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UNITED STATES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

COMMISSIONERS: Jon Leibowitz, Chairman
Pamela Jones Harbour
William E. Kovadc
J. Thomas Rosh

)
In the Matter of )
)
TRANSITIONS OPTICAL, INC. ) DocketNo. C-
)
)

a corporation.

COMPLAINT

Puisuant to the provisions d the Federal Trade Commission Act, as anended, 15U.S.C.
§ 41et seq.and byvirtue of the athority vested in it bysaid Act, the Ederl Trade
Commssion (“Commissin”), havzing reason to deeve that Trasitions Opttal, Inc.
(“Transitions” or “Respond#”) has violated Section 5 of theeBenl Trade Commissin Act, 15
U.S.C.8 45, and it appearing to the Conmission that a proceeding by it in respect thereof would
bein the public interest, heeby isaues ths Compaint stding its charges & follows:

NATURE OF THE CASE

1. This action conerns Tansitions’ exclusionargcts ad pratices in the
photochromic lens industryTransitions has improggrmaintained its monopolgowerby
engagng in exclusionaryacts ad pratices, which intude enteing into exclusive ddimg
arrangements that farcloseits rivals from keydistribution channels. Tnaitions’ conduct has
led to highe prices, lower output, @uced innovion and diminisied consunrechoice.

RESPONDENT

2. Respondent Trangtions isa corporation organized, existing and dang business
under and by virtue of thelaws of the Stae of Ddaware, with its principal place of business
located 89251 BécherRoad, Pinellas Park, Florid8782. Transitions develops, maactues
and sdls photochromic treatmentsfor corrective ophthalmic lenses.



JURISDICTION

3. At all times relevat herén, Transitions has baeand is now, aarpordion as
“corporation” is deihed in Section 4 of theTC Act, 15 U.S.C. § 44.

4, The a&ts and pretices ofTransitions, including thacts ad pratices allegd
herein, are in commerce or aff ect commerce in the United Sttes, as “commerce’ is defined in
Section 4 of the FC Act, 15 U.S.C. § 44.

RELEVANT MARKET

5. The rdevant produtmarket is no brader than the deviopment, manufaare and
sde of photochromic treatmentsfor corrective ophthalmic lenses. The rdevant geographic
market is theUnited Sttes.

6. Consumers of coedive ophthalmic lenses fises used in egasses to coect
vision deects) may purchasethoselenses with theoption of an add-on photochromic treatment,
which protets eyes fom harmful ultraviolet UV”) light. A “photochromic lens,br a
corrective ophthbmnic lens with a photochromic taément, will darka when it is exposed to the
UV light present in sunligt, and fale ba& to clearwhen it is removeddm the UV light.

7. Ead year, U.S. consumers purase oughly 76 million pairs of orrective
ophthalmic lenses. In 2008, photochromic lenses represented gpproximately 18-20% of all
corrective ophthamic lens sdes inthe United Sttes, totaling approximately $630 million in
sales at the holesale leel.

8. Thereareno close substitutes for photoohric lenses, and no othgrodud
significantly constrains the pres of photolkromic lenses. Photochromimkes have
charcteistics and uses distinct from those tdar corrective ophthbnic lenses, polarized
lenses (which ae designed toremowe glare), or fixed-tint lenses (e.g, presciption sunglasss).

TRANSITIONS HOLDS MONOPOLY POWER IN THE RELEVANT MARKET

9. Transitions possesses monoppbwerin the releant marké Transitions’ share
of the rdevant maket has ben at leat 80 percet duringead of the pat five yeas. h 2008,
Transitions’ markeshare vas over85 perent.

10.  Significant and lastindbariers makeesntryinto the relevat market diffcult.
These baiers include, but araot limited to: (i) produtdevelopment costs; (ii) péal
requirements (iii ) intdlectud property rights (iv) regulatory requirements and (v) Trangtions’
unfair mehods of competition.

11 Trandtions’ moropoly power is dso demorstrated drectly by its ability to
exclude competitors and to camitprices. Thendicia of Tiansitions’ monopolypowerinclude,
but arenot limited to, the abilityof Transitions:(i) to coecelens caters, which maufadure and
distribute corrective ophthalmic lenses, to accept exclusive dealing arrangements (i) to priceits
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product without regrd to its competitors’ prés; (iii) to impose signifiaat price inceases; and
(iv) to withhold a desir@ product — dow-priced, private I&®el photochromic les — from
consumers in the ited States, even thdugd ransitions supplies it in lo¢r makets.

TRANSITIONS EMPLOY ED UNFAIR METHODS OF COMPETIT ION TO
MAINTAIN ITS MONOPOLY IN THE RELEVANT MARKET

12 Beginning in 1999 and continuing through to today, Trangtions has engaged in
unfair mehods of competition that forkxse keydistribution channels forxesting rivals ad
impede matet entryby potential rivals. Tnasitions has eraged in ats and pratices that, whe
considered individually and collectively, have theeffect of improperly mantaining Transtions’
moropoly power in the rdevant market. Trangtions’ exclusionay actions have caused injury to
competition and to consumers. ansitions’ conduct is likelyo continue to harmanpetition
absent thealief requestd herén, and violates Section 5 of th&@ € Act.

A. The Photochromic éns hdustry

13.  Transitions partms with lens csters to producis photochromic lenses.
Specificdly, lens caters supplyhe coredive ophthalmic lenses to Twaitions, and Transitions
uses poprietary processes togpply paented photochromic dyes a other photochromic maerials
to the lens. Tmasitions hen sells the lensenow photochromic, lo& to the orignal lens caters.
Lens caters ag Transitions’ onlydired customers.

14. Nealy 100 perent of d photochromic lensesra first sold and/or produdeby
lenscastas. Attempts tobypass kens casta's by fabricating photochromic lenses a lower levels
of the supplychain €.g, the wholesle optical laboatories oroptical re¢ailers) hae lagely been
abandoned as uneconomical.

15. Lens caters sell and distribute theglkotochromic lensealongide their clar
corrective ophthalmic lenses. Lenscastas sdl theselenses through two dstribution channels:
wholesaleoptical labor#ories (‘wholesaldabs”) and optical réailers (‘retalers”), ead of which
represent goproximately one hdf of thedownstream maket.

16. Whdesde labssdl ophthdmic lenses, incuding photochromic lenses, to
ophthalmologists, opticians and optometrists (ctillety known as &ye cae practitioners))
who ae not afiliated with retalers. The vinolesale lbs gind the lens amrdingto a lens
presaiption, fit thelensinto an eyeglass fame and ddiver theframewith thefinished lensto
the ey cae piactitioner. h addition to these labdmy functions, a wholgale lab Wl often
employa sals fore to promote spée lenses to ge cae pmactitioners. Photochromicrie
suppliers, such as dinsitions, use wholesaldkand their das fores to marketheir lenses
because wholesde labs are themod efficient meansfor a photochromic lens sypplier to promote
and sell its products to the tens of thousandsddpendet eye cae pmactitioners pescibing
photochromic lenseto consumers.






sde of Trangtions’ products, which can represent up to 40 peacent of alenscaste’s overadl
profit. In aldition, alenscasta’s inability to dfer Trangtions’ photochromic lenses islikely to
jeopardize significant sles d its dear corrective ophthamic lenses & well because many chan
retdlers and wholsale labsdnd their ge cae pctitioner cistomers) prer to buyboth clear
and photoclomic versions of the sz lens.

21. Transitions’ exclusionargcts ad pratices exclude rival suppliers of
photochromic treatmentstha need to partner with lens castas to kring thar produc to market,
such as CorningForexample, no major lensstar has ben willing to sé the Sun®&nsors
plastic photochromic lens sind@eansitions terminated Sigt. Withoutacess to eféctive
distribution, @rninghas bee unable to pose @mpetitive threiato Transitions’ monopolyand
has hed little incentive to invest in research and development to further innovate and improve its
produd. clenss & a



26.  Trangtions’ agreementswith whoesde labsrestrict the ability of rivals to
promote and gktheir photochromic lenseto independentye cae practitioners untiliated
with aretall chan. For examge, Trandgtions hes entered into over 100 agreementswith
wholesde labs including 23 of thetop 30 independent whalesde labs, that require thewholesde
lab to sell Transitions’ lenses &s “prefered” photochomic lens and not to promote any
competing photochromic lens  The anticompetitive impact of thesewholesde lab greementsis
augmented by Trandgtions’ exclusive pdicies with lens castas — & least 3 percent o all
wholesaldabs areowned bylens caters that sell Tresitions’ photochromic lenses on an
exclusive basis As aresut, rival suppliers of photochromic treatni@nigiD §.83.36D64D0AD00BOWhHEHAT]



C. redueng innovdion; and
d. reducing consume choice among competing photochromic lenses.
31  Additionaly, by effectively stifling competition, Trandtions hes keen aleto
refuseto upply its low-priced, private labd photochromic lensin the U.S. market,
natwithstanding considerable consumer demand for such aprodud. Trangtions dfersthis
product forsale outside the United Statekexeit faces more compdion.
32,  There are no legitimate procompetitive efficiendes thet justify Trangtions’
conduct or ouweigh its subgtantial anticompetitive eff ects.

VIOLATION ALLEG ED

33,  Theacts and practices d Respondent, as dleged herein, constitute
monopoliation and unfa methods of compgion in or afecting commercen violation of



