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satisfy the needs of end users for rapid service by stocking inventory in relatively close
proximity to project sites.

13. Direct sales of DIPF to end users, or to the utility contractors that often serve as
the agent of the end user in purchasing and installing DIPF, are uncommon.  End users and DIPF
suppliers alike prefer to work through waterworks distributors with locations near project sites. 
As a result, DIPF suppliers need to distribute DIPF through local waterworks distributors in each
region of the country in order to compete effectively in that region.    

14. Both imported and domestically produced DIPF are commercially available.   All
of the Sellers sell imported DIPF.  Before Star’s entry into domestic production in 2009,
McWane was the sole domestic producer of a full line of small and medium-sized DIPF. 

15. The end user of DIPF specifies whether on a particular project it will accept both
imported and domestically produced DIPF, or only domestically produced DIPF.  This
specification is often mandated by municipal code, or by state or federal law.  

16. Domestically produced DIPF sold for use in projects specified as domestic only
are sold at higher prices than imported or domestically produced DIPF sold for use in projects
not specified as domestic only. 

THE RELEVANT MARKETS

17. The relevant product market in which to evaluate Sigma’s conduct is the
marketing and sale of DIPF, and narrower relevant markets as contained therein (collectively,
the “relevant DIPF markets”), including:

a. DIPF for projects not specified as domestic only; 

b. DIPF for projects specified as domestic only; and 

c. DIPF of certain size ranges (e.g., 24" in diameter and smaller).

18. In particular, the marketing and sale of domestically produced small and medium-
sized (3-24" in diameter) DIPF for use in projects specified as domestic only constitutes a
separate relevant product market (the “relevant domestic DIPF market”).

19. There are no widely used substitutes for DIPF, and no other product significantly
constrains the prices of DIPF. 

20. Before and after the passage of the ARRA, some end users purchasing DIPF for
use in projects specified as domestic only were unable to substitute imported DIPF, or any other
product, for domestically produced DIPF.  The passage of the ARRA and its Buy American
requirement temporarily expanded the relevant domestic DIPF market.     
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21. The relevant geographic market is the United States.  To compete effectively
within the United States, DIPF suppliers need distribution assets and relationships within the
United States.  DIPF suppliers located outside the United States that lack such assets and
relationships are unable to constrain the prices of DIPF suppliers that have such assets and
relationships. 

22. The relevant DIPF markets have several features that facilitate price coordination
among DIPF suppliers.  The r
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30. Sigma and Star manifested their understanding and acceptance of McWane’s

offer by initiating their participation in the DIFRA information exchange in order to induce
McWane to support higher price levels.    

31. McWane then led a price increase, and Sigma and Star followed.

DIFRA FACILITATED PRICE 
COORDINATION AMONG THE SELLERS  

32. The DIFRA information exchange operated as follows.  The Sellers submitted a
report of their previous month’s sales to an accounting firm.  Shipments were reported in tons
shipped, subdivided by diameter size range (e.g., 2-12") and by joint type.  Data submissions
were aggregated and distributed to the Sellers.  Data submitted to the accounting firm was
typically no older than 45 days, and the summary reports returned to the Sellers contained data
typically no more than 2 months old.

33. During its operation between June 2008 and January 2009, the DIFRA
information exchange enabled each of the Sellers to determine and to monitor its own market
share and, indirectly, the output levels of its rivals.  In this way, the DIFRA information
exchange facilitated price coordination among the Sellers on the pricing of DIPF.   

SIGMA INVITED McWANE AND STAR TO COLLUDE WITH SIGMA 

34. Sigma and Star stopped participating in the DIFRA information exchange in
January 2009. 

35. In April 2009, McWane announced a new price list for DIPF.  McWane’s new
published prices for medium and large diameter DIPF, the size ranges dominated by Sigma and
Star, were lower than prevailing prices.

36. Sigma perceived McWane’s new price list as a punishment of Sigma and Star for
failing to adhere to published price levels and for withdrawing from the DIFRA information
exchange.  

37. Sigma initially resisted McWane’s new price list, and proposed, in public and
private communications with McWane and Star, an alternative arrangement to alleviate
McWane’s concerns about secret discounting.  One term of Sigma’s proposal was an offer to
resume participation in the DIFRA information exchange.  Another term of Sigma’s proposal
was that McWane would rescind its announced price list and continue the use of the old price list
in exchange for the commitment of Sigma and Star to adhere to published price levels for DIPF. 

38. McWane and Star rejected Sigma’s invitation to collude.  
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McWANE AND SIGMA CONSPIRED TO MONOPOLIZE 

THE RELEVANT DOMESTIC DIPF MARKET

39. At the time of the enactment of the ARRA in February 2009 and thereafter,
McWane possessed monopoly power in the relevant domestic DIPF market.  

40. At the time of the enactment of the ARRA, McWane was the only manufacturer
of a full line of DIPF in the relevant domestic DIPF market and controlled nearly 100 percent of
the relevant domestic DIPF market.  Despite Star’s entry into the relevant domestic DIPF market
in late 2009, McWane continues to make more than 90 percent of sales in the relevant domestic
DIPF market. 

41. McWane’s monopoly power in the relevant domestic DIPF market is protected by
substantial barriers to effective entry and expansion, including the unfair methods of competition
of McWane and Sigma, as alleged in Paragraphs 44 through 60 below.  

42. For suppliers of the relevant DIPF that have existing relationships and goodwill
with waterworks distributors and established reputations for quality and service in the provision
of the relevant DIPF, McWane’s unfair and exclusionary methods of competition are the primary
barriers to effective entry and expansion in the relevant domestic DIPF market.   

43. Federal stimulus of the relevant domestic DIPF market gave Sigma, Star and
other suppliers of imported DIPF an incentive to enter the relevant domestic DIPF market.  
   

McWane Eliminated Sigma as an Actual Potential Entrant

44. After the enactment of the ARRA, Sigma took steps to evaluate entry into
domestic production of DIPF, including but not limited to (i) formulating a complete or nearly
complete operational plan, (ii) arranging for an infusion of equity capital to fund domestic
production, (iii) obtaining the approval of its Board of Directors for its entry plans, and (iv)
casting prototype product.   

45. McWane perceived that Sigma was preparing to enter the relevant domestic DIPF
market.  McWane sought to eliminate the risk of competition from Sigma by inducing Sigma to
become a distributor of McWane’s domestic DIPF rather than a competitor in the relevant
domestic DIPF market.

46. McWane and Sigma executed a Master Distribution Agreement dated September
17, 2009 (“MDA”).  The principal terms of the MDA were as follows:

a. McWane would sell domestic DIPF to Sigma at a 20 percent discount off
of McWane’s published prices;
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b. McWane would be Sigma’s exclusive source for the relevant domestic
DIPF;

c. Sigma would resell McWane’s domestic DIPF at or very near McWane’s
published prices for domestic DIPF; and

d. Sigma would resell McWane’s domestic DIPF to waterworks distributors
only on the condition that the distributor agreed to purchase domestic DIPF exclusively
from McWane or Sigma.   

47. An unwritten term of the MDA was that McWane would also sell its domestic
DIPF at or very near its published prices. 

48. In the absence of a sufficiently profitable arrangement with McWane, Sigma
would likely have entered the relevant domestic DIPF market in competition with McWane.

49. Under the MDA, McWane controlled the price at which Sigma could sell
domestic DIPF and the customers to whom Sigma could sell domestic DIPF.  Sigma’s
participation in the relevant domestic DIPF market under the MDA was not equivalent to, and
for consumers not a substitute for, Sigma’s competitive entry into the relevant domestic DIPF
market.  

50. Sigma’s independent, competitive entry into the relevant domestic DIPF market
would likely have be
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a. McWane threatened waterworks distributors with delayed or diminished
access to McWane’s domestic DIPF, and the loss of accrued rebates on the purchase of
McWane’s domestic DIPF, if those distributors purchased domestic DIPF from Star.      

b. As part of its MDA with McWane, Sigma agreed to implement a similar
distribution policy, as alleged in Paragraph 46, above. 

c. McWane threatened some waterworks distributors with the loss of rebates
in other product categories, such as ductile iron pipe, waterworks valves, and hydrants, if
those distributors purchased domestic DIPF from Star.  

d. Beginning in 2011, McWane changed its rebate structure for domestic
DIPF to require waterworks distributors to make certain minimum, and high, shares of
their total domestic DIPF purchases from McWane in order to qualify for these rebates.   

55. The purpose and effect of McWane’s exclusive dealing policies has been and is to
compel the majority of waterworks distributors to deal with McWane and Sigma on an exclusive
or nearly exclusive basis for their domestic DIPF business.

a. Due to Star’s perceived or actual status as an untested supplier of domestic
DIPF with a shorter product line and smaller inventory than McWane, many distributors
interested in purchasing domestic DIPF from Star were unwilling to switch all of their
domestic DIPF business to Star.  

b. Instead, many distributors wished to purchase domestic DIPF from both
McWane/Sigma and Star, and thereby to garner the benefits of price and service
competition.  

c. McWane’s exclusive dealing policies increased the risk of purchasing
domestic DIPF from Star.

d. Distributors otherwise interested in purchasing domestic DIPF from Star
were and are unwilling to do so under the terms of McWane’s exclusive dealing policies,
and have remained exclusive or nearly exclusive with McWane and Sigma, contrary to
their preference. 

56. McWane’s exclusive dealing policies have foreclosed Star from a substantial
volume of sales opportunities with waterworks distributors.  

57. By foreclosing Star from a substantial volume of sales opportunities with
waterworks distributors, McWane’s exclusive dealing policies tend to minimize and delay Star’s
ability to benefit consumers by constraining the prices of domestically produced DIPF charged
by McWane and Sigma.   
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58. McWane’s exclusive dealing policies have also raised barriers to entry into the
relevant domestic DIPF market by other potential entrants.  This conduct has contributed to
McWane’s monopolization of the relevant domestic DIPF market. 

COMPETITIVE EFFECTS 

59. The acts and practices of Sigma, as alleged herein, have the purpose, capacity,
tendency, and effect of (i) maintaining and stabilizing prices of DIPF in the relevant DIPF
markets, (ii) eliminating potential competit




