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I. Introduction

The Federal Trade Commission (“Commission”) has accepted, subject to final approval,
an Agreement Containing Consent Order (“Consent Agreement”) from Valeant Pharmaceuticals
International, Inc. (“Valeant”), which is designed to remedy the anticompetitive effects of
Valeant’s acquisition of the Ortho Dermatologics division of Janssen Pharmaceuticals, Inc.
(“Janssen”), a wholly owned subsidiary of Johnson & Johnson.

The proposed Consent Agreement has been placed on the public record for thirty (30)
days for receipt of comments by interested persons. Comments received during this period will
become part of the public record. After thirty (30) days, the Commission will again review the
proposed Consent Agreement and the comments received, and will decide whether it should
withdraw from the proposed Consent Agreement, modify it, or make final the Decision and
Order (“Order™).

Valeant intends to acquire Ortho Dermatologics from Janssen, a Johnson & Johnson
company, in a transaction valued at approximately $345 million. Both parties sell topical
pharmaceuticals in the United States. The Commission’s Complaint alleges that the proposed
acquisition, if consummated, would violate Section 7 of the Clayton Act, as amended, 15 U.S.C.
§ 18, and Section 5 of the FTC Act, as amended, 15 U.S.C. § 45, in the market for tretinoin
emollient cream. The proposed Consent Agreement remedies the loss of competition that would
result from the merger in this market. Specifically, the Consent Agreement requires that Valeant
return the marketing rights to two pharmaceutical products, Refissa, a branded tretinoin
emollient cream, and a generic tretinoin emollient cream, to Spear Pharmaceuticals (“Spear”),
the company that owns both products.

II. The Products and the Structure of the Market

Valeant’s proposed acquisition of Ortho Dermatologics from Johnson & Johnson would
create a monopoly in the market for tretinoin emollient cream. Tretinoin emollient cream is a
topical retinoid cream used for the treatment of fine line wrinkles (retinoids are chemical
compounds derived from Vitamin A, most commonly used in the treatment of acne, but also used
to treat fine line wrinkles). This market includes branded and generic tretinoin emollient cream,
and 1s highly concentrated. Pursuant to a co-marketing agreement between Valeant and Spear
Pharmaceuticals, Valeant markets branded Refissa tretinoin emollient cream as well as a generic
tretinoin emollient cream. Johnson & Johnson’s Renova is the only other tretinoin emollient
cream product on the market. The proposed acquisition would create a monopoly in the market
for tretinoin emollient cream in the United States.



III. Entry

As with most pharmaceutical products, entry into the manufacture and sale of tretinoin
emollient cream is difficult, expensive and time consuming. Developing and obtaining U.S. Food
and Drug Administration (“FDA”) approval for the manufacture and sale of topical
pharmaceuticals takes at least two years due to substantial regulatory, technological and
intellectual property barriers. Moreover, entry is not likely because the relevant market is
relatively small, providing limited sales opportunities relative to the cost of entry for any potential
entrant.

IV. Effects of the Acquisition

The proposed acquisition would cause significant anticompetitive harm in the U.S. market
for tretinoin emollient cream by eliminating actual, direct and substantial competition between
Valeant and Johnson & Johnson. The evidence indicates that the loss of head to head competition
between Renova and the products co-marketed by Valeant ( Refissa and generic tretinoin
emollient cream) would result in higher prices for tretinoin emollient cream.

V. The Consent Agreement

The proposed Consent Agreement would remedy the competitive concerns raised by the
proposed acquisition by requiring that (1) Valeant terminate its agreement with Spear
Pharmaceuticals, returning all its marketing rights to Refissa and generic tretinoin emollient
cream and allowing Spear to take over its role in the market and (2) Valeant and Johnson &
Johnson take steps to ensure that confidential business information relating to Refissa and generic
tretinoin emollient cream will not be obtained or used by Valeant.

The purpose of this analysis is to facilitate public comment on the proposed Consent
Agreement, and it is not intended to constitute an official interpretation of the proposed Consent
Agreement or to modify its terms in any way.



