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The acquisition of cosmetic-product and breast-implant maker Mentor Corp. by Johnson & Johnson for slightly over $1 billion was a red-letter day for shareholders, many of whom saw their stake in the company nearly double in value.

Under the deal announced Monday, New Brunswick, N.J.-based J&J will start a cash tender offer for $31 per share, which is nearly double Mentor's Friday closing stock price of $16.15. In early trading Monday, Mentor's stock had nearly doubled to $30.68 per share. The health care products giant plans to run Mentor as a stand-alone business under its Ethicon division. There are approximately 300 employees at Mentor's Goleta office.

A call to Mentor headquarters for comment on how the move would affect the local workforce was forwarded to a spokeswoman for Ethicon. She said no staffing changes are foreseen, the company will continue to be based on the South Coast and Mentor top management, led by President and CEO Josh Levine, will play top roles in bringing a number of pipeline products to the global "aesthetic" market.

Total net sales for the company's most recent quarter were $84.5 million, a decrease of one percent from sales in the quarter a year earlier. The decline was attributed to a decline in domestic breast implant sales. Domestic losses were offset by international sales and growth for the company's dermal fillers and liposuction products.

Mentor posted $373 million in sales for its most recent fiscal year.

While the spokeswoman acknowledged slacking demand in the cosmetic surgery industry, she said J&J never makes an acquisition based on short-term factors.

"It's a promising market in the long term," said Barbara Montresor, of Ethicon's worldwide communications division.

She said the demographic of aging baby boomers seeking cosmetic procedures, along with growing rates of obesity in Americans of all ages, are factors driving acceptance of Mentor's products by medical-surgical customers. "They have the most highly regarded sales force targeting the plastic surgery community," said Ms. Montresor. "They bring a lot to the table," she said of Mentor's 1,000-person workforce around the world. Manufacturing and research operations are located in the U.S., the Netherlands and United Kingdom.

A local financial adviser hailed the sale as "a good thing" in these uncertain times.

"There aren't a lot of mergers and acquisitions taking place these days and Johnson & Johnson has done relatively well in a difficult marketplace," said Tim Tremblay, president and CEO of Tremblay Financial Services. "Mentor has a pretty good track record and made some prudent moves to position itself for this acquisition," he added, citing the company's sale of its urology-products division a few years back.

Mr. Tremblay said that contrary to the "business as usual" comments issuing forth, he sees "a shake-up" at some point down the road regardless of how well-run the company is. "I don't think it'll be dramatic for the company's officers, but it could potentially be discomforting" for some of Mentor's local employees.

Mr. Tremblay said it's wise for J&J to look at the long term given the recession.

"People are very nervous in the current economy, and I'm sure many will be putting off (discretionary) procedures like breast augmentation and botox," said Mr. Tremblay, who said his clients have relatively small positions in the company, the largest being five percent of an individual portfolio.

For Kipley Lytel, portfolio manager and principal at Montecito Capital Management, Mentor stock has been a "popular holding" for many of his clients.

Mr. Lytel was aware that some of the company's personnel had been moving out of Santa Barbara for some time because of the high cost of living, especially housing, but were still employed by the firm.

Mr. Lytel said he sees J&J keeping top people and brands in place, and predicted the health products giant "will eventually tweak some things" to reduce costs, in both product lines and head counts. One possible benefit for Mentor employees is the chance to make lateral moves to jobs within the J&J family of companies. However, it could be some time before there's a stronger demand for Mentor's signature products.

"If you have a big cash flow pipeline like J&J, you can afford to pick up a bargain business at a discount given the long-term potential, but the short term will be challenging," said Mr. Lytel.
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