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Good afternoon, Mr. Chairman and members of the committee. My name is Dr. Carol Alexander and | am an
optometrist. I've practiced optometry for over 20 years before joining Johnson & Johnson Vision Care, Inc. nine
years ago. Today, I'm here on behalf of Johnson & Johnson Vision Care, Inc. to urge your opposition to SB 1576.

My testimony is about a Johnson & Johnson medical device — our line of contact lenses, perhaps best known by the
brand name ACUVUE®. As a business in a competitive industry, we are constantly looking at ways to succeed and
grow by supporting healthy vision and providing the best lenses at affordable prices to doctors and their patients. To
help accomplish that goal, we introduced a new pricing policy in 2014, called a Unilateral Pricing Policy, or UPP.

Let me highlight the intent and outcome of our UPP:

« First, it was accompanied by a drop in wholesale prices on our ACUVUE® Brand products to all resellers, and
most resellers have passed those savings along to consumers by lowering prices on ACUVUE® Brand
Contact Lenses.

« Second, it allows doctor/patient conversations to focus on eye care needs, not special offers. Before our
UPP, doctors and patients often spent valuable time talking through the many pricing deals and rebates on
lenses.

 Third, it simplifies pricing on our products, so that consumers can easily shop and quickly see bottom line
prices are not tied to rebates or other marketing gimmicks.

< And finally, it maintains consumer choice in the decision of where to buy their lenses. Whether online, in a
store, or at a doctor’s office, the choice continues to be the consumer’s.

Over the last year and a half, UPP has worked. It has not only brought price transparency to our products but it
has lowered prices for ACUVUE® Brand Contact Lenses for the majority of consumers. SB 1576 seeks to make
unilateral pricing policies on contact lenses illegal, but it is not the answer. This legislation would interfere with our
right as a manufacturer to compete in the marketplace using existing legal pricing policies.

To date, 12 states have considered legislation similar to SB 1576, and only one state — Utah, the home of
1800Contacts® — passed the legislation. The Utah legislation has been tied up in litigation since the time it was

signed into law, and is now under review by the 10t Circuit Court of Appeals. As we await guidance from the courts,
we welcome discussion on how to continue to improve the marketplace and ensure your constituents have access to
these medical devices at affordable prices, but SB 1576 is not the answer.

Unfortunately, the reality is 1800Contacts® has not lowered their retail prices, and worse they've mischaracterized our
policy. That brings us to what this bill is really about: One company seeking to increase market share at the expense
of contact lens wearers. Rather than compete fairly in the marketplace, 1800Contacts® wants you to legislate an
advantage for them.

Thank you, and | encourage you to oppose SB 1576.
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What is UPP?

Unilateral Pricing Policy

* A manufacturer unilaterally
communicates a minimum sales price
on their products

* The development of the policy or its
content is made without agreement
of/from resellers

» Sets a minimum price (floor price)
below which the product cannot be
sold or advertised

» Sellers choose their own prices

* If a seller chooses to price below the
minimum specified in the policy, the
manufacturer will no longer sell to
the seller

* Discounts and Rebates are permitted
if the final price, after the discount
or rebate, remains above the prices
specified in the policy

» Co-Promoting and selling with other
products and services is permitted
so long as the price on the products
covered in the policy remain above
the prices specified in the policy

Tempur-Pedic®

ACUVUE

(((((((( NTACT LENSES

INNOVATION FOR HEALTHY VISION®

Sony®

Nikon®



W hy did Johnson & Johnson Vision Care, Inc.

Implement a UPP?

Business Goals

» Reduce consumer prices for 65% of
consumers

» Remove rebates to enable simple and
transparent pricing for consumers

* Improve consumer access to contact
lenses, whether they are part-time
wearers (who also wear glasses) or
full-time wearers.

Consumer Purchase Behavior

Gonsumers
Buyers not not redeeming
eligible for rebate
Rebate Frices
Consumers
redeeming
rebate (el under

5% of al consume's)

1800 contacts

ACUVUE® OASYS® for
ASTIGMATISM

by Johnsen & Johnson
6 lenses per box

Availability: In Stock

View Details

E» Now save ‘64

en you buy B Boxes (Annual Supply)
$49.60 $41.50/BoX after rebate

ACUVUE

INNGYATION FOR HEALTHY VISION®
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-49.50 per box

How

» Launched UPP with minimum prices set
below average market prices

— We believe these prices will have a
‘gravitational pull” in the market

» Eliminated ine ective patient rebates
and reinvested cost savings into lower
wholesale prices

* Lowered wholesale prices to all
resellers

* Introduced value packs

Rebates: Ine ective & Misleading

+ Consumers are often lured in by low advertised
prices that are based on rebate redemption,
w hile most ACUVUE®patients (90-92%) will
never qualify for the rebate, or never redeem it.

* Less than 1of 20 people redeem rebates

Common Internet Advertising

Despite $49.50 being crossed out in this ad,
it’s the price for all patients who purchase this
product on B800Contacts®every time they
make a purchase!

For consumers to receive the $4150 per box
price, they must:

« Purchase 8 boxes
« Complete the B00Contacts®mail-in rebate

+ Wait 6-8 weeks for a rebate check

1. Advertiserment from https://www . 1800ccntacts.comylens/acuvue-casys-for -agtigmetism on
1/31/16.
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Minimum Price Versus a Maximum Price

Johnson & Johnson Vision Care, Inc. implemented a
minimum price in order to minimize market disruption
and expedite price stabilization

If setting a maximum
price at $220, up

to 96% of resellers
would be disrupted

A0%
If setting a minimum
S price at $220, only
0% — 4% of resellers
would need to
it I change prices
20%
15%
10
M —
o
$200 5220
UPP

Taking a closer look...

R $245
UPP Gravitational Effect by

« 10T made a business decision that implementing a price minimum would be advantageous to its

ability to effectively compete with other manufacturars.

* INWCI lowered wholesale prices and discontinued =seldomi-used rebates to improve pricing transparency

T CUSTOIMErs

* Although =etting & minimum price does prevent resellers from discounting the minimum prices in this

policy, JVCTs UPF minimum prices wera set below the averages of 40,000+ resellers...and have had the

effect of lowering pricas for tha majoriby of JJY

'C| contact lens customers.

« Linder a UPE tha minimum price effectively becomes an anchor point

ACUVUE

i i Tiie il i Ty e
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UPP is a husiness issue.

Q JJVCI made the strategic business decision to implement our UPP so we

could more effectively compete with other contact lens manufacturers and
at the same time reduce prices for the majority of ACUVUE® Brand wearers.

Anti-UPP legislation would prohibit us from continuing our lawful business
policy that has reduced prices for nearly 65% of consumers who buy
ACUVUE® Brand products.

Anti-UPP legislation is primarily supported by one online retailer that has
chosen not to lower prices to consumers: 1800Contacts®.

Our UPP did away with seldom redeemed and complicated rebates. Without
rebates there is transparency in the final price consumers that will pay, which
has revealed 1800Contacts® prices to be equal to or even more expensive
than other resellers.

Instead of looking for ways to attract customers with new services or added
value, 1800Contacts”® is attempting to legislate a solution to its business
model and market share challenges.

UPPs are lawful.

UPPs have been permitted by the U.S. Supreme Court since 1919 in
recognition of a company’s right to decide with whom it will do business and
have been used by thousands of businesses, including those in the
prescription eye glasses, sunglasses, electronics and smart phone industries.

Enactment of anti-UPP state legislation creates a dangerous precedent
because its provisions would bar practices that are common and lawful in
other industries.

A state UPP ban is likely unenforceable because there is no practical way of
complying with the law in one state while continuing to implement our UPP in
other states.

UPP is working FOR consumers.

The results of our UPP confirm the reasons for making this business decision,
because nearly 65% of consumers have seen a price reduction on ACUVUE®
Brand products.

Our UPP eliminates the seldom used and complicated mail-in rebate system in
favor of built-in lower prices, which makes prices more transparent and
easier to understand.

Doctor/patient interactions can now be more focused on patient vision needs
than pricing and rebates.

JJVCI Confidential and Proprietary 2/5/16



How Have Patient Prices Changed

Since the Launch of the UPP?

: o -
An estimated 65 /o of (.Zonsumer prices:
Consumers are enjoying *decreased UﬂChaﬂged/m\xed increased
lower prices'

* The majority of resellers are
lowering their prices

Independent ECPs - 55% of market

* Our goal is to see 85% of
consumers experience the benefits
of our UPP

Internet - 13% of market

ACUVU E® 1. Source: ABB Price Monitor and Yourlens direct-patient pricing data, GFK Contact Lens Market

BBBBBBBB e T tial and Proprietary Data: Retail Monthly Consumption, Fits, Pricing, Daily screen-capture:

http://www.1800contacts.com
INNOVATION FOR HEALTHY VISION® 02/05/1 6 7




1800Contacts® Pricing: Pre- and Post-UPP

$41.50 $51.50 24%

AAAAAAAAAAAAAAAA 2/5/16
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180 0 Contacts®W ebsite Prices: Pre- and Post-Utah Law

In May of 20 B, a new law was passed in Utah banning Unilateral Pricing Policies in that state, and allowed
BO0Contacts®to price contact lenses however they choose. However, since that time, not only have they
kept prices well above our UPP minimum retail prices, but 1800 Contacts®has actually raised their prices.

Prices After UPP Launch’

ACUVUE® OASYS® with
HYDRACLEAR® PLUS 24 pack

by Jahnson & Jahnsan
24 lenses per box

View Datails

#$135.00 per box )
Availability: In Stock

When buy 2 Boxes (Ani Il S )
ED Now save S5O ety ioes s s
o $110.00/Box s

ACUVUE® OASYS® for
PRESBYOPIA

by Johnson & Johnson
6 lenses per box

View Details

50.0 per box
Availability: In Stoc

When you buy 8 Baxes (Annual Supply)
B NOW Save 580 ssg-ao&ﬂ 00/Box after .::aa.,-
i

1-DAY ACUVUE® MOIST® 90
pack

by Johnson & Johnson
90 lenses per box

FauACUVUE |
MOIST

-— —g View Details

$69.75 per box
W Availability: In Stock

When you buy 4 Boxes (6 Month Supply)
B NOW SGVB 520 869.75 Sb‘dugs:uux after rebate

When you buy 8 Boxes (Annual Supply)
B> Now save $50 ioszsse i

CUVUE

LRAND N

JMJ Confiential and Proprietary
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Prices After Utah Law?2

ACUVUE® OASYS® with
HYDRACLEAR® PLUS 24 pack

by Jahnson & Johnson
24 lenses per box

View Datails

;'x-‘"' —
#$139.50 per box
Availability: In Stock

Whan you buy 2 Baxes (Annual Supply)
B Now save DO 12020 $114.50Box ater monts

ACUVUE® OASYS® for
PRESBYOPIA

by Johnson & Johnson
6 lenses per box

View Details

$51.50 per box
Availability: In Stock

B When you buy B Baxes (Annual Supply)
NOW S(I\Te sau $51.50 $41.50/BoX after rebate
et

1-DAY ACUVUE® MOIST® 90
pack

by Johnson & Johnson
90 lenses per box

View Details

$72.25 per bo
Auvailability: In Stock

‘When you buy 4 Boxes (6 Month Supply)
E» Now save 20 2 e,
e

When you buy 8 Boxes (Annual Supply)
B Now save 50 .. $66.00/BOX after rebate

1. Rices from 1800Caontacts. com on 3/26/15.
2 Rices from 1800Contacts com on 1/31/16.

Third party trademerks used herein are trademerks of their respective owners.

© Johnson & Johnson Msion Care, nc. 2016

Mimimum Price

$14.50

$41.50

$66.00
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180 0 Contacts®W ebsite Price Comparison: January 31, 20 16"

+ B00Contacts®prices ACUVUERBrand Contact Lenses above the UPP minimum & above other resellers

= Other resellers provide lower prices, without the use of rebates

= The use of rebates translates to higher prices for more customers, since fewer than 10 % of customers
redeem them?

UPP Walmart®

50 per bu ¥ $114.50 $1M 50

Avallability: In Stock

ACUVUE® OASYS® with
HYDRACLEAR® PLUS 24 pac

by Johnson & Johnson
24 lenses per box

i $25.00 higher per pack

When you buy 2 Boxes (Annual Supply)
F128E50 5

%.0U/BOX after rebate

UPP Walmart®

ACUVUE® OASYS® for v $4150  $4150
| ASTIGMATISM Avallability: In Stoc

= by Johnson & Johnson
& lenses per box

i o $8.00 higher per pack

en )"DIJ buy
$49:80 $41.00/BoX after rebate

UPP Walmart®

ACUVUE® OASYS® for | $51.50 perbox & V¥ $41.50 $4 150
PRESBYOPIA N Avallabiltty: In Stock
TP T .

- $10.00 higher per pack

"hen you buy 8 Boxes (hnnual Supply)
e

FTOUBOX after rebate

E» Now save ‘80

UPP Walmart®

1-DAY ACUVUE® MOIST® 90 ~ 572.25perboXNy ¥ $66.00 $6600
pack Availability: In Stock )

1800 Contacts®

/"’""AC.UVUE i
MOIST by Johnson & Johnson

90 lenses per box

—, $6.25 higher per pack

— e
5 5 Month Supply)

B> Now save 520 Srmersems

B Now Sa-ve sso §72-26 PO0.00/BOX after rebate

= 1. Rices from 1800Contacts com and walmertcantacts.comen 1/31/16.
ACUVUE o ) 2 Based on actual redeemed manufacturer’ s rebates on purchase made between 1/1/2014
R JMO Conficential and Proprietary and 6/30/2014. Bxcludes any rebetes on purchases of non-LPPproducts:
INNGVATIGN FOR HEALTHY VISIGN” Third party trademerks used herein are trademerks of their respective owners

© Johnson & Johnson Msion Care, nc. 2016 2/5/16
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Consumer Price Trends:
Three Largest Brands in JJVCI UPP

Independent Optometric Offices: 55% of Market'

185 ife fad -
g1z} $7 g4 |
g0} $6a | . H l
3116} 364 s
s]]lj L i el ,s& ’ b Hq = o ek
H3 04 2504 aaod Hs 04 21504 Hsod
ACUVUE OASYS® 24 1-DAY ACUVUE® MOIST 90 ACUVUE DASYS® for ASTIGMATISN

Retail Offices / Stores: 32% of Market?

140 17 L

130} $64

EY S 165

Fnot iBdt

100+ 62

i 201304 2015 04 e 201304 2015 04 e 2304 201504

ACUVUE DASYS® 24 1-DAY ACUVUE™ MDIST S0 ACUVLUE DASYS™ for ASTIGMATISM

1800Contacts Pricing Data’

3140 48
fia0} £t
$120} £44|
110t £42
$100} $4

150 L]

HITE O 2015 04 21304 HI15 04 201504 HI5 04
ACUVLE DASYS® 24 1-DAY ACUVUE® MOIST S0 ACUVUE DASYS™ for ASTIGMATISM

« [BOOContacts® prices remain abowve IV UPE minimum prices.
« [BOOContacts® prices ara as high as 22% above the minimum prices in the JWC LUPE

+« |1BDOOContacts® is 70% of the internet contact lens market.

1. Smice A5E Price Monfior and Soress divesct-adent pricing data
LA Conickanial and Pragietass & Soumar VRO Corkacts coe peice chicka 2516
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UPP Update

1 Year Later - Savings for Our Customers & Your Patients

Why Implement a Unilateral Pricing Policy (UPP)?

In July 2014, Johinson & Johnson Vision Care, Inc. {JWCD implemeanted a UPP on many ACUWUE® Brand
Contact Lenses. Our objectives were to put @yé health and patlent axparance at the center of your
dialogue with patients, not cost or relbate instructions; to create simple and transparent pricing for
patiants, and to reduce patient prices o compete more effectively

Creating a Better Patient Experience with ACUVUE*

Lowered Eliminated Launched New Established UPP

Wholesale Mail-In Rebates Pack Sizes with = r=duced patent

Prices » Created simple and Better Value e

* Made ACLNWVUE® Brand g::‘:s;rem FIHC T BON * ACUNVUE OASYS® 12 below average market
_ontact Lensss mare Pack Pnoes

L at less than twice tha cost mare an PﬂtlEHt care
le=s than 10% Ei £ u
& " Instead of pricing and
> Annual Supply Savings g
repates
FPacks
+ SCLIVILIE QASYS® 24 Pack

= Post-rebate prices
were advertised by

some rekailers Creating « BCLIVLIE DBSYS® 54 Pack
cConnusian tor 1-WEEK, Chiaimiiaing Lse
« ACLIVUE DBSYS® for
A5 TESMATIEM
+ |-Gy ACLIVIIE® MICHST

+ 1=y ST INLIE® MIHST
for ASTIGMATISM
v 1=y 1IN LIE® TruEwe®

39 8

Achieving Positive Results

Wholesale Cost % Purchases at % Annual Price to
laverage of all ADMUE® PP iems. | the time of fit' Supply Patients'”
from une 14 va June 15 itotal ACUMUE™, Dispe nse'’ iy price from Jure 14 va Apr “15)

(ACLVLE 0ASKS® Brand CLs)

% *10% +28%) S3%

!I"?EI-H‘FL‘-"I-L*!I‘UEH'I‘FW WISHIN CARE, INC
12



1 Internal analysis based on independent third party data Apr ‘15 / ABB Price Monitor / Your Lens Data
2 (3fK, Fit Panel Data, June 2014-December 2014

ACUVUE® Brand Contact Lenses are indicated for vision correction. As with any contact lens, eye problems, including corneal ulcers, can develop. Some wearers may experience mild irritation, itching or
discomfort. Lenses should not be prescribed if patients have any eye infection, or experience eye discomfort, excessive tearing, vision changes, redness or other eye problems. Consult the package insert
for complete information. Complete information is also available from Johnson & Johnson Vision Care, Inc., by calling 1-800-843-2020 or by visiting acuvueprofessional.com.

The third-party trademarks used herein are trademarks of their respective owners.

ACUVUE®, ACUVUE OASYS®, 1-DAY ACUVUE® MOIST, ACUVUE OASYS® for ASTIGMATISM, 1-DAY ACUVUE® MOIST for ASTIGMATISM, 1-DAY ACUVUE® TruEye® are trademarks of
Johnson & Johnson Vision Care, Inc.
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