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UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COWM SSI ON

)

In the Matter of )

)

J. C. PENNEY COVPANY, | NC. , )
a corporation; and ) Docket Nos. C- 3721
) C 3722

THRI FT DRUG | NC. , )

a corporation. )

)
COVPLAI NT

The Federal Trade Comm ssion (“Comm ssion”), having reason
to believe that J.C Penney Conpany, Inc., through two wholly-
owned subsi diaries, Qrega Acquisition Corporation and Thrift
Drug, Inc., all subject to the jurisdiction of the Comm ssion,
has agreed to acquire Eckerd Corporation and certain assets of
Rte Ald Corporation, in violation of Section 7 of the d ayton
Act, as anended, 15 U . S.C § 18, and Section 5 of the Federal
Trade Comm ssion Act ("FTC Act"), 15 US C 8 45, and it
appearing to the Coomssion that a proceeding in respect thereof
woul d be in the public interest, hereby issues its Conplaint,
stating its charges as foll ows:

l. DEFI NI TI ON

1. For the purposes of this conplaint, "MA" nmeans
Metropolitan Statistical Area as defined by the United States
Departnment of Conmerce, Bureau of the Census.

1. RESPONDENTS

2. Respondent J.C Penney Conpany, Inc. ("J.C Penney") is
a corporation organi zed, existing, and doi ng busi ness under and
by virtue of the laws of the state of Delaware, with its office
and principal place of business |ocated at 6501 Legacy Drive,
Pl ano, Texas 75024- 3698.

3. Respondent Thrift Drug, Inc. ("Thrift Drug") is a
corporation organi zed, existing, and doi ng busi ness under and by
virtue of the laws of the state of Delaware, with its office and
princi pal place of business |ocated at 615 A pha Dri ve,

Pi ttsburgh, Pennsyl vani a 15238.



4, For purposes of this proceedi ng, Respondents are, and
at all times relevant herein have been, engaged in conmerce as
“comrerce” is defined in Section 1 of the dayton Act, as
amended, 15 U . S.C 8§ 12, and are corporations whose busi nesses
are in or affecting commerce as “commerce” is defined in Section
4 of the FTC Act, as anended, 15 U S. C § 44.

L. THE ACQUI RED COWPANI ES

5. Eckerd Corporation ("Eckerd") is a corporation
organi zed, existing, and doi ng busi ness under and by virtue of
the laws of the state of Delaware, with its office and princi pal
pl ace of business |ocated at 8333 Bryan Dairy Road, Largo,
Fl ori da 34647.

6. Rte Ald Corporation ("Rite Ald") is a corporation
organi zed, existing, and doi ng busi ness under and by virtue of
the laws of the state of Delaware, with its office and princi pal
pl ace of business |ocated at 30 Hunter Lane, Canp HII,

Pennsyl vani a 17011.

7. For purposes of this proceeding, Eckerd and Rte Aid
are, and at all tines relevant herein have been, engaged in
commerce as “commerce” is defined in Section 1 of the A ayton
Act, as anended, 15 U. S.C. § 12, and are corporations whose
busi nesses are in or affecting comrerce as “commerce” is defined
in Section 4 of the FTC Act, as anended, 15 U. S.C § 44.

I V. THE ACQUI SI TI ONS

8. On Cctober 11, 1996, J.C Penney’ s whol | y- owned
subsidiary, Thrift Drug, entered into an Asset Purchase Agreenent
to acquire certain assets of Rite Ald, and on Novenber 2, 1996,
J.C. Penney’s whol | y-owned subsi di ary, QOrega Acquisition
Corporation, entered into an Anrended and Restated Agreenent and
Plan of Merger to acquire Eckerd (collectively “the
Acqui sitions”).

V. THE RELEVANT MARKETS

9. For purposes of this Conplaint, the relevant |ine of
commerce in which to analyze the effect of the Acquisitions is
the retail sale of pharmacy services to third-party payors.

10. For purposes of this Conplaint, the relevant sections
of the country in which to analyze the effect of the Acquisitions
are:

a. the state of North Carolina



b. the Charlotte-Gstonia-Rock HIIl, North Caroli na-
Sout h Carol i na MBA

C. t he G eensboro-Wnston SalemH gh Point, North

Carol i na NMBA;

d. t he Ral ei gh-Durham Chapel HII, North Carolina
MBA: and

e. the Charl eston-North Charl eston, South Carolina
MBA.

11. The relevant nmarkets set forth in Paragraphs 9 and 10
are highly concentrated, whether neasured by Herfi ndahl -
H rschmann Indices (“HH”) or two-firmand four-firm
concentration rati os.

12. Entry into the relevant narkets is difficult or
unlikely to occur at a sufficient scale to deter or counteract
the effect of the Acquisitions described in Paragraph 14.

13. Thrift Drug, Eckerd and Rte Aid are actual conpetitors
in the rel evant narkets.

VI . EFFECT OF THE ACQUI Sl TI ONS

14. The effect of the Acquisitions nay be substantially to
| essen conpetition and to tend to create a nonopoly in the
rel evant markets in violation of Section 7 of the dayton Act, as
anmended, 15 U . S.C 8§ 18, and Section 5 of the Federal Trade
Comm ssion Act, 15 US.C 8 45 in the follow ng ways, anong
ot hers:

a. by elimnating direct actual conpetition between
Thrift Drug, Eckerd and Rte Ad;

b. by increasing the likelihood that Thrift Drug wll
uni l ateral ly exerci se nmarket power; and

C. by increasing the |ikelihood of collusion in the
rel evant markets.

15. Al of the above increase the likelihood that firns in
the relevant nmarkets will increase prices and restrict output
both in the near future and in the long term

VII. VI OLATI ONS CHARGED

16. The acquisition agreenents described in Paragraph 8
constitute violations of Section 5 of the FTC Act, as anended, 15
US C 8§ 45



17. The Acquisitions described in paragraph 8, if
consummat ed, woul d constitute violations of Section 7 of the
A ayton Act, as anmended, 15 U S.C § 18, and Section 5 of the FTC
Act, as anended, 15 U S.C § 45.

| N WTNESS WHERECF, the Federal Trade Conm ssion has caused
this Conplaint to be signed by the Secretary and its official
seal to be affixed, at Washington, D.C this twenty-eighth day of
February, 1997.

By the Comm ssi on.

Donald S. dark
Secretary
SEAL



