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UNITED STATES CF AMERICA

BEFORE THE EDERAL TRADE COMMISSION

COMMISSIONERS: Jon Leibowitz, Chairman
Edith Ramirez
Julie Brill
Maureen K. Ohlhausen
JoshuaD. Wright

In the Matter of
IDEXX LABORATORIES, INC., DocketNo. C-4383

arporation.

COMPLAINT

Puisuant to the provisions d the Federa Trade Conmission Act, as anended, 15U.S.C.
§ 41et seq.and byvirtue of the athority vested in it bysaid Act, the Ederl Trade
Commgsion (“Commissin”), having reason to deeve that DEXX Labordories, hc.
(“IDEXX” or “Respondet”) has violated Section 5 of theeBeral 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, hereby isaues this Compaint stding its charges a follows:

NATURE OF THE CASE

1. IDEXX has maintained a monopoig the markéefor point-ofcare (“POC”)
diagnastic producs wsal by veterinaianswho treat companion animals (“POCDiagnostic
Products”) through the use of exclu



thred of termination, andx>licit agreements to prevent those top tier distributomirselling
rival POC Diagnostic Produdts tha the distributors would othewise choo to <ll. As aresult,
IDEXX has foreclosed its mmpetitors from distributors thet sdl over 85% of dl products
purchasal through dstribution by companion animal veterinary clinics inthe United Setes.

3. Veternnarans prefer to buy diagrostic products, equipment and suppliesthrough
top tier distributors bscausa other purchasing options are less dficient and more cogdly. As a

result, DEXX's com |tors aresnpeded fom effectively and eficiently markeing competing
POC Diagnostic Prod PRD (XX)T] 17.2800
4, IDEXX’s exclusionarypradices haveblocked ivals from the most eiifient sales

channé IDEXX has used its exusionarypradices to succssfully diminish, margnalize or
force its competitors from the U.S. narket.

5. IDEXX intentionallyengages more distribution than it needausingit to suffer
cettain ineffidencies. Mvetheless, DEXX continues its eglusionaryconduct beausethat
conduct insuates IDEXX from competition from its rivals. Thus IDEXX mantains its
monopolyat the expense of distributors who wouldfprto offer a geder vaiety of POC
Diagnostic Products, and Yarinarans who could bugheger, supgor, and moe convaient
POCDiagnostic Produds.

RESPONDENT

6. RespondentDEXX is a @rpordion organized, exisng and doing busings under
and byvirtue of the lavs of the State dDelaware with its principal place dbusiness located a
Onre IDEXX Drive, Westlrook, Maine. IDEXX develops, manufactures and sdls diagnostic
products and sevices toVeterinaians It has worldwide operationswith 2011 revenues in
excess of $1.2 billion, of which $700 milliavere from sales in the United State®BXX's
United Sttes mmpanion animal diagnostics lusness poduced 2011 revenues d approximately
$644 million.

7. IDEXX’s corebusiness is companion animal diagtics, including POC
instruments and theirleged consuntaes, rapid ssaytest kits (SNAP©dsts), digal
radiography equipment, practice management ftware, and diagnostic sevices through whally
owned ad operged rderencelabordories.

JURISDICTION

8. At all times relevat herén, IDEXX has been, ad is now, a cqroration as
“corporation” is deihed in Section 4 of theTC Act, 15 U.S.C. § 44.
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RELEVANT MARKET

10.  The rdevant produtmarket in which toaluate DEXX’s conduct is the
development, manufacture and sde of POCDiagnastic Produds, and narower relevant markets
ascontained therein (colledively, the “Relevant POC Markets"), including:

A. rapid asaysingleuse test kits; and

B. diagnastic indruments and ther assaiated sngle-useproducs
(“‘consumables”fesiged forin-clinic testingof biologcal samples.

11  Therdevant geographic maket is the48 staes d the continenta United Setes.

12.  Vetelinarians & theprimaryconsumers oPOC Diagostic Products.
Veterinaians use POCDiagnostic Produds o asses he geneaa health of animals and to
identify pahdogies. Veterinarians paform diagnostic testing a veterinary clinics with
instruments or test kits manufactdrend sold byDEXX and its competitors. PO@sting
provides Veterinarians and pe owne's themadical advantage and convenience of dmost-
immediate rsults.

13.  As of 2009, morehan 75% of éteinarians useé POC diagnostic testingeath
year, Veteinarians in the United States phaseapproximately$500 million worth of POC
Diagnostic Produds.

14.  There ae no close substitutesfor POC Diagrostic Products. Although
Vetelinarians an purtiase some dimostic service bysendingspecimens to outside
laboratories, POCtesting provides stte-of-the-art diagnostics. Veterinariansvaue faste resuts,
particulaly when testings associated ith emer@ncies, presurgery, and fordiaghoses of
conditions that mayequirethe Veteinarians to perfom follow-up testingor dispense or
prescibe mediine as soon as possiblites theresults havdeen eceved.

IDEXX HOLDS MONOPOLY POWER IN THE RELEVANT MARKET

15. IDEXX has monopolypowerin the POC Diagostic Products marketDEXX
has the most compnensive set obfferings in the releviat market. DEXX’s shareof the
relevant markéhas bee at least 70% ding each ofthe past five gas (2006-2011). N other
firm had mae than a20% shae of therdevant market in thosesanefive years.

16. IDEXX directly damorstrates its maowopaoly power in the Rdevant POC Markets
by forbiddingits distibutors from arrying any competingproducts, thesbyexcluding DEXX' s
competitors from sdes d thoseproduds o any IDEXX digributor. Because IDEXX has a
dominant positin in the Relevant POC Martkalistributors have no petcal cdhoice but to agge



to cary IDEXX’ s line of produts exclusively. Distributors would prefeto sell competing
products & well as IDEXX produds.

17. IDEXX’s control of distributors means that it fol@ses its competition from
effectivelyand eficiently reachinglarge segnents of the Vierinaran marke, therebyforcing
Vetelinarians to incugreder osts to obtain nonBIEXX products, or to use onPEXX
products.

DISTRIBUT ORS

18. Nealy all Veteinarians puchaseequipment and supplieofn Vetemary
products dstributors. Veterinarians overwhdmingly prefer to buy through dstributors because
of the dficiency and customeservicetheyoffer.

19. Most Veterinarians buy amgority of thar equipment and sypplies from a
preferred dstributor. More than 75% of Veterinarians name Butler Schein Animal Health
(“Butler”), Webster Vetenary Supply Inc. (“Webster”) MWI Veteiinary SupplyCo. (“MWI”),
Midwest Veterinay Sumply, Inc. (“Midwest”), or Victor Medical Company (“Victor”) as their
preferred distributor. Combined, these distributors sell more than 85%yhye, of the
products old to Veterinariansin the United Sttes.

20. IDEXX and other POC Diagpstic Product manudsures use distributors
becaise distributors provide important giees to the manattuer and arethe most effient
way for the maufadurer to diannel theiproducts to Vetenarians. Manufatures who do not
use distributors facmoresignificant obstacle to sales, markieag and deliverythan
manufacturers who usedigributors.

21. IDEXX’s distributors provide betterrseces to their manufeture clients than
other distributors. Those ther sevices @n include, butr@ not limited to, highesales volume,
better skes and inventorgata trasfer more eperienced skes repesenttives, better méet
forecasting, mare timely payments, and more frequent visits © Veterinarian dients

22.  Butler, Webster and MWarerewgnized bymanufatures, distributors and
Veteiinarians a the preeminent companionnémal veterinay supplydistributors in the United
States. Therareno other distributors that providguevalent levels of sgice to manufaturers
and regularly visit Veterinarians in as wide a geographic area as Butler, Webster or MWI.

IDEXX'S CONCERTED ACTION AND EXCLUSIVE DEALING
23 IDEXX has mntracted with its digtributors tosdl IDEXX produds ©
Veteiinarians ad other usex. Eachifm’s contrat states thaClEXX may discontinue providing

a category of producs to the digributor if thedigributor sdls any product, with smadl
[

arminoldestwit acO00 TD ( on)Ti Ir2m0O 0000 TD (s)Ti 4 6800 0 0000 TD (HDTi 33600 (WTi 56400 0 0000 TD ( \WV\Ti 9 000



24. IDEXX'’ s distributors have dearand wdl-founded undestandingthat DEXX
will cut off the supplyof all cateyories of DEXX products and teninate its contraawith the
distributor if the distributor sells or promotes amgmpetingproduct in the Releva POC
Market .

25. IDEXX’s daminant market pasition, its practice of damanding exclusivity, and its
imposiion of an ‘all-or-nothing” policy give distributors of vetenary products poweul
economic inentives that rguire them to ddavith IDEXX on an exclusive basis.

26. IDEXX’s exclusionary acts and practices require competing manufacturers to
settle for Iss effigent means to sell their prodsdo Veterinaans.

ANTICOMP ETIT IVE EFFECTS OF IDEXX’'S CONDUCT

27. IDEXX's conceted ation and exclusionargcts ad pratices eect siguificant
bariiers to entryfor those maufadurers thahave deeloped, would oth&rise havedevelopd,
or offered for sée POC Diagostic Products that would competgh DEXX products.

28.  Theacts and practices of IDEXX as dleged herein have the purpose, capacity,
tendeng, and efect of impairingthe competitive ééctiveness of DEXX’s competitors in the
relevant marke

29. The ats and pretices of DEXX as alleged heein reasonablyappea cgpable of
making a significant contribution to theenhancement or maintenance of IDEXX’s moropoly
power

30. IDEXX’s conduct adversely affects competition and consumers by:

A. reducing theoutput of POCDiagnostic Produds;
B. detering, delayng and impeding theability of IDEXX' s actu&or

potential competitors to enter to expand their sales in the ketrfor
POCDiagnostic Produdts;

C. redugng innovdion; and
D. reducing consume choice anong users of POCDiagnostic Produds.
31. IDEXX's acts and puctices as allegd heein wee intended to,ra have,

restraned competition unfairhand unrasonablyand enhaced omaintained DEXX’s
monopolypower

32. Thereareno legtimate procompetitive &tiendes that justifiDEXX’s conduct
or ouweigh its sibgantial anticompetitive eff ects.



VIOLATION ALLEG ED

33. The ats and pretices ofDEXX, as alleged heein, contribute to the
enhanement or miatenanceof IDEXX’s monopolypower and constitute unfiamethods of
competition in or actingcommere, all in violation of Section 5 of theeBenl Trade
Commssion Act, as anmeled, 15 U.S.C. § 45.

34. Such actsrad pratices, or the féects theref, will continue or ecurin the
absene of gpropriaterelief.

WHEREFORE, THE PREMISES CONSIDERED, the Felerd TradeCommgssion on
this deventh day of February, 2013, issues its mompaint against Respondent.

By the Commis®n, Comnissioner Ohlhauserbataining ad Commssioner Wright not
participating.

Donald S. Clark
Secreary
SEAL



