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UNITED STAT ES OF AMERICA
BEFORE THE FEDERAL TRADE COMMISSION

COMMISSIONERS: Jon Leibowitz, Chairman
J. ThomasRosch
Edith Ramirez

Julie Brill
In the Matter of
SIGMA CORPORATION, DocketNo. C-
a @rporation.
COMPLAINT

Pursuant to the provisions of thedéed TradeCommssion Act, and byirtue of the
authorityvested in it bysaid Act, the Bderl Trade Commissin (“Commission”), havingeaon
to believe that ResponaieSigma Corpottgon (“Sigmd) has violated Section 5 of theeHeal
TradeCommegsion Act, 15 U.S.C. § 45, and it appegrto the Commission that a preciéngby
it in respect thereof would bein the public interest, heeby isaues ths Compaint stding its
charges & follows:

NATURE OF THE CASE

1. This action conerns Signa’s unfér methods of comgdion relating to the
markeing and sale of duile iron pipe fittings (DIPF”).

2. Beginning in Januar008 and continuinthroudh Januay 2009, Sigma,lang
with its competitors McWanent. (“McWane”) and Star Pipe Prodis; Lid. (“Star”), conspird
to raise ad stabiliz the pices @ which DIPF ae sold in the United States. Sigma,Wkne
and Star (allectively, the “Selles”) exchangd sals data in ordeto fadlitate this price
coordinaion.

3. The passae of the American Recovery and Ranvestment Act (“ARRA”) in
Februay 2009 signifiantly



4, At the time the ARRA was gaed, McWane as the sole supplier affull line of
domesticallyproducel DIPF in the most commonlysed size rargg. Fedeal stimulus of the
domestic DIPF maket patentially left McWanre in aposition to reap amoropoly profit.

5. In responséo the passagof theARRA and its BuyAmerican provision, Sigma,



13. Dired sales of DIPF to end ussr or to the utilitycontractors that ofte serveas
the agent of theend user in purchasing and ingalling DIPF, are uncomnon. End users and DIPF
suppliers alike pifer to work throudp wateworks distributors with locations neprojed sites.
As a result, DIPF suppliers nekto distribute DPF throudp local waerwoiks distributors in each
regon of the countryn order to ompete dedively in that regpn.

14. Both imported and domestically produced DIPFare commercially available. All
of the Sellers seimported DPF. Before Star’s atry into domestic production in 2009,
McWane wity2666i0 . [ios @St jéoamitidint 40100008l Tind hdium-siz2d DPF. ; and

15.  Theenduser of DIPF specifies whether on aparticular project it will accept both
imported and domestically produced DIPF, or only domestically produced DIPF. This
specifiation is often mandateby municipal code, oby state or é¢deal law.

16. Domestically produced DIPFsdd for use in projects pecified s domestic only
are sdd a higher prices than imported or domestically produced DIPF sdd for use in projects
not specified a domestic only

THE RELEVANT MARKETS

17.  The rdevant produtmarket in which toaluate Signha’s condutis the
marketing and sale of DIPF, and narrower relevant markets as contained therein (collectively,
the “relevant DIPF markets”), including:

a DIPFfor projects ot gecified as domestic only;
b. DIPF for pojects spefied as domestic onjyand
C. DIPFof certain sze ranges (.9, 24" in diaméer and smaller).

Jje&ts pdly, @ on in 2009,
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relaionships are unabl® constrain the pres of DPF suppliers that hawich asde and
relaionships.

22. The rdevant DPF markés have seval features that faditate price oordination
amongDIPF suppliers. Theetevant DIPF markés are higly concatrated. h 2008, the Sellers
collectivelymade morehan 90 perent ofsales within the tevant DPF markés. Other
feaures of therelevant DIPF markés that facilitate pce aordination include prodaic
homogaeity, bariers to timelyentryof newDIPF suppliers, inelastic deand at compéive
prices, and uniform published pas.

THE SELLER S RESTRAINED
PRICE COMPETIT ION IN w0t.0000 TD (M)Tj 11.2800 ITS RE COM



30. Sigma ad Star manifestetheir undestandingand aceptance ofMcWane’s
offer by initiating their paticipation in the DFRA information exchangin orde to induce
McWane to support higer pice levds.

31. McWane then l@ a prie inceaseand Sigmand Star followd.

DIFRA FACILI TATED PRICE
COORDINATION AMONG THE SELLER S

32. The DFRA information exchang opeated & follows. The Sellers submitted a
repot of their prezious month’s sales to anamntingfirm. Shipments wereeportal in tons
shipped, subdivided byiametersize range (e.9.,2-12") and byjoint type. Da&a submissions
were agrecated ad distributed to the Sellers. Data submitted to tleewnttingfirm was
typically noolder than 45 days, and thesummay reports retumed to the Sdlers contained da



McWANE AND SIGMA CONSPRED TO MONOPOLI ZE
THE RELEVANT DOMESTIC DIPF MARKET

39. At the time of the mactment othe ARRA in Felwary2009 and therater,
McWane possesdanonopolypowerin the rel#ant domestic IRF marké

40. At the time of the mactment othe ARRA, McWane wathe onlymanufature
of a full line of DIPF in the reevant domestic IRF markéand controlled realy 100 perent of
the réevant domestic IRF marké Despite Star’srdry into the relevat domestic DPF markée
in late 2009, McWare continues tomake mote than 9 percent of sales intherdevant domestic
DIPF marke

41. McWane’s monopolypowerin the rel@ant domestic IRF markéis protected by
substantial barris to efective etry and expansion, including thumfair mehods of competition
of McWane ad Sigma, a alleged in Pargraphs 44 throug 60 below.

42. For suppliers of therdevant DIPFtha have existing reationships and goodwill
with wateworks distributors and ediksshed reputations fajuality and sevice in the povision
of the réevant DPF, McWanes unfair ad exclusionarynethods of competition atke primary
bariiers to efecive entryand expansion in the relewadomestic DPF markée

43.  Federd stimulus of the reevant domestic IRF markégave Sigma Star and
other suppliers oimported DPF an incative to enter theelevant domestic IRF marke

McWane Eliminated Sigma as an Actual Potential Entrant
44.  After theenactment of the ARRA, Sigmatodk stepsto evaluate entry into

domestic production of DIPF, including but nat limited to (i) formulating a compete or nearly
compete operationd plan, (ii) arranging for 46.2000 0 Tj 5.280Tj 50.5200 0.0000 0.00 0.1 .0000e0c9r00!






a. McWane thratenel wateworks distributors with delad or diminished
acess to McWane’s domstic DIPF, and the loss otarued rdates on the pahaseof
McWane’s domstic DIPF, if those distributors purcéed domestic [IF from Star.

b. As part ofits MDA with McWane, Sigmagreed to implement a simnalr
distribution poicy, as allegd in Pargraph 46, hove.

C. McWane thratenel some watevorks distributors with the loss oflyates
in other product categories, swch as ductile iron pipe, waterworks vaves, and hydrants if
those distributors purchasdomestic DPF from Star.

d. Beginning in 2011, McWare changed its rebate structure for domestic
DIPF to requiravateworks distributors to make ain minimum, and high, shes of
their total domestic F purbasesrdom McWane in ordeto qualifyfor theserebdes.

55. The pupose and effect of McWare's exclusive dealing pdicies hes keen endis o
compel the majaty of waerwoiks distributors to deal with McWane and 1B on an xclusive
or nearly exclusive basisfor thar domestic DIPF business.

a Dueto Sar's perceived o actud statusas an untested upplier of domestic
DIPF with a shorteproduct line ad smaller inventorthan McWane, may distributors
interested in purchasing domestic DIPFfrom Sar were urwilling to switch dl of ther
domestic DIPF business to Star.

b. Ingead, many digributors wished to purchasedaomestic DIPFfrom loth
McWane/Sigmand Star, iad therdy to ganerthe bensts of priceand serice
competition.

C. McWane'’s &clusive deling policies inceased the risk of pwhasing

domestic DPF from Star.

d. Distributors otherwise intested in purgcasingdomestic DIPF from Star
were and are urwillingto do 0 under theterms d McWare's exclusive dedling pdicies,
and have remaned exclusive or nearly exclusive with McWare and Sigma, contrary to
their prderence

56. McWane’s aclusive delng policies hae foreclosel Star from asubstantial
volume of sales opptumities with waterwdts distributors.

57. By foreclosing Sta from asubgantial volume of sdes goportunities with
watemworks distributors, McWane’sxelusive deling policies t&d to minimze and delaystar’s
ability to beneit consumers bgonstraininghe prices of domesticallyroduce DIPF chaged
by McWane ad Sigma.



58. McWane's &clusive delng policies hae also reésed bariers to entryinto the
relevant domestic DIPF market by other potential entrants This conduct has @ntributed to
McWane’s monopolization of the refent domestic IRF marké

COMPETIT IVE EFFECTS
59.  Theacts and practices of Sigma, as dleged herein, have the purpose, capacity,

tendency, and effect of (i) maintaining and stabilizing prices d DIPFin therdevant DIPF
markets, (i) iminating patential competition frone Sa



FOURTH VIOL ATION ALLEGED
RESTRAINT OF TRADE

64. As alleged heein, McWane ad Sigma sateral into the MDA. The greement
unreaonablyrestrans trade ad constitutes an unfanethod of compegion in or afeding
commere in violation of Section 5 of theeHerl Trade Commissin Act, as mended, 15
U.S.C. § 45. Bc¢ch ats and pratices, or the #ects theref, will continue or ecurin the absere
of appopriate elief.

FIFTH VIOL ATION ALLEGED
CONSPIRACY TO MONOPOLIZE

65.  Asdleged herein, McWare and Signaentered into the MDA with thespecific
intent to manopdlize thereevant domestic DIPF maket, and took overt acts o excludethar
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