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COVPLAI NT

Pursuant to the provisions of the Federal Trade Comm ssion
Act and the O ayton Act, and by virtue of the authority vested in
it by said Acts, the Federal Trade Comm ssion, having reason to
believe that Philip Mrris Conpanies, Inc. ("Philip Mrris”) and
Nabi sco Hol di ngs Corp. (“Nabisco”) have entered into an agreenent
in violation of Section 5 of the Federal Trade Conm ssion Act, as
anmended, 15 U . S.C. 8 45, and that the terns of such agreenent,
were they to be inplenented, would result in a violation of
Section 5 of the Federal Trade Comm ssion Act and Section 7 of
the Cayton Act, 15 U S.C. 8 18, and it appearing to the
Comm ssion that a proceeding in respect thereof would be in the
public interest, hereby issues its Conplaint, stating its charges
as follows:

| . Respondent Philip Mrris

1. Respondent Philip Morris is a corporation organized,
exi sting and doi ng busi ness under and by virtue of the | aws
of the Commonwealth of Virginia, wwth its office and
princi pal place of business |ocated at 120 Park Avenue, New
York, New York 10017-5592.



Respondent Philip Murris is, and at all tines rel evant
herei n has been, anong other things, engaged in the
production, sales, and distribution of food products to
custoners | ocated throughout the United States.

Respondent Philip Mrris, in 1999, had total worldw de sal es
of all products of approximately $79 billion, and United
States sales of all products of approximately $48 billion.

Respondent Philip Murris is, and at all tines rel evant
herei n has been, engaged in commerce, or in activities
affecting comerce, within the meaning of Section 1 of the
Clayton Act, 15 U.S.C. §8 12, and Section 4 of the Federal
Trade Conmi ssion Act, 15 U.S.C. § 44,

1. Respondent Nabi sco

Respondent Nabi sco 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 7 Canpus Drive, Parsippany, New Jersey 07054-
0311.

Respondent Nabisco is, and at all tines rel evant herein has
been, engaged in the manufacture, sale, and distribution of
food products to custoners | ocated throughout the United

St at es.

Respondent Nabi sco, in 1999, had total worldw de sal es of
all products of approximately $8.3 billion, and United
States sales of all products of approximately $5.9 billion.

Respondent Nabisco is, and at all tines rel evant herein has
been, engaged in comerce, or in activities affecting
commerce, within the neaning of Section 1 of the C ayton
Act, 15 U.S.C. § 12, and Section 4 of the Federal Trade
Conmi ssion Act, 15 U.S.C. § 44,

[11. The Proposed AcquisSition

On or about June 25, 2000, Respondents Philip Mrris and
Nabi sco executed an agreenent for Philip Mdrris to acquire
Nabi sco. The value of the proposed acquisition is
approximately $19.4 billion.
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V. Trade and Conmmerce

A Dry-M x Celatin

Dry-m x gelatin is a sugar-based or sugar-free, flavored,
powdered gel atin product that, when conbined with water,
produces a flavored gel atin dessert.

Philip Morris, through its Kraft Foods Inc. subsidiary,
produces and sells Jell-0O brand dry-m x gel atin desserts.

Nabi sco sells Royal and My-T-Fine brands of dry-m x gelatin
desserts. The Royal and My-T-Fine dry-m x gelatin desserts
are produced in Sheboygan, Wsconsin, for Nabisco by Enzo
Pac, Inc., pursuant to a co-packi ng agreenent.

Philip Morris and Nabi sco are the only two significant
sellers of branded dry-m x gelatin desserts in the United
St at es.

Total United States sales (at wholesale) of all dry-mx
gelatin desserts are about $212 mllion.

B. Dry-M x Puddi ng

Dry-m x pudding is a sugar-based or sugar-free powder,
typically made with flour, sweetener, and flavoring, that
when conmbined wwth mlk or water, produces a soft,

t hi ckened, dessert.

Philip Morris, through its Kraft Foods Inc. subsidiary,
produces and sells Jell-0O brand dry-m x puddi ng.

Nabi sco sells Royal and My-T-Fine brands of dry m x puddi ng.
The Royal and My-T-Fine dry-m x puddi ngs are produced in
Sheboygan, Wsconsin, for Nabisco by Enzo Pac, Inc.,
pursuant to a co-packi ng agreenent.

Philip Morris and Nabi sco are the only two significant
sellers of branded dry-m x pudding in the United States.

Total United States sales (at wholesale) of all dry-mx
puddi ng desserts are about $202 mllion.

C. No- Bake Desserts
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No- bake desserts are three-stage dessert mxes (for a crust,
filling, and topping) that, when conbined with mlk or water
and butter or margarine, produce a cheesecake or other
dessert.

Philip Morris, through its Kraft Foods Inc. subsidiary,
produces and sells Jell-0O brand no-bake desserts.

Nabi sco sells the Royal brand of no-bake desserts. The
Royal no-bake desserts are produced in Sheboygan, W sconsin,
for Nabi sco by Enzo-Pac, Inc., pursuant to a co-packing
agreement .

Philip Morris and Nabi sco are the only two significant
sell ers of no-bake desserts.

Total United States sales (at whol esale) of all no-bake
desserts are about $56 nillion.

D. Baki ng Powder

Baki ng powder is a | eavening agent in maki ng baked goods
that consists of a carbonate, an acid substance, and starch
or flour.

Philip Morris, through its Kraft Foods Inc. subsidiary,
produces and sells the Calunet brand of baking powder.

Nabi sco sells the Davis and Fl ei schmann’s brands of baking
powder. Nabi sco produces its baking powders in Exeter
Canada.

Philip Morris and Nabi sco are two of only three significant
sell ers of baking powder in the United States.

Total United States revenues of all baking powder are about
$29 mllion.
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E. | ntense M nts

Intense mnts are strong mnt-flavored candi es such as
Altoids, lIce Breakers, and Cool Blasts, but not including
traditional mnt candies such as Life Savers.

Philip Morris produces and sells the Altoids brand of
intense mnts. Altoids are produced in the United Ki ngdom
by Callard & Bowser - Suchard Inc., a division of Kraft
Foods Inc., which is a subsidiary of Philip Mrris.

Nabi sco sells the Ice Breakers and Cool Bl ast brands of
intense mnts. The mx for Ice Breakers intense mnts is
pre-bl ended for Nabi sco by Beacon Specialty, G and Haven,
M chigan. The mnts are then pressed in Nabisco's Holl and,
M chi gan, plant, and packaged for Nabi sco by Packagi ng
Coor di nators, Phil adel phia, Pennsylvania. Cool Bl ast
intense mnts are manufactured and packaged for Nabisco in
Saltillo, Coahuila, Mexico, by Pissa, pursuant to a co-
packi ng agreenent.

Philip Morris and Nabi sco are two of only three significant
sellers of intense mints in the United States.

Total United States sales (at wholesale) of all intense
mnts are about $250 nillion.

V. The Rel evant Product Markets

The rel evant product markets in which it is appropriate to
assess the effects of the proposed acquisition are as
fol | ows:

(a) the distribution and sale of dry-m x gel atin;

(b) the distribution and sale of dry-m x puddi ng;

(c) the distribution and sal e of no-bake desserts;

(d) the distribution and sal e of baking powder; and

(e) the distribution and sale of intense mnts.

VI. The Rel evant Geoqgraphi c Markets
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The rel evant geographic markets in which it is appropriate
to assess the effects of the proposed acquisition, in each
rel evant market, are:

(a)
(b)

the United States; and

smaller areas within the United States.

VI Concentrati on

The relevant markets are highly concentrated and the
proposed acquisition, if consummated, will substantially
i ncrease that concentration, as follows:

(a)

(b)

(c)

(d)

In the dry-m x gelatin market, Philip Mrris has
approxi mately an 86% share of the nmarket and Nabi sco
has approximately a 6% share. After the acquisition,

the Philip Morris share will increase to approxi mately
92% and it will control virtually all sales of branded
product. The acquisition will increase the Herfindahl -

Hirschman I ndex (“HH ") by nore than 1000 points and
result in market concentration of nore than 8400
poi nts.

In the dry-m x pudding market, Philip Mrris has
approxi mately an 82% share and Nabi sco has
approximately a 9% share. After the acquisition, the

Philip Morris share will increase to approxi mtely 91%
and it wll control virtually all sales of branded
product. The acquisition will increase the HH by nore

than 1400 points and result in market concentration of
nore than 8300 points.

In the no-bake desserts market, Philip Mrris has
approximately a 90% share and Nabi sco has approxi mately
a 6% share. After the acquisition, the Philip Mrris
share will increase to approximtely 96% The
acquisition will increase the HH by nore than 1000
points and result in market concentration of nore than
9200 poi nts.

In the baking powder market, Philip Mrris has
approximately a 27% share and Nabi sco has approxi mately
a 17% share. After the acquisition, the Philip Mrris
share will increase to approximately 44%and it wll
have only one other significant conpetitor of branded
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products. The acquisition will increase the HH by
nmore than 900 points and result in market concentration
of nore than 4800 points.

(e) Inthe intense mnts markets, Philip Mrris has
approximately a 60% share and Nabi sco has approxi mately
a 15% share. After the acquisition, the Philip Mrris

share will increase to approximately 75% and it wll
have only one other significant conpetitor. The
acquisition will increase the HH by approxi mately 1800
points and result in market concentration of nore than
5800 poi nts.
VI1l. Conditions of Entry
Entry into each rel evant market would not be tinely, likely,

or sufficient to prevent the anticonpetitive effects set
forth in Paragraph 39, bel ow

| X. Ef fects

The proposed acquisition will elimnate conpetition between
Philip Morris and Nabi sco, and will enhance, increase, and
facilitate the continued exercise by Philip Mrris of its
mar ket power, as follows:

(a) By creating or increasing the likelihood that it wll
exerci se unilateral market power; and

(b) By creating or increasing the likelihood that it wll
engage in coordinated interaction with its remaining
conpetitors;

each of which increases the likelihood that prices wll

i ncrease, or not decrease as rapidly or as nuch as they

ot herwi se would, or that the various services and
pronotional activities associated with these products wll
decrease (or not increase as nuch as they otherw se woul d)
but for the nerger.
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X. Violations Charged

The agreenent entered into between Respondents Philip Mrris
and Nabi sco for Philip Mirris to acquire Nabisco constitutes
a violation of Section 5 of the Federal Trade Conm ssion
Act, as anended, 15 U S.C. 8 45. Further, the agreenment, if
consunmat ed, would be a violation of Section 5 of the
Federal Trade Comm ssion Act and Section 7 of the O ayton
Act, 15 U. S. C § 18.

WHEREFORE, THE PREM SES CONSI DERED, the Federal Trade Conmi ssion
on this seventh day of Decenber, 2000, issues its Conpl aint
agai nst Respondents Philip Mirris and Nabi sco.

By the Conmm ssion.

Donald S. d ark
Secretary
[ SEAL]



