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TO AID PUBLIC COMMENT
In the Matter of Keystone Holdings LLC and Canpagrie de Sant-Gobain
File No. 1010175

I. Introduction

The Federa Trade Commission (*Conmission”) has accepted for public comment,
subject to final apmval, an Ageement Containing Consent Ordg¢ Consent Ageanent”) rom
Keystone Holding LLC (“Keystone”) aad Compagie de Saint-Goba (“Saint-Gob@”). The
purpose othe proposed Consent fegment is to remedthe anticompetitive &cts resulting
from Keystan€s proposed acquisition o certain Advanced Caamics Busness asds from Sant-
Gaban (“proposd ecquisition”). As originaly stuctured, Keystonewould have acquired Sant-
Gobain’s woldwide assetsral businessesleting to the maufadure and sale of umina wear
tiles. To resolve theompetitive concens rased bythe proposedaguisition, Kegtone and
Sant-Gobain have re-structured the original transaction to exclude Sant-Gobain’s North
American alumina war tile business opated out of dadlity in Latrobe Pennslvania.

Underthe terms of theroposed Consent Agament, Kegtone is requir for ten yars
to dbtain prior approva from the Commission for thedirect or indirect acquisition of Saint-
Gobain’s &umina weattile business in atrobeor cetain other asets owned orontrolled by
Sant-Gobain relating to the research, development, maketing, and sde anywhere in theworld
of alumina warr tile produed or maufadured in North Ameca. The proposg Consent
Agreament also requas that Saint-Gobairmf five years provide advace witten notice to the
Commession prior to leasingr sellingthe Latrobe Pennslvania facility or selling assiging, or
otherwise onveyng substantiallyall its interest in the Saint-Gobain alumina we#de business.
In addition, with linited exceptions, Saint-Gobain is oblighte provide advace witten notice
to the Comnssion prior to closing thieatrobe Pennslyvania faility or ceasingoperaion or
production of &umina weattiles at the faitity .

The propose Consent Ageanent has beeplacel on the public reord for thirty days for
receipt of comments by interested persons. Commentsreceived during this period will become
part of thepublic reord. Afte thirty days, the Commision will agan reviewthe proposed
Consent Ageement and theamments redeed, and will dee whethe it should withdraw
from the poposed Consent Agament, modifyit, or make it final.

On Lune 28, 2010, Kestone and Saint-Golmaentere into a mergr ayreanent under
which Keystone proposed taquire Saint-Gobain’s Advaced Ceamics BRisiness, including
fadliti es in EuropeNorth Ameica, South Ameria, and Aia for apurch&e priceof $245
million. As orignally structurel, the assetscquired by Keystone would havencluded the
Latrobefadlity and othemassets lating to the maufadure and sale of lumina weattiles. On
Deember2, 2010, howewgin an dfort to resolve comggive concens relatingto the orignal
transaction, Keystane and Sant-Gobain amended their agreement to excludefrom the sde Sant-
Gobain’s Noth American alumina weatile business.



The Commission’s compaint dleges that the initial proposed acquisition, if
consummated, would violate Sen 7 of the Claton Act, as mmended, 15. U.S.C. § 18, and
Section 5 of the &denl Trade Commisgin Act, as mended, 15 U.S.C. § 45, lBssening
competition in the manufacture and sde of standard and pre-engineered dumina wear tile in
North Ameica. Althoudn Saint-Gobain now proposéo retain its North Ameran dumina
wear tile business,acredible risk existstha the paties auld re-negotiate the sde of Sant-
Goban’s dumina wear tile business n the future, or that Sant-Gobain could sl the business
upon terms that would dece ompetition in he Noth American alumina weatile markés.
Therdore, the proposed Consent dsgment require that Kegtone obtain the Commissi’s
prior appoval in advane of awy acquisition of Saint-Gobain’duanina weattile business or
related asses, and requires thet Sant-Gobain provide written notice to the Conmission prior to
sdli ng or ceasing its dumina wear tile business @ selling or leasing its Latrobe, Pean



The Commission’s complaint dleges that the relevant markets within which to analyze
the transetion arestandard iad preengneeed alumina war tile, or éernatively all alumina
wed tile. Standardlamina weattile comes in a vty of predetemined sies and shzes
whereas pe-engineeed alumina war tile is custom mad®-orderto fit complexshapes that
standard tile sizes cannatc@mmodate

The Commission’s comgpaint dleges that the relevant geographic market in which to
assess the imptof the proposa acquisition is North AmericaSuccessil participation in the
marke requires an establishedad¥th Ameri@an presence most notablyNorth Amercan sées
support and falities from which to inventoryand distribute alumina vae tile. Alumina war
tile companies thet dona have an esteblished presence in North America do nat effectively
compete ér the business of 8. alumina weatile purchaers.

Keystone and Saint-Golvearetwo of threesignificant suppliers of g-engineeed
alumina wear tile and two o four sgnificant suppliers of standard aumina wear tile in North
America. h an all alumina war tile maket, Keystone and Saint-Golmaaretwo of four
significant suppliersin North America. The acquisition would increase concentration levels
substantiallyin markets that adtladyarehighly concatrated.

IV. Effects of the Acquisition

The Commission’s complaint chagthat the propodeacquisition would enhaadhe
likelihood o colluson or coordinated interaction anorg theremaning firms inthe market.
Certain maket conditions, including pduct homogneityand the aailability of detaled marke
information about custom&rlnd transaions areconduciveto the firms reehingterms of
coordindion and deteting deviations from those terms.

The Commission’s complaint also chesghat Kgstone’s aquisition of Saint-Gobairs
North Ameican dumina weattile assets would eliminatetaal, dire¢, and substantial
competition betwae CoorsTek and Saintgbain. By increasingCoorsTek’s madet share
stbgantially, while a the sanetime diminating themod significant competitor in the market,
an aqyuisition of Saint-Gobairs North Ameican dumina tile assets likelwould allow
CoorsTek to unilatetly chage higher pices foralumina weatile.

The Commission’s complaint allegéhat signifiant impediments to entrgxpansion or
repositioning in the dumina weear tile makets make entry unikely, untimdy and likely
unprofitable. Thesizeof theinvestment and thetime needed to enter the rdevant markets
relative to the sizeof theoveral market is subgantial. Entry is made more difficult due to
reputdional hurdles, and thelis unceainty that an enaint could seaare thesales to make the
investment profitable. As aresut, new entry, expangon, or repositioning by other firms
sufficient to achieve siguificant maket impact is unlikelyo amelioratehe hams posed byhe
proposed tmasaction.



V. The Proposed Consent Agreement

The proposeé Consent Ageement addreses the compigve risks of a future



