or through a series of related transactions, consolidate with or merge with or into any other Person
or sell, assign, convey, transfer, lease or otherwise dispose of all or substantially all of its properties and assets to any Person or group of
Persons, or permit any of its Restricted Subsidiaries to enter into any such transaction or series of transactions, if such transaction or series of
transactions, in the aggregate, would result in a sale, assignment, conveyance, transfer, lease or disposition of all or substantially all of the
properties and assets of the Company and its Restricted Subsidiaries on a Consolidated basis to any other Person or group of Persons, unless at
the time and after giving effect thereto:

(1) either (a) the Company will be the continuing corporation or (b) the Person (if other than the Company) formed by such consolidation or into
which the Company is merged or the Person which acquires by sale, assignment, conveyance, transfer, lease or disposition all or substantially all
of the properties and assets of the Company and its Restricted Subsidiaries on a Consolidated basis (the �Surviving Entity�) will be a corporation
duly organized and validly existing under the laws of the United States of America, any state thereof or the District of Columbia and such Person
expressly assumes, by a supplemental indenture, in a form reasonably satisfactory to the Trustee, all the obligations of the Company under the
Notes and the Indenture and the Registration Rights Agreement, as the case may be, and the Notes and the Indenture and the Registration Rights
Agreement will remain in full force and effect as so supplemented (and any Guarantees will be confirmed as applying to such Surviving Entity�s
obligations);

(2) immediately before and immediately after giving effect to such transaction on a pro forma basis (and treating any Indebtedness not
previously an obligation of the Company or any of its Restricted Subsidiaries which becomes the obligation of the Company or any of its
Restricted Subsidiaries as a result of such transaction as having been incurred at the time of such transaction), no Default or Event of Default
will have occurred and be continuing;

(3) immediately after giving effect to such transaction on a pro forma basis (on the assumption that the transaction occurred on the first day of
the four-quarter period for which financial statements are available
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ending immediately prior to the consummation of such transaction with the appropriate adjustments with respect to the transaction being
included in such pro forma calculation), the Company (or the Surviving Entity if the Company is not the continuing obligor under the Indenture)
could incur $1.00 of additional Indebtedness (other than Permitted Indebtedness) under the provisions of ��Certain Covenants�Limitation on
Indebtedness�;

(4) at the time of the transaction, each Guarantor, if any, unless it is the other party to the transactions described above, will have by
supplemental indenture confirmed that its Guarantee shall apply to such Person�s obligations under the Indenture and the Notes; and

(5) at the time of the transaction, the Company or the Surviving Entity will have delivered, or caused to be delivered, to the Trustee, in form and
substance reasonably satisfactory to the Trustee, an officers� certificate and an opinion of counsel, each to the effect that such consolidation,
merger, transfer, sale, assignment, conveyance, transfer, lease or other transaction and the supplemental indenture in respect thereof comply with
the Indenture and that all conditions precedent therein provided for relating to such transaction have been complied with.

Each Guarantor, if any, will not, and the Company will not permit any Guarantor to, in a single transaction or through a series of related
transactions, consolidate with or merge with or into any other Person (other than the Company or any Guarantor) or sell, assign, convey,
transfer, lease or otherwise dispose of all or substantially all of its properties and assets to any Person or group of Persons (other than the
Company or any Guarantor) or permit any of its Restricted Subsidiaries to enter into any such transaction or series of transactions if such
transaction or series of transactions, in the aggregate, would result in a sale, assignment, conveyance, transfer, lease or disposition of all or
substantially all of the properties and assets of the Guarantor and its Restricted Subsidiaries on a Consolidated basis to any other Person or group
of Persons (other than the Company or any Guarantor), unless at the time and after giving effect thereto:

(1) either (a) the Guarantor will be the continuing entity in the case of a consolidation or merger involving the Guarantor or (b) the Person (if
other than the Guarantor) formed by such consolidation or into which such Guarantor is merged or the Person which acquires by sale,
assignment, conveyance, transfer, lease or disposition all or substantially all of the properties and assets of the Guarantor and its Restricted
Subsidiaries on a Consolidated basis (the �Surviving Guarantor Entity�) will be duly organized and validly existing under the laws of the United
States of America, any state thereof or the District of Columbia and such Person expressly assumes, by a supplemental indenture, in a form
reasonably satisfactory to the Trustee, all the obligations of such Guarantor under its Guarantee of the Notes and the Indenture and the
Registration Rights Agreement and such Guarantee, Indenture and Registration Rights Agreement will remain in full force and effect;

(2) immediately before and immediately after giving effect to such transaction on a pro forma basis, no Default or Event of Default will have
occurred and be continuing; and

(3) at the time of the transaction, such Guarantor or the Surviving Guarantor Entity will have delivered, or caused to be delivered, to the Trustee,
in form and substance reasonably satisfactory to the Trustee, an officers� certificate and an opinion of counsel, each to the effect that such
consolidation, merger, transfer, sale, assignment, conveyance, lease or other transaction and the supplemental indenture in respect thereof
comply with the Indenture and that all conditions precedent therein provided for relating to such transaction have been complied with; provided,
however, that this paragraph shall not apply to any Guarantor whose Guarantee of the Notes is unconditionally released and discharged in
accordance with paragraph (c) under the provisions of �Certain Covenants�Limitation on Issuances of Guarantees of and Pledges for
Indebtedness.�

Notwithstanding the foregoing, (i) any Restricted Subsidiary may consolidate with, merge into or transfer all or part of its properties and assets
to the Company or another Restricted Subsidiary and (ii) the Company may merge with an Affiliate that has no significant assets or liabilities
and was formed solely for the purpose of changing the jurisdiction of organization of the Company in another state of the United States;
provided that, in
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the case of clauses (i) and (ii), (a) so long as the amount of Indebtedness of the Company and its Restricted Subsidiaries is not increased thereby
and (b) the successor Person (in the case of a consolidation, merger or transfer involving the Company or a Guarantor) assumes all the
obligations of the Company or Guarantor, as applicable, under the Registration Rights Agreement, the Indenture and the Notes or its Guarantee,
as the case may be, pursuant to a supplemental indenture in a form reasonably satisfactory to the Trustee.

In the event of any transaction (other than a lease) described in and complying with the conditions listed in the first two paragraphs of this
Section in which the Company or any Guarantor, as the case may be, is not the continuing corporation, the successor Person formed or
remaining or to which such transfer is made shall succeed to, and be substituted for, and may exercise every right and power of, the Company or
such Guarantor, as the case may be, and the Company or any Guarantor, as the case may be, would be discharged (other than in a transaction
that results in the transfer of assets constituting or accounting for less than 95% of the Consolidated assets (as of the last balance sheet date
available to the Company) of the Company or the Consolidated revenue of the Company (as of the last 12-month period for which financial
statements are available)) from all obligations and covenants under the Indenture and the Notes or its Guarantee, as the case may be, and the
Registration Rights Agreement.

Events of Default

An Event of Default will occur under the Indenture if:

(1) there shall be a default in the payment of any interest on any Note when it becomes due and payable, and such default shall continue for a
period of 30 days;

(2) there shall be a default in the payment of the principal of (or premium, if any, on) any Note at its Maturity (upon acceleration, optional or
mandatory redemption, if any, required repurchase or otherwise);

(3)(a) there shall be a default in the performance, or breach, of any covenant or agreement of the Company or any Guarantor under the Indenture
or any Guarantee (other than a default in the performance, or breach, of a covenant or agreement which is specifically dealt with in clause (1),
(2) or in clause (b), (c) or (d) of this clause (3)) and such default or breach shall continue for a period of 30 days after written notice has been
given, by certified mail, (1) to the Company by the Trustee or (2) to the Company and the Trustee by the holders of at least 25% in aggregate
principal amount of the outstanding Notes; (b) there shall be a default in the performance or breach of the provisions described in ��Consolidation,
Merger, Sale of Assets�; (c) the Company shall have failed to make or consummate an Offer in accordance with the provisions of ��Certain
Covenants�Limitation on Sale of Assets�; or (d) the Company shall have failed to make or consummate a Change of Control Offer in accordance
with the provisions of �Purchase of Notes Upon a Change of Control�;

(4) one or more defaults shall have occurred under any of the agreements, indentures or instruments under which the Company, any Guarantor or
any Restricted Subsidiary then has outstanding Indebtedness in excess of $15.0 million, individually or in the aggregate, and either (a) such
default results from the failure to pay such Indebtedness at its stated final maturity or (b) such default or defaults have resulted in the
acceleration of the maturity of such Indebtedness;

(5) any Guarantee shall for any reason cease to be, or shall for any reason be asserted in writing by any Guarantor or the Company not to be, in
full force and effect and enforceable in accordance with its terms, except to the extent contemplated by the Indenture and any such Guarantee;

(6) one or more judgments, orders or decrees of any court or regulatory or administrative agency for the payment of money in excess of $15.0
million, either individually or in the aggregate, shall be rendered against the Company, any Guarantor or any Restricted Subsidiary or any of
their respective properties and shall not be discharged or fully bonded and there shall have been a period of 60 consecutive days during which a
stay of enforcement of such judgment or order, by reason of an appeal or otherwise, shall not be in effect and the Company is not making
payments or complying with its obligations entered into in connection with such judgment, order or decree;
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(7) any holder or holders of at least $15.0 million in aggregate principal amount of Indebtedness of the Company, any Guarantor or any
Restricted Subsidiary after a default under such Indebtedness shall notify the Trustee of the sale or disposition of any assets of the Company, any
Guarantor or any Restricted Subsidiary that have been pledged to or for the benefit of such holder or holders to secure such Indebtedness or shall
commence proceedings, or take any action (including by way of set-off), to retain in satisfaction of such Indebtedness or to collect on, seize,
dispose of or apply in satisfaction of Indebtedness, assets of the Company, any Guarantor or any Restricted Subsidiary (including funds on
deposit or held pursuant to lock-box and other similar arrangements);

(8) there shall have been the entry by a court of competent jurisdiction of (a) a decree or order for relief in respect of the Company, any
Guarantor or any Significant Subsidiary in an involuntary case or proceeding under any applicable Bankruptcy Law or (b) a decree or order
adjudging the Company, any Guarantor or any Significant Subsidiary bankrupt or insolvent, or seeking reorganization, arrangement, adjustment
or composition of or in respect of the Company, any Guarantor or any Significant Subsidiary under any applicable federal or state law, or
appointing a custodian, receiver, liquidator, assignee, trustee, sequestrator (or other similar official) of the Company, any Guarantor or any
Significant Subsidiary or of any substantial part of their respective properties, or ordering the winding up or liquidation of their affairs, and any
such decree or order for relief shall continue to be in effect, or any such other decree or order shall be unstayed and in effect, for a period of 60
consecutive days; or

(9)(a) the Company, any Guarantor or any Significant Subsidiary commences a voluntary case or proceeding under any applicable Bankruptcy
Law or any other case or proceeding to be adjudicated bankrupt or insolvent,

(b) the Company, any Guarantor or any Significant Subsidiary consents to the entry of a decree or order for relief in respect of the Company,
such Guarantor or such Significant Subsidiary in an involuntary case or proceeding under any applicable Bankruptcy Law or to the
commencement of any bankruptcy or insolvency case or proceeding against it,

(c) the Company, any Guarantor or any Significant Subsidiary files a petition or answer or consent seeking reorganization or relief under any
applicable federal or state law,

(d) the Company, any Guarantor or any Significant Subsidiary (1) consents to the filing of such petition or the appointment of, or taking
possession by, a custodian, receiver, liquidator, assignee, trustee, sequestrator or similar official of the Company, any Guarantor or such
Significant Subsidiary or of any substantial part of their respective properties, (2) makes an assignment for the benefit of creditors or (3) admits
in writing its inability to pay its debts generally as they become due or

(e) the Company, any Guarantor or any Significant Subsidiary takes any corporate action in furtherance of any such actions in this clause (9).

If an Event of Default (other than as specified in clauses (8) and (9) of the prior paragraph with respect to the Company or a Guarantor) shall
occur and be continuing with respect to the Indenture, the Trustee or the holders of not less than 25% in aggregate principal amount of the Notes
then outstanding may, and the Trustee at the request of such holders shall, declare all unpaid principal of, premium, if any, and accrued interest
on all Notes to be due and payable immediately, by a notice in writing to the Company (and to the Trustee if given by the holders of the Notes)
and upon any such declaration, such principal, premium, if any, and interest shall become due and payable immediately. If an Event of Default
specified in clause (8) or (9) of the prior paragraph with respect to the Company or a Guarantor occurs and is continuing, then all the Notes shall
ipso facto become and be due and payable immediately in an amount equal to the principal amount of the Notes, together with accrued and
unpaid interest, if any, to the date the Notes become due and payable, without any declaration or other act on the part of the Trustee or any
holder. Thereupon, the Trustee may, at its discretion, proceed to protect and enforce the rights of the holders of Notes by appropriate judicial
proceedings.

49

Edgar Filing: ADVANCED MEDICAL OPTICS INC - Form 10-K

Table of Contents 70



Table of Contents

After a declaration of acceleration, but before a judgment or decree for payment of the money due has been obtained by the Trustee, the holders
of a majority in aggregate principal amount of Notes outstanding by written notice to the Company and the Trustee may rescind and annul such
declaration and its consequences if:

(a) the Company has paid or deposited with the Trustee a sum sufficient to pay (1) all sums paid or advanced by the Trustee under the Indenture
and the reasonable compensation, expenses, disbursements and advances of the Trustee, its agents and counsel, (2) all overdue interest on all
Notes then outstanding, (3) the principal of, and premium, if any, on any Notes then outstanding which have become due otherwise than by such
declaration of acceleration and interest thereon at the rate borne by the Notes and (4) to the extent that payment of such interest is lawful, interest
upon overdue interest at the rate borne by the Notes;

(b) the rescission would not conflict with any judgment or decree of a court of competent jurisdiction; and

(c) all Events of Default, other than the non-payment of principal of, premium, if any, and interest on the Notes which have become due solely
by such declaration of acceleration, have been cured or waived as provided in the Indenture.

No such rescission shall affect any subsequent default or impair any right consequent thereon.

The holders of not less than a majority in aggregate principal amount of the Notes outstanding may on behalf of the holders of all outstanding
Notes waive any past default under the Indenture and its consequences, except a default (1) in the payment of the principal of, premium, if any,
or interest on any Note (which may only be waived with the consent of each holder of Notes affected) or (2) in respect of a covenant or
provision which under the Indenture cannot be modified or amended without the consent of the holder of each Note affected by such
modification or amendment.

No holder of any of the Notes has any right to institute any proceedings with respect to the Indenture or any remedy thereunder, unless the
holders of at least 25% in aggregate principal amount of the outstanding Notes have made written request, and offered reasonable indemnity, to
the Trustee to institute such proceeding as Trustee under the Notes and the Indenture, the Trustee has failed to institute such proceeding within
15 days after receipt of such notice and the Trustee, within such 15-day period, has not received directions inconsistent with such written request
by holders of a majority in aggregate principal amount of the outstanding Notes. Such limitations do not, however, apply to a suit instituted by a
holder of a Note for the enforcement of the payment of the principal of, premium, if any, or interest on such Note on or after the respective due
dates expressed in such Note.

The Company is required to notify the Trustee within five business days of the occurrence of any Default. The Company is required to deliver to
the Trustee, on or before a date not more than 60 days after the end of each fiscal quarter and not more than 120 days after the end of each fiscal
year, a written statement as to compliance with the Indenture, including whether or not any Default has occurred. The Trustee is under no
obligation to exercise any of the rights or powers vested in it by the Indenture at the request or direction of any of the holders of the Notes unless
such holders offer to the Trustee security or indemnity satisfactory to the Trustee against the costs, expenses and liabilities which might be
incurred thereby.

The Trust Indenture Act contains limitations on the rights of the Trustee, should it become a creditor of the Company or any Guarantor, if any, to
obtain payment of claims in certain cases or to realize on certain property received by it in respect of any such claims, as security or otherwise.
The Trustee is permitted to engage in other transactions, but if it acquires any conflicting interest it must eliminate such conflict upon the
occurrence of an Event of Default or else resign.
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Defeasance or Covenant Defeasance of Indenture

The Company may, at its option and at any time, elect to have the obligations of the Company, any Guarantor and any other obligor upon the
Notes discharged with respect to the outstanding Notes (�defeasance�). Such defeasance means that the Company, any such Guarantor and any
other obligor under the Indenture shall be deemed to have paid and discharged the entire Indebtedness represented by the outstanding Notes,
except for:

(1) the rights of holders of such outstanding Notes to receive payments in respect of the principal of, premium, if any, and interest on such Notes
when such payments are due;

(2) the Company�s obligations with respect to the Notes concerning issuing temporary Notes, registration of Notes, mutilated, destroyed, lost or
stolen Notes, and the maintenance of an office or agency for payment and money for security payments held in trust;

(3) the rights, powers, trusts, duties and immunities of the Trustee; and

(4) the defeasance provisions of the Indenture. In addition, the Company may, at its option and at any time, elect to have the obligations of the
Company and any Guarantor released with respect to certain covenants that are described in the Indenture (�covenant defeasance�) and thereafter
any omission to comply with such obligations shall not constitute a Default or an Event of Default with respect to the Notes. In the event
covenant defeasance occurs, certain events (not including non-payment, bankruptcy and insolvency events) described under ��Events of Default�
will no longer constitute an Event of Default with respect to the Notes.

In order to exercise either defeasance or covenant defeasance,

(a) the Company must irrevocably deposit with the Trustee, in trust, for the benefit of the holders of the Notes cash in United States dollars, U.S.
Government Obligations (as defined in the Indenture), or a combination thereof, in such amounts as will be sufficient, in the opinion of a
nationally recognized firm of independent public accountants or a nationally recognized investment banking firm, to pay and discharge the
principal of, premium, if any, and interest on the outstanding Notes on the Stated Maturity (or on any date after May 15, 2013 (such date being
referred to as the �Defeasance Redemption Date�), if at or prior to electing either defeasance or covenant defeasance, the Company has delivered
to the Trustee an irrevocable notice to redeem all of the outstanding Notes on the Defeasance Redemption Date);

(b) in the case of defeasance, the Company shall have delivered to the Trustee an opinion of independent counsel in the United States stating that
(A) the Company has received from, or there has been published by, the Internal Revenue Service a ruling or (B) since the date of the Indenture,
there has been a change in the applicable federal income tax law, in either case to the effect that, and based thereon such opinion of independent
counsel in the United States shall confirm that, the holders of the outstanding Notes will not recognize income, gain or loss for federal income
tax purposes as a result of such defeasance and will be subject to federal income tax on the same amounts, in the same manner and at the same
times as would have been the case if such defeasance had not occurred;

(c) in the case of covenant defeasance, the Company shall have delivered to the Trustee an opinion of independent counsel in the United States
to the effect that the holders of the outstanding Notes will not recognize income, gain or loss for federal income tax purposes as a result of such
covenant defeasance and will be subject to federal income tax on the same amounts, in the same manner and at the same times as would have
been the case if such covenant defeasance had not occurred;

(d) no Default or Event of Default shall have occurred and be continuing on the date of such deposit or insofar as clauses (8) or (9) under the
first paragraph under ��Events of Default� are concerned, at any time during the period ending on the 91st day after the date of deposit;
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(e) such defeasance or covenant defeasance shall not cause the Trustee for the Notes to have a conflicting interest as defined in the Indenture and
for purposes of the Trust Indenture Act with respect to any securities of the Company or any Guarantor;

(f) such defeasance or covenant defeasance shall not result in a breach or violation of, or constitute a Default under, the Indenture or any other
material agreement or instrument to which the Company, any Guarantor or any Restricted Subsidiary is a party or by which it is bound;

(g) such defeasance or covenant defeasance shall not result in the trust arising from such deposit constituting an investment company within the
meaning of the Investment Company Act of 1940, as amended, unless such trust shall be registered under such Act or exempt from registration
thereunder;

(h) the Company will have delivered to the Trustee an opinion of independent counsel in the United States to the effect that after the 91st day
following the date of deposit, the trust funds will not be subject to the effect of any applicable bankruptcy, insolvency, reorganization or similar
laws affecting creditors� rights generally;

(i) the Company shall have delivered to the Trustee an officers� certificate stating that the deposit was not made by the Company with the intent
of preferring the holders of the Notes or any Guarantee over the other creditors of the Company or any Guarantor with the intent of defeating,
hindering, delaying or defrauding creditors of the Company, any Guarantor or others;

(j) no event or condition shall exist that would prevent the Company from making payments of the principal of, premium, if any, and interest on
the Notes on the date of such deposit or at any time ending on the 91st day after the date of such deposit; and

(k) the Company will have delivered to the Trustee an officers� certificate and an opinion of independent counsel, each stating that all conditions
precedent provided for relating to either the defeasance or the covenant defeasance, as the case may be, have been complied with.

Satisfaction and Discharge

The Indenture will be discharged and will cease to be of further effect (except as to surviving rights of registration of transfer or exchange of the
Notes as expressly provided for in the Indenture) as to all outstanding Notes under the Indenture when:

(a) either

(1) all such Notes theretofore authenticated and delivered (except lost, stolen or destroyed Notes which have been replaced or paid or Notes
whose payment has been deposited in trust or segregated and held in trust by the Company and thereafter repaid to the Company or discharged
from such trust as provided for in the Indenture) have been delivered to the Trustee for cancellation; or

(2) all Notes not theretofore delivered to the Trustee for cancellation (a) have become due and payable, (b) will become due and payable at their
Stated Maturity within one year, or (c) are to be called for redemption within one year under arrangements satisfactory to the Trustee for the
giving of notice of redemption by the Trustee in the name, and at the expense, of the Company;

(b) the Company or any Guarantor has irrevocably deposited or caused to be deposited with the Trustee as trust funds in trust an amount in
United States dollars sufficient to pay and discharge the entire indebtedness on the Notes not theretofore delivered to the Trustee for
cancellation, including principal of, premium, if any, and accrued interest at such Maturity, Stated Maturity or redemption date;

(c) the Company or any Guarantor has paid or caused to be paid all other sums payable under the Indenture by the Company and any Guarantor;
and
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(d) the Company has delivered to the Trustee an officers� certificate and an opinion of independent counsel each stating that (1) all conditions
precedent under the Indenture relating to the satisfaction and discharge of such Indenture have been complied with and (2) such satisfaction and
discharge will not result in a breach or violation of, or constitute a default under, the Indenture or any other material agreement or instrument to
which the Company, any Guarantor or any Subsidiary is a party or by which the Company, any Guarantor or any Subsidiary is bound.

Modifications and Amendments

Modifications and amendments of the Indenture may be made by the Company, each Guarantor, if any, and the Trustee with the consent of the
holders of at least a majority in aggregate principal amount of the Notes then outstanding (including consents obtained in connection with a
tender offer or exchange offer for Notes); provided, however, that no such modification or amendment may, without the consent of the holder of
each outstanding Note affected thereby:

(1) change the Stated Maturity of the principal of, or any installment of interest on, or change to an earlier date any redemption date of, or waive
a default in the payment of the principal of, premium, if any, or interest on, any such Note or reduce the principal amount thereof or the rate of
interest thereon or any premium payable upon the redemption thereof, or change the coin or currency in which the principal of any such Note or
any premium or the interest thereon is payable, or impair the right to institute suit for the enforcement of any such payment after the Stated
Maturity thereof (or, in the case of redemption, on or after the redemption date);

(2) after the Company�s obligation to purchase Notes arises thereunder, amend, change or modify in any material respect the obligation of the
Company to make and consummate a Change of Control Offer in the event of a Change of Control or make and consummate an Offer with
respect to any Asset Sale that has been consummated or, after such Change of Control has occurred or such Asset Sale has been consummated,
modify any of the provisions or definitions with respect thereto;

(3) reduce the percentage in principal amount of such outstanding Notes, the consent of whose holders is required for any such supplemental
indenture, or the consent of whose holders is required for any waiver or compliance with certain provisions of the Indenture;

(4) modify any of the provisions relating to supplemental indentures requiring the consent of holders or relating to the waiver of past defaults or
relating to the waiver of certain covenants, except to increase the percentage of such outstanding Notes required for such actions or to provide
that certain other provisions of the Indenture cannot be modified or waived without the consent of the holder of each such Note affected thereby;

(5) except as otherwise permitted under ��Consolidation, Merger, Sale of Assets,� consent to the assignment or transfer by the Company or any
Guarantor of any of its rights and obligations under the Indenture; or

(6) amend or modify any of the provisions of the Indenture relating to the ranking of the Notes or any Guarantee in any manner adverse to the
holders of the Notes or any Guarantee.

Notwithstanding the foregoing, without the consent of any holders of the Notes, the Company, any Guarantor, any other obligor under the Notes
and the Trustee may modify or amend the Indenture:

(1) to evidence the succession of another Person to the Company or a Guarantor, and the assumption by any such successor of the covenants of
the Company or such Guarantor in the Indenture and in the Notes and in any Guarantee in accordance with ��Consolidation, Merger, Sale of
Assets�;

(2) to add to the covenants of the Company, any Guarantor or any other obligor upon the Notes for the benefit of the holders of the Notes or to
surrender any right or power conferred upon the Company or any Guarantor or any other obligor upon the Notes, as applicable, in the Indenture,
in the Notes or in any Guarantee;

53

Edgar Filing: ADVANCED MEDICAL OPTICS INC - Form 10-K

Table of Contents 74



Table of Contents

(3) to cure any ambiguity, or to correct or supplement any provision in the Indenture, the Notes or any Guarantee which may be defective or
inconsistent with any other provision in the Indenture, the Notes or any Guarantee or make any other provisions with respect to matters or
questions arising under the Indenture, the Notes or any Guarantee; provided that, in each case, such provisions shall not adversely affect the
interest of the holders of the Notes;

(4) to comply with the requirements of the Commission in order to effect or maintain the qualification of the Indenture under the Trust Indenture
Act;

(5) to add a Guarantor or co-obligor under the Indenture;

(6) to evidence and provide the acceptance of the appointment of a successor Trustee under the Indenture;

(7) to make any change that would provide any additional rights or benefits to the Holders and that does not adversely affect the legal rights
under the Indenture of any such Holder;

(8) to conform the text of the Indenture or the Notes to any provision of this �Description of the Notes� to the extent that such provision in the
�Description of the Notes� was intended to be a verbatim recitation of a provision of the Indenture or Notes;

(9) to make any amendment to the provisions of the Indenture relating to the transfer and legending of Notes as permitted by the Indenture,
including to facilitate the issuance and administration of the Notes; provided, however, that (i) compliance with the Indenture as so amended
would not result in Notes being transferred in violation of the Securities Act or any applicable securities law and (ii) such amendment does not
adversely affect the rights of Holders to transfer Notes; or

(10) to mortgage, pledge, hypothecate or grant a security interest in favor of the Trustee for the benefit of the holders of the Notes as additional
security for the payment and performance of the Company�s and any Guarantor�s obligations under the Indenture, in any property, or assets,
including any of which are required to be mortgaged, pledged or hypothecated, or in which a security interest is required to be granted to the
Trustee pursuant to the Indenture or otherwise.

The holders of a majority in aggregate principal amount of the Notes outstanding may waive compliance with certain restrictive covenants and
provisions of the Indenture.

Governing Law

The Indenture, the Notes and any Guarantee will be governed by, and construed in accordance with, the laws of the State of New York, without
giving effect to the conflicts of law principles thereof.

Concerning the Trustee

The Indenture contains certain limitations on the rights of the Trustee, should it become a creditor of the Company, to obtain payment of claims
in certain cases, or to realize on certain property received in respect of any such claim as security or otherwise. The Trustee will be permitted to
engage in other transactions; however, if it acquires any conflicting interest, it must eliminate such conflict within 90 days, apply to the
Commission for permission to continue as Trustee with such conflict or resign as Trustee.

The holders of a majority in principal amount of the then outstanding Notes will have the right to direct the time, method and place of
conducting any proceeding for exercising any remedy available to the Trustee, subject to certain exceptions. The Indenture provides that in case
an Event of Default occurs (which has not been cured), the Trustee will be required, in the exercise of its power, to use the degree of care of a
prudent man in the conduct of his own affairs. Subject to such provisions, the Trustee will be under no obligation to exercise any of its rights or
powers under the Indenture at the request of any holder of Notes unless such holder shall have offered to the Trustee security and indemnity
satisfactory to it against any loss, liability or expense.
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Additional Information

Anyone who receives this prospectus may obtain a copy of the Indenture without charge by writing to Ingles Markets, Incorporated, 2913 U.S.
Highway 70 West, Black Mountain, North Carolina 28711, Attention: Chief Financial Officer.

Certain Definitions

Set forth below are certain defined terms used in the Indenture. Reference is made to the Indenture for a full disclosure of all defined terms used
therein, as well as any other capitalized terms used herein for which no definition is provided.

�Acquired Indebtedness� means Indebtedness of a Person (1) existing at the time such Person becomes a Restricted Subsidiary or (2) assumed in
connection with the acquisition of assets from such Person, in each case, other than Indebtedness incurred in connection with, or in
contemplation of, such Person becoming a Restricted Subsidiary or such acquisition, as the case may be. Acquired Indebtedness shall be deemed
to be incurred on the date of the related acquisition of assets from any Person or the date the acquired Person becomes a Restricted Subsidiary, as
the case may be.

�Affiliate� means, with respect to any specified Person: (1) any other Person directly or indirectly controlling or controlled by or under direct or
indirect common control with such specified Person; (2) any other Person that owns, directly or indirectly, 10% or more of any class or series of
such specified Person�s (or any of such Person�s direct or indirect parent�s) Capital Stock or any officer or director of any such specified Person or
other Person or, with respect to any natural Person, any person having a relationship with such Person by blood, marriage or adoption not more
remote than first cousin; or (3) any other Person 10% or more of the Voting Stock of which is beneficially owned or held directly or indirectly
by such specified Person. For the purposes of this definition, �control� when used with respect to any specified Person means the power to direct
the management and policies of such Person, directly or indirectly, whether through ownership of voting securities, by contract or otherwise; and
the terms �controlling� and �controlled� have meanings correlative to the foregoing.

�Applicable Premium� means, with respect to any Note on any applicable redemption date, the greater of (i) 1.0% of the then outstanding principal
amount of such Note and (ii) the excess of:

(a) the present value at such redemption date of the sum of (i) the redemption price of such Note at May 15, 2013 (such redemption price being
set forth in the table appearing above under ��Optional Redemption�) plus (ii) all required interest payments due on such Note through May 15,
2013 (excluding accrued but unpaid interest), such present value to be computed using a discount rate equal to the Treasury Rate as of such
redemption date plus 50 basis points; over

(b) the then outstanding principal amount of such Note.

�Asset Sale� means any sale, issuance, conveyance, transfer, lease or other disposition (including, without limitation, by way of merger,
consolidation or sale and leaseback transaction) (collectively, a �transfer�), directly or indirectly, in one or a series of related transactions, of:

(1) any Capital Stock of any Restricted Subsidiary;

(2) all or substantially all of the properties and assets of any division or line of business of the Company or any Restricted Subsidiary; or

(3) any other properties or assets of the Company or any Restricted Subsidiary other than in the ordinary course of business.

For the purposes of this definition, the term �Asset Sale� shall not include any transfer of properties and assets

(A) that is governed by the provisions described under �Consolidation, Merger, Sale of Assets,�
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(B) that is by the Company to any Guarantor, or by any Guarantor to the Company or any Guarantor in accordance with the terms of the
Indenture including any issuance of Capital Stock,

(C) that would be within the definition of a �Restricted Payment� under the �Limitation on Restricted Payments� covenant and would be permitted to
be made as a Restricted Payment (and shall be deemed a Restricted Payment) under such covenant,

(D) that is of obsolete equipment in the ordinary course of business,

(E) any disposition of Cash Equivalents,

(F) non-exclusive license or sublicense of intellectual property or other intangibles,

(G) surrender or waiver of contract rights or the settlement, release or surrender of contract, tort or other claims of any kind,

(H) to the extent permitted under Section 1031 of the Tax Code, any exchange of like property,

(I) lease, assignment or sublease of any real or personal property in the ordinary course of business, or

(J) the Fair Market Value of which in the aggregate does not exceed $5.0 million in any transaction or series of related transactions.

�Asset Swap� means the exchange by the Company or a Restricted Subsidiary of a portion of its property, business or assets, in the ordinary course
of business, for property, business or assets which, or Capital Stock of a Person all or substantially all of whose assets, are of a type used in the
business of the Company on the date of the Indenture or in a Permitted Business, or a combination of any property, business or assets or Capital
Stock of such a Person and cash or Cash Equivalents.

�Average Life to Stated Maturity� means, as of the date of determination with respect to any Indebtedness, the quotient obtained by dividing
(1) the sum of the products of (a) the number of years from the date of determination to the date or dates of each successive scheduled principal
payment of such Indebtedness multiplied by (b) the amount of each such principal payment by (2) the sum of all such principal payments.

�Bankruptcy Law� means Title 11, United States Bankruptcy Code, as amended, or any similar United States federal or state law or foreign law
relating to bankruptcy, insolvency, receivership, winding up, liquidation, reorganization or relief of debtors or any amendment to, succession to
or change in any such law.

�Capital Lease Obligation� of any Person means any obligation of such Person and its Restricted Subsidiaries on a Consolidated basis under any
capital lease of (or other agreement conveying the right to use) real or personal property which, in accordance with GAAP, is required to be
recorded as a capitalized lease obligation.

�Capital Stock� of any Person means any and all shares, interests, participations, rights in or other equivalents (however designated) of such
Person�s capital stock, other equity interests whether now outstanding or issued after the date of the Indenture, partnership interests (whether
general or limited), limited liability company interests, any other interest or participation that confers on a Person the right to receive a share of
the profits and losses of, or distributions of assets of, the issuing Person, including any Preferred Stock, and any rights (other than debt securities
convertible into Capital Stock), warrants or options exchangeable for or convertible into such Capital Stock.

�Cash Equivalents� means:

(1) any evidence of Indebtedness issued or directly and fully guaranteed or insured by the United States or any agency or instrumentality thereof;
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(2) deposits, certificates of deposit or acceptances of any financial institution that is a member of the Federal Reserve System and whose senior
unsecured debt is rated at least �A-1� by Standard & Poor�s Ratings Services, a division of The McGraw-Hill Companies, Inc. (�S&P�), or at least
�P-1� by Moody�s Investors Service, Inc. (�Moody�s�);

(3) commercial paper with a maturity of 365 days or less issued by a corporation (other than an Affiliate or Subsidiary of the Company)
organized and existing under the laws of the United States of America, any state thereof or the District of Columbia and rated at least �A-1� by
S&P and at least �P-1� by Moody�s;

(4) repurchase agreements and reverse repurchase agreements relating to marketable direct obligations issued or unconditionally guaranteed by
the United States or issued by any agency thereof and backed by the full faith and credit of the United States maturing within 365 days from the
date of acquisition; and

(5) money market funds which invest substantially all of their assets in securities described in the preceding clauses (1) through (4).

�Change of Control� means the occurrence of any of the following events:

(1) any �person� or �group� (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act), other than Permitted Holders, is or becomes
the �beneficial owner� (as defined in Rules 13d-3 and 13d-5 under the Exchange Act, except that a Person shall be deemed to have beneficial
ownership of all shares that such Person has the right to acquire, whether such right is exercisable immediately or only after the passage of time),
directly or indirectly, of Voting Stock entitled to exercise more than 35% of the total voting power of all outstanding Voting Stock of the
Company, provided that the Permitted Holders �beneficially own� (as so defined) Voting Stock entitled to exercise less than 50% of the total
voting power of all outstanding Voting Stock of the Company;

(2) during any period of two consecutive years, individuals who at the beginning of such period constituted the board of directors of the
Company (together with any new directors whose election to such board or whose nomination for election by the stockholders of the Company
was approved by a vote of (a) 66 2/3% of the directors then still in office who were either directors at the beginning of such period or whose
election or nomination for election was previously so approved or (b) the Permitted Holders, provided that immediately following such decision
the Permitted Holders �beneficially own� Voting Stock entitled to exercise at least 50% of the total voting power of all outstanding Voting Stock
of the Company), cease for any reason to constitute a majority of such board of directors then in office;

(3) the Company consolidates with or merges with or into any Person or sells, assigns, conveys, transfers, leases or otherwise disposes of all or
substantially all of its assets to any Person, or any Person consolidates with or merges into or with the Company, in any such event pursuant to a
transaction in which the outstanding Voting Stock of the Company is converted into or exchanged for cash, securities or other property, other
than any such transaction where

(A) the outstanding Voting Stock of the Company is changed into or exchanged for (1) Voting Stock of the surviving corporation which is not
Redeemable Capital Stock or (2) cash, securities and other property (other than Capital Stock of the surviving corporation) in an amount which
could be paid by the Company as a Restricted Payment as described under ��Certain Covenants�Limitation on Restricted Payments� (and such
amount shall be treated as a Restricted Payment subject to the provisions in the Indenture described under ��Certain Covenants�Limitation on
Restricted Payments�) and

(B) immediately after such transaction, no �person� or �group,� other than Permitted Holders, is the beneficial owner (as defined in Rules 13d-3 and
13d-5 under the Exchange Act, except that a person shall be deemed to have beneficial ownership of all securities that such person has the right
to acquire, whether such right is exercisable immediately or only after the passage of time), directly or indirectly, of Voting Stock entitled to
exercise more than 35% of the total voting power of all outstanding Voting Stock of the surviving corporation; or
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(4) the Company is liquidated or dissolved or adopts a plan of liquidation or dissolution other than in a transaction which complies with the
provisions described under ��Consolidation, Merger, Sale of Assets.�

For purposes of this definition, any transfer of an equity interest of an entity that was formed for the purpose of acquiring voting stock of the
Company will be deemed to be a transfer of such portion of such voting stock as corresponds to the portion of the equity of such entity that has
been so transferred.

�Class A Common Stock� means the Company�s Class A Common Stock, $0.05 par value per share.

�Class B Common Stock� means the Company�s Class B Common Stock, $0.05 par value per share.

�Commission� means the Securities and Exchange Commission, as from time to time constituted, created under the Exchange Act, or if at any time
after the execution of the Indenture such Commission is not existing and performing the duties now assigned to it under the Securities Act,
Exchange Act and Trust Indenture Act then the body performing such duties at such time.

�Commodity Price Protection Agreement� means any forward contract, commodity swap, commodity option or other similar financial agreement
or arrangement relating to, or the value which is dependent upon, fluctuations in commodity prices.

�Common Stock� means the Company�s Class A Common Stock and Class B Common Stock.

�Company� means Ingles Markets, Incorporated, a corporation incorporated under the laws of North Carolina, until a successor Person shall have
become such pursuant to the applicable provisions of the Indenture, and thereafter �Company� shall mean such successor Person.

�Consolidated Fixed Charge Coverage Ratio� of any Person means, for any period, the ratio of:

(a) the sum of Consolidated Net Income (Loss), and in each case to the extent deducted in computing Consolidated Net Income (Loss) for such
period, Consolidated Interest Expense, Consolidated Income Tax Expense and Consolidated Non-cash Charges for such period, of such Person
and its Restricted Subsidiaries on a Consolidated basis, all determined in accordance with GAAP, less all non-cash items increasing
Consolidated Net Income for such period and less all cash payments during such period relating to non-cash charges that were added back to
Consolidated Net Income in determining the Consolidated Fixed Charge Coverage Ratio in any prior period to

(b) the sum of Consolidated Interest Expense for such period, cash and non-cash dividends paid on any Redeemable Capital Stock or Preferred
Stock of such Person and its Restricted Subsidiaries during such period,

in each case after giving pro forma effect (as calculated in accordance with Article 11 of Regulation S-X under the Securities Act of 1933 or any
successor provision) to:

(1) the incurrence of the Indebtedness giving rise to the need to make such calculation and (if applicable) the application of the net proceeds
therefrom, including to refinance other Indebtedness, as if such Indebtedness was incurred, and the application of such proceeds occurred, on the
first day of such period;

(2) the incurrence, repayment or retirement of any other Indebtedness by the Company and its Restricted Subsidiaries since the first day of such
period as if such Indebtedness was incurred, repaid or retired at the beginning of such period (other than the incurrence or repayment of
indebtedness in the ordinary course of business for working capital purposes pursuant to any revolving credit agreement);

(3) in the case of Acquired Indebtedness or any acquisition occurring at the time of the incurrence of such Indebtedness, the related acquisition,
assuming such acquisition had been consummated on the first day of such period; and
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(4) any acquisition or disposition by the Company and its Restricted Subsidiaries of any company or any business or any assets out of the
ordinary course of business, whether by merger, stock purchase or sale or asset purchase or sale, or any related repayment of Indebtedness, in
each case since the first day of such period, assuming such acquisition or disposition had been consummated on the first day of such period;

provided that in making such computation, the Consolidated Interest Expense attributable to interest on any Indebtedness computed on a pro
forma basis and (A) bearing a floating interest rate shall be computed as if the rate in effect on the date of computation had been the applicable
rate for the entire period (other than with respect to Indebtedness incurred in the ordinary course of business for working capital purposes
pursuant to any revolving credit agreement) and (B) which was not outstanding during the period for which the computation is being made but
which bears, at the option of such Person, a fixed or floating rate of interest, shall be computed by applying at the option of such Person either
the fixed or floating rate.

�Consolidated Income Tax Expense� of any Person means, for any period, the provision for federal, state, local and foreign income taxes of such
Person and its Consolidated Restricted Subsidiaries for such period as determined in accordance with GAAP.

�Consolidated Interest Expense� of any Person means, without duplication, for any period, the sum of:

(a) the interest expense of such Person and its Restricted Subsidiaries for such period, on a Consolidated basis, including, without limitation,

(1) amortization of debt discount,

(2) the net costs associated with Interest Rate Agreements, Currency Hedging Agreements and Commodity Price Protection Agreements
(including amortization of discounts),

(3) the interest portion of any deferred payment obligation,

(4) all commissions, discounts and other fees and charges owed with respect to letters of credit and bankers acceptance financing, and

(5) accrued interest, plus

(b)(1) the interest component of the Capital Lease Obligations paid, accrued and/or scheduled to be paid or accrued by such Person and its
Restricted Subsidiaries during such period and

(2) all capitalized interest of such Person and its Restricted Subsidiaries, plus

(c) the interest expense under any Guaranteed Debt of such Person and any Restricted Subsidiary to the extent not included under clause (a)(4)
above, whether or not paid by such Person or its Restricted Subsidiaries.

�Consolidated Net Income (Loss)� of any Person means, for any period, the Consolidated net income (or loss) of such Person and its Restricted
Subsidiaries for such period on a Consolidated basis as determined in accordance with GAAP, adjusted, to the extent included in calculating
such net income (or loss), by excluding, without duplication,

(1) all extraordinary gains or losses net of taxes (less all fees and expenses relating thereto),

(2) the portion of net income (or loss) of such Person and its Restricted Subsidiaries on a Consolidated basis allocable to minority interests in
unconsolidated Persons or Unrestricted Subsidiaries to the extent that cash dividends or distributions have not actually been received by such
Person or one of its Consolidated Restricted Subsidiaries,

(3) [Reserved],

(4) any gain or loss, net of taxes, realized upon the termination of any employee pension benefit plan,
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(5) gains or losses, net of taxes (less all fees and expenses relating thereto), in respect of dispositions of assets other than (a) in the ordinary
course of business and (b) other than for purposes of calculating the Restricted Payment Basket, the disposition of real estate outside the
ordinary course of business if either: (i) no shopping center or grocery store was operated on such real estate for a period of 12 months preceding
the date of disposition or (ii) the shopping center or grocery store operated on such real estate has generated an annual net loss in the two
consecutive fiscal years preceding the date of disposition,

(6) the net income of any Restricted Subsidiary to the extent that the declaration of dividends or similar distributions by that Restricted
Subsidiary of that income is not at the time permitted, directly or indirectly, by operation of the terms of its charter or any agreement, instrument,
judgment, decree, order, statute, rule or governmental regulation applicable to that Restricted Subsidiary or its stockholders,

(7) any restoration to net income of any contingency reserve, except (a) to the extent provision for such reserve was made out of income accrued
at any time following the date of the Indenture and (b) the contingency reserve for contingent income tax liabilities not to exceed $2.0 million in
the aggregate, or

(8) any net gain arising from the acquisition of any securities or extinguishment, under GAAP, of any Indebtedness of such Person.

�Consolidated Non-cash Charges� of any Person means, for any period, the aggregate depreciation, amortization and other non-cash charges of
such Person and its Subsidiaries on a Consolidated basis for such period, as determined in accordance with GAAP (excluding any non-cash
charge which requires an accrual or reserve for cash charges for any future period).

�Consolidated Tangible Assets� of any Person means, at any time, for such Person and its Restricted Subsidiaries on a consolidated basis, an
amount equal to (a) the consolidated assets of the Person and its Restricted Subsidiaries minus (b) all Intangible Assets of the Person and its
Restricted Subsidiaries at that time.

�Consolidation� means, with respect to any Person, the consolidation of the accounts of such Person and each of its subsidiaries if and to the extent
the accounts of such Person and each of its Subsidiaries would normally be consolidated with those of such Person, all in accordance with
GAAP. The term �Consolidated� shall have a similar meaning.

�Currency Hedging Agreements� means one or more of the following agreements which shall be entered into by one or more financial institutions:
foreign exchange contracts, currency swap agreements or other similar agreements or arrangements designed to protect against the fluctuations
in currency values.

�Default� means any event which is, or after notice or passage of time or both would be, an Event of Default.

�Designated Non-cash Consideration� means the fair market value of non-cash consideration received by the Company or any of its Restricted
Subsidiaries in connection with an Asset Sale that is so designated pursuant to an officer�s certificate, setting forth the basis of the valuation. The
aggregate fair market value of the Designated Non-cash Consideration held by the Company or any Restricted Subsidiary at any given time,
taken together with the fair market value at the time of receipt of all other Designated Non-cash Consideration received and still held by the
Company or any Restricted Subsidiary at such time, may not exceed the greater of (x) $20.0 million in aggregate or (y) 2% of the Company�s
Consolidated Tangible Assets, at the time of the receipt of the Designated Non-cash Consideration (with the fair market value being measured at
the time received and without giving effect to subsequent changes in value).

�Disinterested Director� means, with respect to any transaction or series of related transactions, a member of the board of directors of the
Company who does not have any material direct or indirect financial interest in or with respect to such transaction or series of related
transactions.
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�Equity Offering� means any public or private sale of common stock (other than Redeemable Capital Stock) of the Company with gross proceeds
to the Company of at least $25.0 million.

�Exchange Act� means the Securities Exchange Act of 1934, or any successor statute, and the rules and regulations promulgated by the
Commission thereunder.

�Existing Notes� means the Senior Subordinated Notes issued pursuant to that certain Indenture dated as of December 11, 2001 between the
Company and U.S. Bank, N.A., as Trustee.

�Fair Market Value� means, with respect to any asset or property, the sale value that would be obtained in an arm�s-length free market transaction
between an informed and willing seller under no compulsion to sell and an informed and willing buyer under no compulsion to buy. Fair Market
Value shall be determined by the board of directors of the Company acting in good faith and shall be evidenced by a resolution of the board of
directors.

�Generally Accepted Accounting Principles� or �GAAP� means generally accepted accounting principles in the United States, consistently applied,
which are in effect on the date of the Indenture.

�Guarantee� means the guarantee by any Guarantor of the Company�s Indenture Obligations.

�Guaranteed Debt� of any Person means, without duplication, all Indebtedness of any other Person referred to in the definition of Indebtedness
below guaranteed directly or indirectly in any manner by such Person, or in effect guaranteed directly or indirectly by such Person through an
agreement

(1) to pay or purchase such Indebtedness or to advance or supply funds for the payment or purchase of such Indebtedness,

(2) to purchase, sell or lease (as lessee or lessor) property, or to purchase or sell services, primarily for the purpose of enabling the debtor to
make payment of such Indebtedness or to assure the holder of such Indebtedness against loss,

(3) to supply funds to, or in any other manner invest in, the debtor (including any agreement to pay for property or services without requiring
that such property be received or such services be rendered),

(4) to maintain working capital or equity capital of the debtor, or otherwise to maintain the net worth, solvency or other financial condition of the
debtor or to cause such debtor to achieve certain levels of financial performance or

(5) otherwise to assure a creditor against loss;

provided that the term �guarantee� shall not include endorsements for collection or deposit, in either case in the ordinary course of business.

�Guarantor� means any Subsidiary which becomes a guarantor of the Notes after the date of the Indenture by executing a guarantee of the Notes
pursuant to the �Limitation on Liens� covenant or the �Limitation on Issuance of Guarantees of and Pledges for Indebtedness� covenant until a
successor replaces such party pursuant to the applicable provisions of the Indenture and, thereafter, shall mean such successor.

�Holder� means the Person in whose name a Note is registered in the security register.

�Indebtedness� means, with respect to any Person, without duplication,

(1) all indebtedness of such Person for borrowed money or for the deferred purchase price of property or services, excluding any trade payables
and other accrued current liabilities arising in the ordinary course of business, but including, without limitation, all obligations, contingent or
otherwise, of such Person in connection with any letters of credit issued under letter of credit facilities, acceptance facilities or other similar
facilities,
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(2) all obligations of such Person evidenced by bonds, notes, debentures or other similar instruments,

(3) all indebtedness created or arising under any conditional sale or other title retention agreement with respect to property acquired by such
Person (even if the rights and remedies of the seller or lender under such agreement in the event of default are limited to repossession or sale of
such property), but excluding trade payables arising in the ordinary course of business,

(4) all obligations under Interest Rate Agreements, Currency Hedging Agreements or Commodity Price Protection Agreements of such Person,

(5) all Capital Lease Obligations of such Person,

(6) all Indebtedness referred to in clauses (1) through (5) above of other Persons and all dividends of other Persons, the payment of which is
secured by (or for which the holder of such Indebtedness has an existing right, contingent or otherwise, to be secured by) any Lien, upon or with
respect to property (including, without limitation, accounts and contract rights) owned by such Person, even though such Person has not assumed
or become liable for the payment of such Indebtedness,

(7) all Guaranteed Debt of such Person,

(8) all Redeemable Capital Stock issued by such Person valued at the greater of its voluntary or involuntary maximum fixed repurchase price
plus accrued and unpaid dividends,

(9) Preferred Stock of any Restricted Subsidiary of the Company, and

(10) any amendment, supplement, modification, deferral, renewal, extension, refunding or refinancing of any liability of the types referred to in
clauses (1) through (9) above.

For purposes hereof, the �maximum fixed repurchase price� of any Redeemable Capital Stock which does not have a fixed repurchase price shall
be calculated in accordance with the terms of such Redeemable Capital Stock as if such Redeemable Capital Stock were purchased on any date
on which Indebtedness shall be required to be determined pursuant to the Indenture, and if such price is based upon, or measured by, the Fair
Market Value of such Redeemable Capital Stock, such Fair Market Value to be determined in good faith by the board of directors of the issuer
of such Redeemable Capital Stock.

�Indenture Obligations� means the obligations of the Company and any other obligor under the Indenture or under the Notes, including any
Guarantor, to pay principal of, premium, if any, and interest when due and payable, and all other amounts due or to become due under or in
connection with the Indenture, the Notes and the performance of all other obligations to the Trustee and the holders under the Indenture and the
Notes, according to the respective terms thereof.

�Initial Purchasers� means Banc of America Securities LLC, Wachovia Capital Markets, LLC and BB&T Capital Markets, a division of Scott &
Stringfellow, LLC.

�Intangible Assets� means intellectual property, goodwill and other intangible assets, in each case determined in accordance with GAAP.

�Interest Rate Agreements� means one or more of the following agreements which shall be entered into by one or more financial institutions:
interest rate protection agreements (including, without limitation, interest rate swaps, caps, floors, collars and similar agreements) and/or other
types of interest rate hedging agreements from time to time.

�Investment� means, with respect to any Person, directly or indirectly, any advance, loan (including guarantees), or other extension of credit or
capital contribution to (by means of any transfer of cash or other property to others or any payment for property or services for the account or
use of others), or any purchase, acquisition or ownership by such Person of any Capital Stock, bonds, notes, debentures or other securities issued
or owned by any other Person and all other items that would be classified as investments on a balance sheet prepared in accordance with GAAP.
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�Issue Date� means the original issue date of the Notes under the Indenture.

�Lien� means any mortgage or deed of trust, charge, pledge, lien (statutory or otherwise), privilege, security interest, assignment, deposit,
arrangement, easement, hypothecation, claim, preference, priority or other encumbrance upon or with respect to any property of any kind
(including any conditional sale, capital lease or other title retention agreement, any leases in the nature thereof, and any agreement to give any
security interest), real or personal, movable or immovable, now owned or hereafter acquired. A Person will be deemed to own subject to a Lien
any property which it has acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement, Capital Lease
Obligation or other title retention agreement.

�Maturity� means, when used with respect to the Notes, the date on which the principal of the Notes becomes due and payable as therein provided
or as provided in the Indenture, whether at Stated Maturity, the Offer Date or the redemption date and whether by declaration of acceleration,
Offer in respect of Excess Proceeds, Change of Control Offer in respect of a Change of Control, call for redemption or otherwise.

�Net Cash Proceeds� means:

(a) with respect to any Asset Sale by any Person, the proceeds thereof (without duplication in respect of all Asset Sales) in the form of cash or
Cash Equivalents including payments in respect of deferred payment obligations when received in the form of, or stock or other assets when
disposed of for, cash or Equivalents (except to the extent that such obligations are financed or sold with recourse to the Company or any
Restricted Subsidiary) net of

(1) brokerage commissions and other reasonable fees and expenses (including fees and expenses of counsel and investment bankers) related to
such Asset Sale,

(2) provisions for all taxes payable as a result of such Asset Sale,

(3) payments made to retire Indebtedness where payment of such Indebtedness is secured by the assets or properties the subject of such Asset
Sale,

(4) amounts required to be paid to any Person (other than the Company or any Restricted Subsidiary) owning a beneficial interest in the assets
subject to the Asset Sale, and

(5) appropriate amounts to be provided by the Company or any Restricted Subsidiary, as the case may be, as a reserve, in accordance with
GAAP, against any liabilities associated with such Asset Sale and retained by the Company or any Restricted Subsidiary, as the case may be,
after such Asset Sale, including, without limitation, pension and other post-employment benefit liabilities, liabilities related to environmental
matters and liabilities under any indemnification obligations associated with such Asset Sale, all as reflected in an officers� certificate delivered
to the Trustee, and

(b) with respect to any issuance or sale of Capital Stock or options, warrants or rights to purchase Capital Stock, or debt securities or Capital
Stock that have been converted into or exchanged for Capital Stock as referred to under ��Certain Covenants�Limitation on Restricted Payments,�
the proceeds of such issuance or sale in the form of cash or Cash Equivalents including payments in respect of deferred payment obligations
when received in the form of, or stock or other assets when disposed of for, cash or Cash Equivalents (except to the extent that such obligations
are financed or sold with recourse to the Company or any Restricted Subsidiary), net of attorney�s fees, accountant�s fees and brokerage,
consultation, underwriting and other fees and expenses actually incurred in connection with such issuance or sale and net of taxes paid or
payable as a result thereof.

�Pari Passu Indebtedness� means (a) any Indebtedness of the Company that is equal in right of payment to the Notes and (b) with respect to any
Guarantee, Indebtedness which ranks equal in right of payment to such Guarantee.
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�Permitted Business� means the lines of business conducted by the Company and its Restricted Subsidiaries on the date hereof and business
reasonably related, complimentary or ancillary thereto, including reasonably related extensions or expansions thereof.

�Permitted Holders� means (i) Robert P. Ingle; (ii) the spouse, issue, issue�s spouses or grandchildren or other members of the immediate family of
Robert P. Ingle or such other person; (iii) any trusts created for the benefit of the Persons described in clauses (i), (ii) or (iv) or any trust for the
benefit of any such trust; (iv) in the event of the incompetence or death of any of the Persons described in clauses (i) and (ii), such Person�s
estate, executor, administrator, committee or other personal representative or beneficiaries, in each case who at any particular date shall
beneficially own or have the right to acquire, directly or indirectly, Equity Interests of the Company; or (v) the Ingles Markets, Incorporated
Investment/Profit Sharing Plan and Trust.

�Permitted Investment� means:

(1) Investments in the Company or any Guarantor or any Person which, as a result of such Investment, in one transaction or a series of related
transactions, (a) becomes a Guarantor or (b) is merged or consolidated with or into, or transfers or conveys substantially all of its assets to, or is
liquidated into, the Company or any Guarantor;

(2) Indebtedness of the Company or a Restricted Subsidiary described under clauses (5), (6), (7) and (8) of the definition of �Permitted
Indebtedness�;

(3) Investments in any of the Notes;

(4) cash or Cash Equivalents;

(5) [Reserved];

(6) Investments acquired by the Company or any Restricted Subsidiary in connection with an Asset Sale permitted under ��Certain
Covenants�Limitation on Sale of Assets� to the extent such Investments are non-cash proceeds as permitted under such covenant;

(7) Investments in existence on the date of the Indenture;

(8) any Investment in securities or other assets not constituting cash or Cash Equivalents and received in connection with a disposition of assets
(including Asset Sales);

(9) any Investment acquired by the Company or any of its Restricted Subsidiaries:

(a) in exchange for any other Investment or accounts receivable held by the Company or any such Restricted Subsidiary in connection with or as
a result of a bankruptcy, workout, reorganization or recapitalization of such other Person; or

(b) as a result of a foreclosure by the Company or any of its Restricted Subsidiaries with respect to any secured Investment or other transfer of
title with respect to any secured Investment in default;

(10) any permitted hedging obligations;

(11) Investments the payment for which consists of Capital Stock (other than Redeemable Capital Stock) of the Company or a Restricted
Subsidiary;

(12) guarantees of Indebtedness permitted to be incurred under the Indenture;

(13) Investments consisting of purchases and acquisitions of inventory, supplies, material or equipment;

(14) Investments having an aggregate fair market value, taken together with all other Investments made pursuant to this clause that are at that
time outstanding, not to exceed $5.0 million at the time of such Investment (with the fair market value of each Investment being measured at the
time made and without giving effect to subsequent changes in value) in any Person with which the Company or any Restricted Subsidiary has
entered into a licensing, management, franchise, joint venture, consulting or similar agreement on customary terms and conditions;
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(15) loans and advances to officers, directors, managers and employees for business-related travel expenses, moving expenses and other similar
expenses, in each case incurred in the ordinary course of business or consistent with past practices and in compliance with applicable laws;

(16) loans to the Company�s Profit Sharing Plan in accordance with clause (ix) under ��Certain Covenants�Limitation on Transactions with
Affiliates�; and

(17) In addition to Investments pursuant to clauses (1) through (16) above, Investments in the aggregate not to exceed the greater of (a) $25.0
million or (b) 2.5% of Consolidated Tangible Assets, at any one time outstanding.

In connection with any assets or property contributed or transferred to any Person as an Investment, such property and assets shall be equal to
the Fair Market Value (as determined by the Company�s Board of Directors) at the time of Investment.

�Permitted Liens� means the following types of Liens:

(1) Liens for taxes, assessments or governmental charges or claims either (a) not delinquent or (b) contested in good faith by appropriate
proceedings and as to which the Company or its Restricted Subsidiaries shall have set aside on its books such reserves as may be required
pursuant to GAAP;

(2) statutory Liens of landlords and Liens of carriers, warehousemen, mechanics, suppliers, materialmen, repairmen and other Liens imposed by
law incurred in the ordinary course of business for sums not yet delinquent or being contested in good faith, if such reserve or other appropriate
provision, if any, as shall be required by GAAP, shall have been made in respect thereof;

(3) Liens incurred or deposits made in the ordinary course of business in connection with workers� compensation, unemployment insurance and
other types of social security, including any Lien securing letters of credit issued in the ordinary course of business consistent with past practice
in connection therewith, or to secure the performance of tenders, statutory obligations, surety and appeal bonds, bids, leases, government
contracts, performance and return-of-money bonds and other similar obligations (exclusive of obligations for the payment of borrowed money);

(4) judgment Liens not giving rise to an Event of Default so long as such Lien is adequately bonded and any appropriate legal proceedings which
may have been duly initiated for the review of such judgment shall not have been finally terminated or the period within which such proceedings
may be initiated shall not have expired;

(5) easements, rights-of-way, zoning restrictions and other similar charges or encumbrances in respect of real property not interfering in any
material respect with the ordinary conduct of the business of the Company or any of its Restricted Subsidiaries;

(6) any interest or title of a lessor under any Capital Lease Obligation; provided that such Liens do not extend to any property or assets which is
not leased property subject to such Capital Lease Obligation;

(7) Liens upon specific items of inventory or other goods and proceeds of any Person securing such Person�s obligations in respect of bankers�
acceptances issued or created for the account of such Person to facilitate the purchase, shipment or storage of such inventory or other goods;

(8) Liens securing reimbursement obligations with respect to commercial letters of credit which encumber documents and other property relating
to such letters of credit and products and proceeds thereof;

(9) Liens encumbering deposits made to secure obligations arising from statutory, regulatory, contractual, or warranty requirements of the
Company or any of its Restricted Subsidiaries, including rights of offset and set-off;

(10) Liens securing Interest Swap Obligations which Interest Swap Obligations relate to Indebtedness that is otherwise permitted under the
Indenture;

(11) [Reserved];
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(12) Liens securing Acquired Indebtedness incurred in accordance with the �Limitation on Indebtedness� covenant (any Liens securing any
refinancing thereof); provided that:

(a) such Liens secured such Acquired Indebtedness at the time of and prior to the incurrence of such Acquired Indebtedness by the Company or
a Restricted Subsidiary of the Company and were not granted in connection with, or in anticipation of, the incurrence of such Acquired
Indebtedness by the Company or a Restricted Subsidiary of the Company; and

(b) such Liens do not extend to or cover any property or assets of the Company or of any of its Restricted Subsidiaries other than the property or
assets that secured the Acquired Indebtedness prior to the time such Indebtedness became Acquired Indebtedness of the Company or a Restricted
Subsidiary of the Company and are no more favorable to the lienholders than those securing the Acquired Indebtedness prior to the incurrence of
such Acquired Indebtedness by the Company or a Restricted Subsidiary of the Company;

(13) Liens on assets of a Restricted Subsidiary of the Company that is not a Guarantor to secure Indebtedness of such Restricted Subsidiary that
is otherwise permitted under the Indenture;

(14) leases, subleases, licenses and sublicenses granted to others that do not materially interfere with the ordinary cause of business of the
Company and its Restricted Subsidiaries;

(15) banker�s Liens, rights of setoff and similar Liens with respect to cash and Cash Equivalents on deposit in one or more bank accounts in the
ordinary course of business;

(16) Liens arising from filing Uniform Commercial Code financing statements regarding leases;

(17) Liens in favor of customs and revenue authorities arising as a matter of law to secure payments of customs duties in connection with the
importation of goods;

(18) Liens existing as of the Issue Date to the extent and in the manner such Liens are in effect on the Issue Date;

(19) Liens securing the Notes and the Guarantees;

(20) Liens in favor of the Company or a Restricted Subsidiary of the Company on assets of any Restricted Subsidiary of the Company;

(21) Liens securing Indebtedness incurred under clauses (1) and (4) of the definition of Permitted Indebtedness;

(22) Liens securing any refinancing which is incurred to refinance any Indebtedness which has been secured by a Lien permitted under the
Indenture and which has been incurred in accordance with the provisions of the Indenture; provided, however, that such Liens: (i) are no less
favorable to the holders in any material respect and are not more favorable to the lienholders in any material respect with respect to such Liens
than the Liens in respect of the Indebtedness being refinanced; and (ii) do not extend to or cover any property or assets of the Company or any of
its Restricted Subsidiaries whose value exceeds the assets or property which secured the Indebtedness so refinanced; provided, further, that in
the event that the property or assets being secured is not the same property or assets which secured the Indebtedness so refinanced, the Company
shall provide an officers� certificate to the Trustee certifying that the Liens securing such refinancing are in compliance with this clause (22);

(23) Liens securing Indebtedness or other obligations of a Guarantor owing to the Company or another Guarantor permitted to be incurred
pursuant to the Indenture; and

(24) other Liens securing Indebtedness permitted to be incurred in compliance with the Fixed Charge Coverage Ratio test set forth in the first
paragraph of the covenant described under ��Limitation on Indebtedness,� provided that the aggregate principal amount of all obligations secured
pursuant to this clause (24) shall not exceed 15% of Consolidated Tangible Assets at any one time outstanding.
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�Person� means any individual, corporation, limited liability company, partnership, joint venture, association, joint-stock company, trust,
unincorporated organization or government or any agency or political subdivision thereof.

�Preferred Stock� means, with respect to any Person, any Capital Stock of any class or classes (however designated) which is preferred as to the
payment of dividends or distributions, or as to the distribution of assets upon any voluntary or involuntary liquidation or dissolution of such
Person, over the Capital Stock of any other class in such Person.

�Purchase Money Obligation� means any Indebtedness secured by a Lien on assets related to the business of the Company or any Restricted
Subsidiary and any additions and accessions thereto, which are purchased by the Company at any time after the Notes are issued; provided that:

(1) the security agreement or conditional sales or other title retention contract pursuant to which the Lien on such assets is created (collectively a
�Purchase Money Security Agreement�) shall be entered into (a) within 180 days after the purchase or substantial completion of the construction
of such assets or (b) at any time with respect to refinancings of Purchase Money Obligations, and shall at all times be confined solely to the
assets so purchased or acquired, any additions and accessions thereto and any proceeds therefrom, and

(2)(A) the aggregate outstanding principal amount of Indebtedness secured thereby (determined on a per asset basis in the case of any additions
and accessions) shall not at the time such Purchase Money Security Agreement is entered into exceed 100% of the purchase price to the
Company of the assets subject thereto or (B) the Indebtedness secured thereby shall be with recourse solely to the assets so purchased or
acquired, any additions and accessions thereto and any proceeds therefrom.

�Qualified Capital Stock� of any Person means any and all Capital Stock of such Person other than Redeemable Capital Stock.

�Redeemable Capital Stock� means any Capital Stock that, either by its terms or by the terms of any security into which it is convertible or
exchangeable or otherwise, is or upon the happening of an event or passage of time would be, required to be redeemed prior to the final Stated
Maturity of the principal of the Notes or is redeemable at the option of the holder thereof at any time prior to such final Stated Maturity (other
than upon a change of control of or sale of assets by the Company in circumstances where the holders of the Notes would have similar rights), or
is convertible into or exchangeable for debt securities at any time prior to such final Stated Maturity at the option of the holder thereof.

�Registration Rights Agreement� means the Registration Rights Agreement related to the Notes, dated as of the Issue Date, among the Company
and the Initial Purchasers.

�Restricted Subsidiary� means any Subsidiary of the Company that has not been designated by the board of directors of the Company by a board
resolution delivered to the Trustee as an Unrestricted Subsidiary pursuant to and in compliance with the covenant described under �Certain
Covenants �Limitation on Unrestricted Subsidiaries.�

�Securities Act� means the Securities Act of 1933, or any successor statute, and the rules and regulations promulgated by the Commission
thereunder.

�Significant Subsidiary� means any Restricted Subsidiary that would be a �Significant Subsidiary� of the Company within the meaning of Article
1, Rule 1-02 of Regulation S-X, promulgated pursuant to the Securities Act, as such regulation is in effect on the Issue Date.

�Stated Maturity� means, when used with respect to any Indebtedness or any installment of interest thereon, the dates specified in such
Indebtedness as the fixed date on which the principal of such Indebtedness or such installment of interest, as the case may be, is due and payable.
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�Subordinated Indebtedness� means Indebtedness of the Company or a Guarantor subordinated in right of payment to the Notes or a Guarantee, as
the case may be.

�Subsidiary� of a Person means:

(1) any corporation more than 50% of the outstanding voting power of the Voting Stock of which is owned or controlled, directly or indirectly,
by such Person or by one or more other Subsidiaries of such Person, or by such Person and one or more other Subsidiaries thereof, or

(2) any limited partnership of which such Person or any Subsidiary of such Person is a general partner, or

(3) any other Person in which such Person, or one or more other Subsidiaries of such Person, or such Person and one or more other Subsidiaries,
directly or indirectly, has more than 50% of the outstanding partnership or similar interests or has the power, by contract or otherwise, to direct
or cause the direction of the policies, management and affairs thereof.

�Treasury Rate� means, as of the applicable redemption date, the yield to maturity as of such redemption date of constant maturity United States
Treasury securities (as compiled and published in the most recent Federal Reserve Statistical Release H.15 (519) that has become publicly
available at least two Business Days prior to such redemption date (or, if such Statistical Release is no longer published, any publicly available
source of similar market data)) most nearly equal to the period from such redemption date to May 15, 2013; provided, however, that if no
published maturity exactly corresponds with such date, then the Treasury Rate shall be interpolated or extrapolated on a straight-line basis from
the arithmetic mean of the yields for the next shortest and next longest published maturities; provided further, however, that if the period from
such redemption date to May 15, 2013, is less than one year, the weekly average yield on actually traded United States Treasury securities
adjusted to a constant maturity of one year will be used.

�Trust Indenture Act� means the Trust Indenture Act of 1939, or any successor statute.

�Unrestricted Subsidiary� means any Subsidiary of the Company (other than a Guarantor) designated as such pursuant to and in compliance with
the covenant described under �Certain Covenants�Limitation on Unrestricted Subsidiaries.�

�Unrestricted Subsidiary Indebtedness� of any Unrestricted Subsidiary means Indebtedness of such Unrestricted Subsidiary

(1) as to which neither the Company nor any Restricted Subsidiary is directly or indirectly liable (by virtue of the Company or any such
Restricted Subsidiary being the primary obligor on, guarantor of, or otherwise liable in any respect to, such Indebtedness) and

(2) which, upon the occurrence of a default with respect thereto, does not result in, or permit any holder of any Indebtedness of the Company or
any Subsidiary to declare, a default on such Indebtedness of the Company or any Subsidiary or cause the payment thereof to be accelerated or
payable prior to its Stated Maturity; provided that notwithstanding the foregoing any Unrestricted Subsidiary may guarantee the Notes.

�Voting Stock� of a Person means Capital Stock of such Person of the class or classes pursuant to which the holders thereof have the general voting
power in the aggregate under ordinary circumstances to elect at least a majority of the board of directors, managers or trustees of such Person
(irrespective of whether or not at the time Capital Stock of any other class or classes shall have or might have voting power by reason of the
happening of any contingency).

�Wholly Owned Restricted Subsidiary� means a Restricted Subsidiary all the Capital Stock of which is owned by the Company or another Wholly
Owned Restricted Subsidiary (other than directors� qualifying shares).
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CERTAIN U.S. FEDERAL TAX CONSIDERATIONS

The following discussion summarizes the material U.S. federal income tax consequences of an exchange of an outstanding note for a registered
note pursuant to the exchange offer. This discussion does not purport to be a complete analysis of all the potential tax consequences. It is based
on the provisions of the Internal Revenue Code of 1986, as amended (the �Code�), the Treasury regulations promulgated or proposed thereunder,
judicial authority, published administrative positions of the Internal Revenue Service (the �IRS�) and other applicable authorities, all as in effect
on the date of this prospectus, and all of which are subject to change, possibly on a retroactive basis. We have not sought any ruling from the
IRS with respect to the statements made and the conclusions reached in this summary, and there can be no assurance that the IRS will agree with
our statements and conclusions. This summary applies only to a person who holds the outstanding note and the registered note as �capital assets�
within the meaning of section 1221 of the Code (generally, property held for investment).

This summary does not purport to deal with all aspects of U.S. federal income taxation that might be relevant to a particular holder in light of the
holder�s particular circumstances or status, nor does it address considerations applicable to an investor that may be subject to special tax rules,
like a financial institution, tax-exempt organization, pension fund, S corporation, partnership or other pass-through entity or investors in those
entities, regulated investment company, real estate investment trust, insurance company, broker-dealer, dealer or trader in securities or
currencies, a person who holds a note as part of a hedge, straddle, synthetic security, conversion transaction or other risk reduction transaction, a
holder whose �functional currency� is not the U.S. dollar, a person deemed to sell a note under the constructive sale provisions of the Code, a
controlled foreign corporation, a passive foreign investment company, a former citizen or resident of the United States or a taxpayer subject to
the alternative minimum tax. Moreover, the effect of any state, local or non-U.S. tax laws is not discussed.

The exchange of an outstanding note for a registered note pursuant to the exchange offer will not constitute a taxable exchange for U.S. federal
income tax purposes. As a result, (1) you will not recognize taxable gain or loss as a result of exchanging an outstanding note for a registered
note pursuant to the exchange offer, (2) your holding period for a registered note will include your holding period for the outstanding note
exchanged therefor, and (3) your tax basis in the registered note will be the same as your tax basis in the outstanding note exchanged therefor.

THE FOREGOING DISCUSSION DOES NOT PURPORT TO ADDRESS ALL OF THE U.S. FEDERAL INCOME TAX
CONSEQUENCES OF EXCHANGING AN OUTSTANDING NOTE FOR A REGISTERED NOTE OR THE CONSEQUENCES OF
ACQUIRING, HOLDING OR DISPOSING OF AN OUTSTANDING NOTE OR A REGISTERED NOTE THAT MAY BE
RELEVANT TO A PARTICULAR HOLDER IN LIGHT OF HIS PARTICULAR CIRCUMSTANCES OR IN LIGHT OF ANY
SPECIAL RULES TO WHICH HE MAY BE SUBJECT. IF YOU ARE CONSIDERING AN EXCHANGE OF AN OUTSTANDING
NOTE FOR A REGISTERED NOTE, YOU SHOULD CONSULT YOUR OWN TAX ADVISER CONCERNING YOUR TAX
CONSEQUENCES, INCLUDING THE TAX CONSEQUENCES ARISING UNDER U.S. FEDERAL, STATE, LOCAL OR FOREIGN
LAWS.
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PLAN OF DISTRIBUTION

The staff of the SEC has taken the position that any broker-dealer that receives registered notes for its own account in the exchange offer in
exchange for the outstanding notes that were acquired by such broker-dealer as a result of market-making or other trading activities, may be
deemed to be an �underwriter� within the meaning of the Securities Act and must deliver a prospectus meeting the requirements of the Securities
Act in connection with any resale of such registered notes.

Each broker-dealer that receives registered notes for its own account in the exchange offer must acknowledge that it will deliver a prospectus in
connection with any resale of the registered notes. This prospectus, as it may be amended or supplemented from time to time, may be used by a
broker-dealer in connection with resales of registered notes received in exchange for the outstanding notes where the outstanding notes were
acquired as a result of market-making activities or other trading activities. We have agreed that, for a period ending of the earlier of (i)180 days
after the date of this prospectus and (ii) the date on which a broker-dealer is no longer required to deliver a prospectus in connection with
market-making or other trading activities, we will make this prospectus, as amended or supplemented, available to any broker-dealer for use in
connection with any resale.

We will not receive any proceeds from any sale of registered notes by broker-dealers. Registered notes received by broker-dealers for their own
account in the exchange offer may be sold from time to time in one or more transactions in the over-the-counter market, in negotiated
transactions, through the writing of options on the registered notes or a combination of these methods of resale. These resales may be made at
market prices prevailing at the time of resale, at prices related to these prevailing market prices or negotiated prices. Any resale may be made
directly to purchasers or to or through brokers or dealers who may receive compensation in the form of commissions or concessions from any
broker-dealer and/or the purchasers of any of the registered notes. Any broker-dealer that resells registered notes that were received by it for its
own account in the exchange offer and any broker or dealer that participates in a distribution of the registered notes may be deemed to be an
�underwriter� within the meaning of the Securities Act, and any profit on the resale of registered notes and any commission or concessions
received by those persons may be deemed to be underwriting compensation under the Securities Act. Any such broker-dealer must comply with
the registration and prospectus delivery requirements of the Securities Act in connection with any resale transaction, including the delivery of a
prospectus that contains information with respect to any selling holder required by the Securities Act in connection with any resale of the
registered notes. By delivering a prospectus, however, a broker-dealer will not be deemed to admit that it is an underwriter within the meaning of
the Securities Act.

Furthermore, any broker-dealer that acquired any of its outstanding notes directly from us:

� may not rely on the applicable interpretation of the staff of the SEC�s position contained in Exxon Capital Holdings Corp., SEC
no-action letter (April 13, 1988), Morgan, Stanley & Co. Inc., SEC no-action letter (June 5, 1991) and Shearman & Sterling, SEC
no-action letter (July 2, 1993); and

� must comply with the registration and prospectus delivery requirements of the Securities Act in connection with any resale of the
registered notes.

We have agreed to pay all expenses incident to the performance of our obligations in relation to the exchange offer (including the expenses of
one counsel for the holders of the outstanding notes) other than commissions or concessions of any brokers or dealers. We will indemnify the
holders of the registered notes against certain liabilities, including liabilities under the Securities Act.
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LEGAL MATTERS

The validity of the registered notes offered hereby will be passed upon by Greenberg Traurig, LLP, Atlanta, Georgia.

EXPERTS

The consolidated financial statements of Ingles Markets, Incorporated appearing in Ingles Markets, Incorporated�s Annual Report (Form 10-K)
for the year ended September 27, 2008 (including the schedule appearing therein), and the effectiveness of Ingles Markets, Incorporated�s
internal control over financial reporting as of September 27, 2008 have been audited by Ernst & Young LLP, independent registered public
accounting firm, as set forth in their reports thereon, appearing therein, and incorporated herein by reference. Such consolidated financial
statements and schedule as of September 27, 2008 are incorporated herein by reference in reliance upon such reports given on the authority of
such firm as experts in accounting and auditing.
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INGLES MARKETS, INCORPORATED

$575,000,000

OFFER TO EXCHANGE

Outstanding

8 7/8% Senior Notes due 2017

for

Registered

8 7/8% Senior Notes due 2017

PROSPECTUS

            , 2009

We have not authorized any dealer, sales representative or any other person to give any information or to make any representations not
contained in this prospectus or the accompanying letter of transmittal. This prospectus and the accompanying letter of transmittal do
not offer to sell or buy any securities in any jurisdiction where it is unlawful.
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PART II

INFORMATION NOT REQUIRED IN THE PROSPECTUS

ITEM 20. INDEMNIFICATION OF OFFICERS AND DIRECTORS
The Company�s Amended and Restated By-Laws provide that the Company has the power to indemnify any present or former director, officer,
employee or agent or any person who has served or is serving in such capacity at the request of the Company in any other corporation,
partnership, joint venture, trust or other enterprise or as a trustee or administrator under an employee benefit plan, with respect to any liability or
litigation expenses resulting from any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or
investigative (other than an action by or in the right of the Company), including reasonable attorneys� fees, incurred by any such person to the
extent and upon the terms and conditions provided by law. To the extent and upon the terms and conditions provided by law, the Company shall
indemnify any and all of its officers and directors against such liability and litigation expense, including reasonable attorneys� fees, arising out of
their status as such or their activities in any of the foregoing capacities (excluding, however, liability or litigation expense which any of the
foregoing may incur on account of his activities which were at the time taken known or believed by him to be clearly in conflict with the best
interests of the Company or, with respect to any criminal action or proceeding, unlawful), and such officers and directors shall be entitled to
recover from the Company, and the Company shall pay, all reasonable costs, expenses and attorneys� fees in connection with the enforcement of
rights to indemnification granted under the Company�s Amended and Restated By-Laws. Any person who at any time after the adoption of the
Company�s Amended and Restated By-Laws (i.e., August 29, 2007) serves or has served as either an officer or director for or on behalf of the
Company shall be deemed to be doing or to have done so in reliance upon and inconsideration for the right of indemnification provided in the
Amended and Restated By-Laws. Such right shall inure to the benefit of the legal representatives of any such person and shall not be exclusive
of any other right to which such person may be entitled apart from the Amended and Restated By-Laws. The termination of any action, suit or
proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall not, of itself, create a
presumption that the person did not act in good faith and in a manner which he reasonably believed to be in the best interests of the Company,
and, with respect to any criminal action or proceeding, had reasonable cause to believe that his conduct was unlawful.

In addition, the Company�s Articles of Incorporation, as amended, provide, subject to the requirements set forth therein, that no director shall
have personal liability arising out of an action, whether by or in right of the Company or otherwise, for monetary damages for breach of his
duties as a director; provided, however, that such limitation on liability shall not affect a director�s liability for (i) acts or omissions not made in
good faith that were at the time taken known or believed by him/her to be in conflict with the best interests of the Company, (ii) unlawful
distributions, (iii) transactions from which he/she derived an improper personal benefit or (iv) acts or omissions occurring prior to the
effectiveness of such Articles of Incorporation, as amended (i.e., August 10, 1988). The indemnification provisions of the Company�s Articles of
Incorporation shall not effect any indemnification provision in favor of any director of the Company contained in any by-law, contract or
resolution of the Company.

The Company�s Amended and Restated By-Laws further provide that ultimate determination of the right to indemnification and the amount
thereof may be made, at the option of the person to be indemnified, pursuant to procedure set forth from time to time in such By-Laws or by any
of the following procedures: (i) order of the court or administrative body or agency having jurisdiction of the action, suit or proceeding,
(ii) resolution adopted by a majority vote of a quorum consisting of directors of the Company without counting in such majority or quorum any
directors who were parties to such action, suit or proceeding, or if such a quorum of disinterested directors cannot be obtained, by independent
counsel in a written opinion, (iii) resolution adopted by a majority in interest of the shares of all classes of stock of the Company entitled to vote
at any meeting, or (iv) order of any court having jurisdiction over the Company. Any such determination that a payment by way of indemnity
should be made shall be binding upon the Company. Such right of indemnification shall not be exclusive of any other
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right which such directors and officers of the Company, and the other persons above mentioned, may have or hereafter acquire and, without
limiting the generality of such statement, they shall be entitled to their respective rights of indemnification or reimbursement under any
By-Laws, agreement or vote of the shareholders, their rights under the indemnification provisions of the Amended and Restated By-Laws being
cumulative. These rights of indemnification apply to any member of any committee appointed by the Company�s board of directors as fully as
though such person had been a director, officer or employee of the Company.

The Company�s Amended and Restated By-Laws further provide that expenses incurred by a director, officer, employee or agent in defending a
civil or criminal action, suit or proceeding may be paid by the Company in advance of the final disposition of such action, suit or proceeding if
and as authorized (i) by a majority of the members of the Company�s board of directors who were not parties to such action, (ii) by a majority in
interest of the shares of all classes of stock of the Company entitled to vote at any meeting, (iii) under any charter or By-law provision of the
Company requiring same, or (iv) by any applicable resolution or contract upon receipt of an undertaking by or on behalf of the director, officer,
employee or agent to repay such amount unless it shall ultimately be determined that he is entitled to be indemnified by the Company against
such expenses.

The Company�s Amended and Restated By-Laws expressly provide that its indemnification provisions and the indemnity provided for thereunder
shall extend to the maximum indemnification possible under the laws of the State of North Carolina, and if one or more words, phrases, clauses,
sentences or sections of such indemnification provisions should be held unenforceable for any reason, all of the remaining portions of such
provisions shall remain in full force and effect.

The Company�s Amended and Restated By-laws further provide that the Company has the power to purchase and maintain insurance on behalf of
any person who is or was a director, officer, employee or agent of the Company, or is or was serving at the request of the Company as a director,
officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise or as a trustee or administrator under an
employee benefit plan against any liability asserted against him and incurred by him in any such capacity, or arising out of his status as such,
whether or not the Company would have the power to indemnify him against such liability.

The Company has obtained primary and excess insurance policies insuring the directors and officers of the Company and its subsidiaries against
certain liabilities they may incur in their capacity as directors and officers. Under such policies, the insurer, on behalf of the Company, may also
pay amounts for which the Company has granted indemnification to the directors or officers.

These indemnification provisions are consistent with North Carolina�s statutory indemnification provided for in Sections 55-8-51, 55-8-52,
55-8-54, 55-8-55, 55-8-56 and 55-8-57 of the North Carolina Business Corporation Act.
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ITEM 21. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Exhibits:

Exhibit
Number Description

3.1 Articles of Incorporation of Ingles Markets, Incorporated (included as Exhibit 3.1 to Ingles Markets, Incorporated�s Registration
Statement on Form S-1, File No. 33-23919, previously filed with the SEC and incorporated herein by this reference).

3.2 Articles of Amendment to Articles of Incorporation of Ingles Markets, Incorporated (included as Exhibit 3.3 to Ingles Markets,
Incorporated�s Annual Report on Form 10-K for the fiscal year ended September 25, 2004, File No. 0-14706, previously filed
with the SEC and incorporated herein by this reference).

3.3 Amended and Restated By-Laws of Ingles Markets, Incorporated (included as Exhibit 99.1 to Ingles Markets, Incorporated�s
Current Report on Form 8-K, File No. 0-14706, previously filed with the SEC on August 30, 2007 and incorporated herein by
this reference).

4.1 Indenture, dated as of May 12, 2009, between Ingles Markets, Incorporated and U.S. Bank, National Association, as Trustee,
governing the 8 7/ 8% Senior Notes Due 2017, including the form of unregistered 8 7/8% Senior Note Due 2017 (included as
Exhibit 4.1 to Ingles Markets, Incorporated�s Current Report on Form 8-K, File No. 0-14706, previously filed with the SEC on
May 15, 2009 and incorporated herein by this reference).

4.2 Registration Rights Agreement, dated May 12, 2009, among the Company and Banc of America Securities LLC, Wachovia
Capital Markets, LLC and BB&T, a division of Scott & Stringfellow, LLC (included as Exhibit 4.3 to Ingles Markets,
Incorporated�s Current Report on Form 8-K, File No. 0-14706, previously filed with the SEC on May 15, 2009 and incorporated
herein by this reference).

4.3 Form of Registered 8 7/8% Senior Note due 2017 (included in Exhibit 4.1).

4.4 Credit Agreement, dated as of May 12, 2009, among the Company and the lenders party thereto, , Bank of America, as
administrative agent, swing line lender and l/c issuer, Branch Banking and Trust Company, as syndication agent, Wachovia
Bank, National Association, as documentation agent, and Banc of America Securities LLC, Branch Banking and Trust Company
and Wachovia Capital Markets, LLC, as joint lead arrangers and joint book managers (included as Exhibit 10.1 to Ingles
Markets, Incorporated�s Current Report on Form 8-K, File No. 0-14706, previously filed with the SEC on May 15, 2009 and
incorporated herein by this reference).

*5.1 Opinion of Greenberg Traurig, LLP.

10.1 Loan Agreement between Ingles Markets, Incorporated and Metropolitan Life Insurance Company dated March 21, 1990
(included as Exhibit 19 to Ingles Markets, Incorporated�s Quarterly Report on Form 10-Q for the quarter ended March 31, 1990,
File No. 0-14706, previously filed with the SEC and incorporated herein by this reference).

+10.2 Amended and Restated Ingles Markets, Incorporated Investment/Profit Sharing Plan effective September 29, 2002 (included as
Exhibit 10.11 to Ingles Markets, Incorporated�s Annual Report on Form 10-K for the fiscal year ended September 28, 2002, File
No. 0-14706, previously filed with the SEC and incorporated herein by this reference).

+10.3 First Amendment to the Ingles Markets, Incorporated Investment/Profit Sharing Plan (included as Exhibit 10.3 to Ingles Markets,
Incorporated�s Annual Report on Form 10-K for the fiscal year ended September 27, 2003, File No. 0-14706, previously filed
with the SEC and incorporated herein by reference).
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Exhibit
Number Description
  +10.4 Ingles Markets, Incorporated Non-qualified Plan (included as Exhibit 10.5 to Ingles Markets, Incorporated�s Annual Report on

Form 10-K for the fiscal year ended September 24, 2005, File No. 0-14706, previously filed with the SEC and incorporated
herein by this reference).

**12.1 Statement of Computation of Ratio of Earnings to Fixed Charges.

    21.1 Subsidiaries of Ingles Markets, Incorporated (included as Exhibit 21.1 to Ingles Markets, Incorporated�s Annual Report on
Form 10-K for the fiscal year ended September 27, 2008, File No. 0-14706, previously filed with the SEC and incorporated
herein by this reference).

  *23.1 Consent of Ernst & Young LLP.

  *23.2 Consent of Greenberg Traurig, LLP (included in Exhibit 5.1).

**24.1 Power of Attorney. (included on signature page to this Registration Statement)

**25.1 Form T-1 Statement of Eligibility for Trustee under Indenture.

**99.1 Form of Letter of Transmittal with respect to Exchange Offer.

**99.2 Form of Notice of Guaranteed Delivery.

**99.3 Form of Letter to Clients

**99.4 Form of Letter to Brokers, Dealers, Commercial Banks, Trust Companies and other Nominees

* Exhibits filed with this Registration Statement.
+ Management contract or compensatory plan or arrangement.
** Previously filed.
(b) Financial Statement Schedules:

No financial statement schedules are filed because the required information is not applicable or is included in the consolidated financial
statements or related notes.

ITEM 22. UNDERTAKINGS
1. Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the
registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange
Commission such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a
claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or
controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director, officer or controlling
person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by
controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as
expressed in the Act and will be governed by the final adjudication of such issue.

2. The undersigned registrant hereby undertakes:

To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:

(i) To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration
statement. Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered
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would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price
represent no more than 20 percent change in the maximum aggregate offering price set forth in the �Calculation of Registration Fee� table in the
effective registration statement.

(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement;

3. That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to be
a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.

4. To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering.

5. The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of
the registrant�s annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an
employee benefit plan�s annual report pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the
registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.

6. The undersigned registrant hereby undertakes to respond to requests for information that is incorporated by reference into the prospectus
pursuant to Item 4, 10(b), 11, or 13 of this form, within one business day of receipt of such request, and to send the incorporated documents by
first class mail or other equally prompt means. This includes information contained in documents filed subsequent to the effective date of the
registration statement through the date of responding to the request.

7. That, for purposes of determining liability under the Securities Act of 1933 to any purchaser, each prospectus filed pursuant to Rule 424(b) as
part of the registration statement relating to an offering, other than registration statements relying on Rule 430B or other than prospectuses filed
in reliance on Rule 430A, shall be deemed to be part of and included in the registration statement as of the date it is first used after effectiveness.
Provided, however, that no statement made in a registration statement or prospectus that is part of the registration statement or made in a
document incorporated or deemed incorporated by reference into the registration statement or prospectus that is part of the registration statement
will, as to a purchaser with a time of contract of sale prior to such first use, supersede or modify any statement that was made in the registration
statement or prospectus that was part of the registration statement or made in any such document immediately prior to such date of first use.

8. That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial distribution of the
securities: The undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this registration
statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to such purchaser
by means of any of the following communications, the undersigned registrant will be a seller to the purchaser and will be considered to offer or
sell such securities to such purchaser:

(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule 424;

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the
undersigned registrant;
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(iii) The portion of any other free writing prospectus relating to the offering containing material information about the undersigned registrant or
its securities provided by or on behalf of the undersigned registrant; and

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

9. To supply by means of a post-effective amendment all information concerning a transaction, and the company being acquired involved
therein, that was not the subject of and included in the registration statement when it became effective.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, Ingles Markets, Incorporated has duly caused this Pre-Effective Amendment No. 1 to
the Registration Statement on Form S-4 to be signed on its behalf by the undersigned, hereunto duly authorized, in the City of Black Mountain,
North Carolina, on the 1st day of July, 2009.

INGLES MARKETS, INCORPORATED

By: /s/    RONALD B. FREEMAN        

Ronald B. Freeman
Vice President-Finance and Chief Financial Officer

Pursuant to the requirements of the Securities Act of 1933, this Pre-Effective Amendment No. 1 to the Registration Statement has been signed
by the following persons in the capacities and on the dates indicated.

Signature Title Date

/s/    ROBERT P. INGLE        

Robert P. Ingle

Chief Executive Officer (Principal Executive
Officer) and Director

July 1, 2009

/s/    RONALD B. FREEMAN        

Ronald B. Freeman

Vice President-Finance, Chief Financial Officer,
Director (Principal Financial Officer and
Accounting Officer) and Director

July 1, 2009

*

James W. Lanning

President, Chief Operating Officer and Director July 1, 2009

*

Robert P. Ingle, II

Chairman of the Board of Directors July 1, 2009

*

Charles E. Russell

Director July 1, 2009

*

John O. Pollard

Director July 1, 2009

*

Charles L. Gaither

Director July 1, 2009

*

Fred Ayers

Director July 1, 2009

*

Laura Sharp

Director July 1, 2009
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*By: /s/    RONALD B. FREEMAN        

Ronald B. Freeman

as Attorney-in-fact
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INDEX TO EXHIBITS

Exhibit
Number Description

5.1 Opinion of Greenberg Traurig, LLP.

23.1 Consent of Ernst & Young LLP.

23.2 Consent of Greenberg Traurig, LLP. (included in Exhibit 5.1).
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