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I. Introduction

The Federal Trade Commission ("Commission") has accepted, subject to final approval,
an Agreement Containing Consent Orders ("Consent Agreement") from Perrgo Company
("Perrgo") and Paddock Laboratories, Inc. ("Paddock") that is designed to remedy the
anticompetitive effects resulting from Perrgo's acquisition of Paddock. Under the terms of the
proposed Consent Agreement, the companies would be required to divest to Watson
Pharaceuticals, Inc. ("Watson") Paddock's rights and assets necessar to manufactue and
market generic: (1) amonium lactate external cream 12 percent ("amonium lactate cream");
(2) amonium lactate topical lotion 12 percent ("amonium lactate lotion"); (3) ciclopirox
shampoo 1 percent ("ciclopirox shampoo"); and (4) promethazine hydrochloride rectal
suppository 12.5 mg and 25 mg ("promethazine suppository"). The proposed Consent
Agreement also requires the companies to divest to Watson all of Perrigo's rights and assets
necessar to manufactue and market generic clobetasol proprionate spray 0.05 percent

("clobetasol spray") and diclofenac sodium topical solution 1.5 percent ("diclofenac solution").
Furher, the proposed Consent Agreement prohibits the companies from accepting certain
payments under a backup supply agreement between Paddock and Abbott Laboratories
("Abbott") for Androgel, the branded version of testosterone gel 1 percent ("testosterone gel"),
and entering into any "pay-for-delay" arangements with Abbott.

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

Pursuant to a Purchase Agreement dated Januar 20,2011, Perrgo plans to acquire
substantially all of Paddock's assets for $540 millon. The Commission's Complaint alleges that
the proposed acquisition, if consumated, would violate Section 7 ofthe Clayton Act, as
amended, 15 U.S.C. § 18, and Section 5 ofthe FTC Act, as amended, 15 U.S.C. § 45, by
substantially lessening competition in the U.S. markets for the manufacture and sale ofthe
following generic pharaceuticals: (1) amonium lactate cream; (2) amonium lactate lotion;
(3) ciclopirox shampoo; (4) promethazine suppository; (5) clobetasol spray; (6) diclofenac
solution (collectively, the "Products"); and (7) testosterone gel. The proposed Consent
Agreement will remedy the alleged violations in each of these markets.



II. The Products and Structure of the Markets

The proposed acquisition would reduce the number of generic suppliers in six generic





The proposed acquisition also eliminates or delays important futue competition between
Perrgo and Paddock in the u.s. markets for clobetasol spray and diclofenac solution. Perrigo's
and Paddock's independent entry into these markets likely would have resulted in lower prices
for customers. The proposed acquisition would deprive customers of the expected price
decrease that would occur upon the paries' entry into these markets.

Similarly, the proposed acquisition increases the likelihood and degree of coordinated
interaction between Perrgo and Abbott in the u.S. testosterone gel market. Perrigo would
become a par to the ParIPaddock backup supply agreement, thereby enhancing Abbott's and
Perrgo's ability to coordinate to delay the introduction of Perrgo's product. Perrgo's
independent entry into the market likely would result in lower prices for customers. The
proposed acquisition could therefore deprive customers of the expected price decrease that
would ensue upon Perrgo's timely entry into the market.

v. The Consent Agreement

The proposed Consent Agreement effectively remedies the acquisition's anticompetitive
effects in the relevant product markets by requiring a divestitue of the Products to a
Commission-approved acquirer no later than ten days after the acquisition. The acquirer of the
divested assets must receive the prior approval ofthe Commission. The Commission's goal in
evaluating a possible purchaser of divested assets is to maintain the competitive environment
that existed prior to the acquisition.

The Consent Agreement requires that the paries divest rights and assets related to the
Products to Watson. Watson is the third largest generic drg manufactuer in the United States,
and well-situated to manufactue and market the acquired products. Watson has extensive
experience in the development, manufacturng, and distribution of generic pharaceuticals, as
well as experience transferrng assets from other pharaceutical companies. Watson has
approximately 325 active products and an active product development pipeline. Moreover,
Watson's acquisition ofthe divested assets does not in itself present competitive concerns
because Watson does not compete, nor does it have plans to independently enter, any of the
markets affected by the proposed transaction. With its resources, capabilities, strong reputation,
and experience manufactung and marketing generic products, Watson is well-positioned to
replicate the competition that would be lost with the acquisition.

If the Commission ultimately determines that Watson is not an acceptable acquirer of the
assets to be divested, or that the maner ofthe divestitues to Watson is not acceptable, the
paries must unwind the sale and divest the Products within six months ofthe date the Order
becomes final to another Commission-approved acquirer. If the paries fail to divest within six
months, the Commission may appoint a trustee to divest the Product assets.

The proposed remedy contains several provisions to ensure that the divestitues are
successfuL. The Order requires Perrgo and Paddock to provide transitional services to enable
Watson to obtain all of the necessar approvals from the FDA. These transitional services
include technology transfer assistance to manufactue the Products in substantially the same
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