Analysis o Proposed Consent Order to Aid Public Comment
In the Matter of Star Pipe Products, Ltd., Docket No. 9351

The Federl Trade Commissin (“Commission: or “FTC”has acepteal, subject to final
approvéd an ageanent containin@ propose consent ordg“Agreement”) from Star Pipe
Products, kd. (“Star”). The Agreanent seeks to selve in part andministative @mplaint
issued by the Commission on Jamary 4,2012. The comgaint charges that Sta and certain of its
competitors violated Section 5 of tRederd TradeCommssion Act, 15 U.S.C. 45, lshgagng
in collusive acts and pctices in the marketdr ductile iron pipeittings (“DIPF”).

The Conmmission anticipates that, with regard to Sar, the competitive issues desaibed in
the comgaint will be resdved by accepting the proposed order, subject to find approval,
contained in the Agreement. The Agreement has been placed on the public record for 30 days
for receipt of commentsfrom interestad membe's of thepublic. Canmentsreceived during this
period will beome pat of the public reord. After 30 dgs, the Commision will agan review
the Ageement and angomments resived, ad will decide whther it should withdraw &ém the
Agreament or makédinal the propose ordercontained in the égreanent.

The purpo<e of this Andysisto Aid Public Comment is toinvite and facili tate public
comment conerningthe proposed der. tis not nhtended to constitute anfioial interpretation
of the Ageanent and proposkorderor in anywayto modifyits terms.

The propose orderis for settlement purposenlyand does notanstitue an @amission
by Star that it violated the law, or thie fads alleged in the complaint, othéhan jurisdictional
fads, are toe.

l. The Complaint

The following dlegations are taken from the comgdaint and publicly available
information.

A. Background
The lagest sellers oDIPF in the United Stateseatar, McWanglnc. (“McWane?), and

Sigma Corporation (“Sigma”). DIPF ae usedin municipal water distribution systems to change
pipe diameter or pipeline direction. There are nowiddy available sibgit



DIPF prices arebased dfof published list pricesral discounts, with customers
negotiating additional discounts off of those list prices and discounts on a transaction-by-
transation basis. DPF suppliers also @f volume ebats.

B. Challenged Condict

Between Januarg008 and Janua009, Star allegdly conspired wth McWane and
Sigma to inceasethe prics at which DIPF wee sold in the United Statesn furtheanceof the
conspracy, and at the request & McWarnre, Str changed its lusness nethodsto meke it easier to
coordinde pricelevels, first bylimiting thediscretion of egonal sales paonnel to offe price
discounts and later by exchanging informaion documenting thevolume of its morthly sdes,
along with salesby McWare and Sigma, through anertity known asthe Ductile Iron Fittings

! FEDERAL TRADE COMMISSION & UNITED STATES DEPARTMENT OF JUSTICE, ANTITRUST GUIDELINES FOR
CoLLABORATION AMONG CoMPETITORS (“Competitor Collaboration Guidelines”) § 1.2 (2000); In re North Texas
Specialty Physicians, 140F.T.C. 715, 729 (2005) (“We do notbelievethatthe per se condemndbn of naked
redraints has been décted by anything said either in California Dental or Polygram”).

2 Because McWare’s commuricaion informedits rivals of the terms of price coordination desired by
McWane without containing any information for custamers, his canmunication had no legitimate husiness
justification. See In re Petroleum Products Antitrust Litig., 906 F.2d 432, 448 (9th Cir. 1990) (public
communicatonsmayform thebass of anageementon piicelevds when“the public disseminaton of such
information servedlittle purpose oher han b facilitate interdependentor cdlusive price cardinaton”).
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% The Commission articulated a safe harbor for exchangesof price and cost informaton in Statement 6 of
the



exchange exceed ecified thresholds. The raionde for this provision is that in a highly
concentrated meket the sk that the information exchaagnayfaalitate collusion is hgh. Due
to the highlyconcatrated statef the DPF markéas curently structurel, an informéon
exchange involving Sta and rdating to price, output or totd unit cog of or for DIPFis unlikely to
reocur in the éreseablefuture.

Paagraph Il of theproposed order requires Sta to cooperate with Commisson stdf in
the still-pending dministrative litigation aginst McWane.

The propose orderhas a tam of 20 yeas.



