ANALYSIS OF AGREEMENT CONTAINING CONSENT ORDERS
TO AID PUBLIC COMMENT
In the Matter of Novartis AG, File No. 141-0141, Docket No. C-4498

I. Introduction

The Federal Trade Commission (“Commission’) has accepted, subject to final approval,
an Agreement Containing Consent Orders (“Consent Agreement”) from Novartis AG
(“Novartis™), which is designed to remedy the anticompetitive effects of Novartis’s proposed
consumer healthcare joint venture with GlaxoSmithKline, PLC (“GSK”).



Novartis markets and sells the branded NRT transdermal patch Habitrol. The only other
branded patch is GSK’s NicoDerm CQ. Both companies also market private label versions of
their branded patch. Private label products are competitive with the branded products, but there
is only one other manufacturer of private label patches, Aveva Drug Delivery Systems.
Therefore, without a remedy, the Transaction will consolidate the only two providers of branded
NRT transdermal patches, and two of the three producers of private label NRT transdermal
patches.

1. Entry
Entry into the manufacture and sale of NRT transdermal patches would not be timely,

likely, or sufficient in magnitude, character, and scope to deter or counteract the anticompetitive
effects of the Transaction.



V. The Consent Agreement

The proposed Consent Agreement effectively remedies the Transaction’s anticompetitive
effects in the relevant market. Pursuant to the Consent Agreement, the parties are required to
divest Novartis’s rights and assets related to its U.S. NRT transdermal patch business to Dr.
Reddy’s. Further, the proposed Consent Agreement requires Novartis to assign to Dr. Reddy’s
its contract manufacturing agreements for the divested assets. Finally, Novartis will provide a
short term packaging agreement to Dr. Reddy’s for secondary packaging of the product while Dr.
Reddy’s seeks a contract packager. The parties must accomplish these divestitures and
relinquish their rights no later than ten days after the Transaction is consummated.

Dr. Reddy’s is well positioned to assume Novartis’s role in the NRT transdermal patch
market. Dr. Reddy’s manufactures a wide range of branded and private label OTC products for
sale in the United States, including private label versions of popular allergy and gastrointestinal
products. Thus, Dr. Reddy’s is already a supplier to most major retailers of OTC consumer
healthcare products. In addition, because Novartis will be transferring its existing contract
manufacturing arrangement for its NRT transdermal patches, the divestiture to Dr. Reddy’s will
not require a transfer of manufacturing processes or facilities. Dr. R



