UNITED STATES OF AMERICA
BEFORE FEDERAL TRADE COMMISSION

In the Matter of

CHICAGO BRIDGE & IRON COMPANY N.V., a forcign corporation,
CHICAGO BRIDGE & IRON COMPANY, a corporation, and
PITT-DES MOINES, INC,, a corporation
Docket No. 9300
PUEILIC
CHICAGO BRIDGE & JRON N.V.'§ ANSWER TO COMPLAINT
Regpondent, Chicago Bridge & Iron N.V. ("CRBI"), by and through its attorneys, Winston
& Strawn, hereby answers The Federal Trade Conymission ("FTC") Complaint as {ollows:

THE PARTIES

1. Respondent Chicago Bridge & Iron Company N.V. is a foreign corporation
organized and existing under the laws of The Neiherlands, with its principal place of business at
Polarisavenue 31, 2132 TH Hoofddorp, The Notherlands.

ANSWER: Bl admils the iruth of the facts sel forth in paragraph 1.

2. Respondent Chicago Bridge & Iron Company, a wholly owned subsidiary of
Chicago Bridge & lron Company N.V ., is a corporation organized and existing under the laws of
the State of Delaware, with its principal place of business at 1501 North Division Street,

Plainfield, Illinois 60544,
ANSWER: (BI admits the facts set forth in paragraph 2.

1. CBI, headquartered in Amsterdam, 15 onc of the world's lcading global
engineering and construction companics. CB&T designs, engingers, fabricates, and repairs field-
erected storage facilities and steel plate sructeres. In 2000, CEI had total revenue of $634
million.

ANSWER: CBI admits the facts sci forth in paragraph 3.

4. Respondent Pitl-Des Moines, Inc. is a corperation organized and existing vnder
the laws of the State of Pennsylvania, with its principal place of busingss al 1450 Lake Robbins
Diive, Suite 400, The Woodlands, Texas Y7380.



ANSWER: CBIis without sufficient information Lo admit or deny the current corporate status

of PDM.

5. Prior to the A¢quisttion, described mm Paragraph &, PDM was a diversified
engineering and construction company specializing in the engineering and design, procurement,
fabrication, erection and rehabilitalion of sfeel products, including liquid and cryegenic storage
and processing systems, water storage systemns, bridges and buildings, principally in the Western
Hemisphere. PDM was also engaged in the disiribution of stecl.

ANSWER: CB{ admits that PDM, prior to the acquisition, enginesred, designed, procurcd,
fabricated and crecfed stecl preducts including liguid end cryogenic storage and proccssing
syslems and water storage systems, and that much of that work occurred in the Western
Hemisphere. CBI lacks sufficient information to admit or deny the remaining allegations of
paragraph 5 of the complaint.

6. o 2000 PDM had total revenuc of $667 million, of which $152 million was
camned by the Engineered Construction Division.

ANSWER: CBI admits that the Enginesred Constmaction Division of PDM had gross
revenves of $152 million for fiscal year 2000, but states that it is without sufficient information
io admit or deny what PDM's total year 2060 revenues were.

JURISIMCTION

7. Respondents CB&I and PDM are, and at all times relevant herein have been,
engaged in commerce, as "commerce” 15 defined in Section 1 of the Clayton Act, as amended, 15
U, § 12, and are corporations whose business is in or effcets comrnerce as "commerce" is

defined in Section 4 of the FTC Act, as amended, 15 US.C. § 44
ANSWER: (CBIadmits the allegations contained in paragraph 7.

TUE ACQUISITION

3 On or about February 7, 2001, CB&I acquired, pursuant to agreement with PIOM,
PDM's Water Division and Enginecred Construction Division for approximately $84 million

("the Acquisition"}.

ANSWER: CBI admits that on February 7, 2001, it completed its acquisition of certain of the

assects of PDM related to its Water Division and Cngineered Construction Drivision. CBI [urther



admits that the purchase price agreed to on Febmary 7, 2001 was approximatcty $84 million, but
states that that number has been reduced as a result of post closing adjustments. CEI denies that
it acquired the PDM Water Division and Engimeercd Construction Division of PDM, but rather

states that it purchased most of the assets and assumed most of the liabilities relating to those

divigiops.
RELEVANT MARKETS
4. Relevant lines of commerce in which to asscss the effects of the Acquisition are:
a. thermal vacuum chambers;
b. LNG tanks;

C. LNG peak shaving planis;
. LNG import terminals;
£, LPG tanks; and
f LIN/LOX/LAR tanks.
ANSWER: CRI denies the allegations in paragraph 9 of the FTC's comyplaint, and states that

the relevant Jines of commerce in which o assess the effects of the acquisition i1s the sale of

welded steel plate storage tank products,

10.  Field-crecled siructures are constructed on-site at a location specified by the
customer and are gepcrally larger {tham similar stmciures that are manufactured at & fabrication

facility and then transporied to the customer's site.

ANSWER: CBI admils that feld-erected structures are comsiructed on site at a location
speeilied by the customer and further admits that field-erected strueturcs arc usnally but not
always larger than sirnilar struchires manufactured in a shop and then transported to a customer's

sife.

11.  Thetmal vacuum chambers are large, ficld-erected chambers that arc used to
simulate the environment of outer space (high vacuom and exireme varialions in temperature)
and are used for testing satellites and other aerospace and defense equiptnent.



ANSWER: CBl admits the allegations of paragwaph 11 but states that vacuum chambers
without the thermal shroud aiso simulate many of the aspects of the enviromment of outer space,
and are also uscd for testing satcllitcs and othor acrospace and defense cquipment.

12. LING tanks are very large, field-erected tanks used to storc liquefied natural gas
{"LNG") at cryogeme {extremely low) temperatures of approximately -260° F.

ANSWER: CBI admits that LNG tanks store liquefied natural gas at cryogeiuc lemperalures
of approximately -2607 F. CBI further states that some LNG tanks are indeed very large and

field-erected, but that LNG tanks need not necessarily be classified as large or field-erected. CRI

denies the remaining allegations of paragraph 12.

13.  LINLOX/LAR tanks are large, fizld-erected lanks used to store liquid nitrogen,
Liguid oxygen and hquid argon ("LIN/LOX/LAR™), at cryogenic temperatures ranging from
approximately -300° F to -320° F, and feld-creeled spheres usced to store liguid hydrogen and
liguid helium at cryogenic temperatures as low as -450° F.
ANSWER: (Bl admits that LINJLOX/LAR tanks arc used to store liquid nitrogen, liquid
oxygen and liquid argon al cryogenic temperatires ranging from approximately -300° F to -320°
I, and that feld-crected spheres used to store liquid hydrogen and liquid heliom would store

those producls at cryogenic temperatures as low as -450° F. CBI stales that LIN/LOX/LAR
tanks are [reguently but nol always large, and in fact are in many wslances shop-erected. CBI
denies the remaining allegations of paragraph 13.

14,  LPG tanks are field-erected tanks that are used to store liquefied petrolenm gas
{("LPG"} at low temperatures of approximately -50° F.

ANSWER: CBI adinits that LPG tanks are used te store liquefied petroleum gas at low

temperatures of approximately -50° 1.  CBI denics that LPG tanks are always leld-erected and

denies the remaining allegations of paragraph 14.

15.  LNG peak shaving plants are used to liquefy natural gas and store the natural gas
in liguid form for use during periods of peak demand. LNG peak shaving plants are field-erected
and consist of two essential components: LNG storage tanks, and LNG liquefaction units. In
1L.NG peak shaving plants, natural gas from & pipeline is reffigerated in the liquefaction unit and
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stored in liguid form in an LNG tank. The stored LNG can be heated, vapenzed and put back
inlo the supply stream o meel Jemand peaks,

ANSWER: CBI admits the allegations of paragraph 15 of the complaint, except CB1 denies

that LNG storage tanks end LNG ligquclaction units are the two essential components of such a

facility.

16.  LNG impart terminals are complexes that are used to receive LNG from ocean
fankers and store the LNG. The stored LNG is typically converted to natural gas and then forther
tmmsported or distnbuted by pipeline, LNG tanks are an csscnfial componeni of ING import

terminals.

ANSWER: CBI admuiis the allegations of paragraph 16, except that CBI demies that LNG

import terminals are "coimplexes.”

GEOGRAPHIC MARKET

17.  The relevant goographic market in which to assess the effects of the Acquisition
in each af the relevant lines of commerce is the United States as a whole.

ANSWER: CBl denics that the relevant peopraphic market in which to assess the effects of
the acquisitfon in the relevant iine of commerce is the United States as & wholc, and instead
slatcs that the relevant gecgraphic market in which to assess the effects of the acquisiiion is
world-wide in scape. CBI denies the remainder of paragraph 17 of the complaint.

18.  Foreign producers of the relevant products are af a2 cost disadvantage in
attempting to compete with CR&I and PDM in the supply of the relevant produets in the United

Siates. Foreign producers of the relevant products cannot economically compete with CB&I and
PDM in the supply of the relevani products in the United Statcs.

ANSWER: CRI denies that forcign producers of the relevant products are al a cost
disadvantage in attempting to compete with CBI and PDM in providing services associated with
such relevanl products in the Umied Siales. CBI further denies that loreign producers of the
relevant products cannol economically compete in the supply of relevant products in the United

States and denies the remainder of parapraph 18 of the complaint.



MARKET STRUCTURE

19.  Each of the rclevani Imes of commerce is highly concentrated in the United
Statas,

ANSWER: (BI denies that each of the relevant hnes of commerce is highly concentrated in
the United States, and further denies that the United Stﬁtes is the geographic market in which the

concentration measure should be made. CBI denies the remaining allegations of paragraph 19 of

the complant.

20.  Prior to the Acquisition, CB&I and PDM were direct and aciual competitors in the
construction and sale of thermal vacuum chambers in the United Stales. Defendants competed
with each other on price, service, and timcliness of project completion and competed through
innovation to enhance the efiiciency, performance and reliability of thenmal vacuwn chambers.
CB&! and PDM were the only significant producers of thermal vacunm chambers in the United

States.

ANSWER: CBI admits that it competed directly agamst PDM on onc thermal vacuum:
chamber project in the United States prior 1o the acquisition -- the Speetrum Astre Project. CBI
denies thal it and PDM were the only significant pmducars of thermal vacuum chambers in the
United Statcs, and states that PDM and others have made &l the thermal vacuum ¢chambers made

in the TTnited States in the last 10 years. CBI denies the remaining allegations of paragraph 20 of

ihe complaint.

2]l.  The Acquisition combined the only significant producers of themmal vacuum
chambers in the Uniled States. The Acquisition may create g monopoly in the United States in
thermal vacuum chambers.

ANSWER: CBl denies the allegations of paragraph 21.

22 Pror to the Acquisition, CB&I and PDM were direct and actual competitors in the
design, enginecring, construction and sale of LN tanks and were the only sigmificant producers
of LNG tanks 1z the United States. Respondents competed with each other on price, service, and
timeliness of project completion.

ANSWER: (Bl admits that it competed with PDM m the design, engineering, construction

and sale of LNG farks in the United Stafcs. CBI denies that it and PDM were ihe only



significant producers of LNG tanks in the United States, and denies the remainder of the

allegations in paragraph 22.

23.  The Acquisthon combined the ooly significant producers of LNG tanks in the
United States. The Acquisition may create a monopoly in the Uniled States in ING lunks.

ANSWER: CBI denies the allegalions of paragraph 23 of the complaint.

24.  CBI bids for and sefls ING peak shaving plants, consisting of both the LNG
storage tank and the liquefaction unit. In bidding for the eonstiuction of new LNG peak shaving
plants, CB&I has declined to bid for the sale of its LNG tanks separate from its LNG liquefaction
units, lhereby disadvantaging competitors which supply LNG liquefaction units only.

ANSWER: CB! admits thaf it bids for and sells its services lo customers seeking to build
LNG peak shaving plants, and that CBI will usually bid to provide the LNG storage tank and
liquelaction wmt for such plants. CBI further admits that there has been at lcast one instance
where it has declined to bid the sale of ING lunks scpavate from its liquefaction vnits. CBI
denies that this decislon disadvantaged companics which supply LNG hiquefaction units only,

and further denies the remainder of paragraph 24.

25.  Prior to the Acquisition, PDM competed with CB&I m the design, enginesring,
construction and sale of LNG peak shaving plants by bidding for the construction of the LNG
tank in partmership or coorditation with a manufacturer of the LNG liguefaction unil. Typcally,
PDM partnercd with Air Products and Chemicals, Ine., which would submit & bid for the LNG
peak shaving plani based on an LNG tank to be construcled by PDIM.

ANSWER: CBI admits that PDM compeied with CBI for various aspects of the design,
engincering, consiruction and sale of services associaled with LNG peak shaving plants. CBI
further admits that it was aware that PDM had partnered wilh Air Products and Chemicals, Ine.
for cartain projecls. CBI denies the remainder of paragraph 25.

26.  CBI and PDM/Air Products have built all of the LNG peak shaving plants
constructed in the United States since 1990, Prior to the Acquisitton, CB&I management
concloded thal by refraining from biddmng separately for construction of an LNG tank, CB&I
would limit 1o only two competitive bidders, CB&I and PDM/Air Products, the competition for
constriction of an LNG peak shaving plant.



ANSWER: CBI admits thal il and PDM {(and FDM's slliance with Air Producis) had buill
portions of all of the small number of LNG peak shaving plants constructed i ihe Uniled States
gince 1990. CBI denies that ils management concluded that by refraining from bidding
separately for construction of an LNG tank, CBI would himit the compefition for peak shaving
plants to only twoe competitive bidders, and denies the remainder of paragraph 26.

27. By eliminating PDM as a competing supplier of ENG tanks, the Acquisition
eliminates CB&I's only significant competition for the construction of LNG peak shaving plants
in the Unifed States, The Acquisition may creaic a monopoly in the United Stafes in LNG peak

shaving planis.
ANSWER: CBI denieg the ailegation in paragraph 27,

2%, Pror to the Acquisition, CB&I and PDM competed in the design, sngineering,
construction and sale of NG import terminals, individually or by partnership or coordination
with others. Prior to the Acqursition, CB&T and PDM were the principal competitors in LNG
import terminals in the United States.

ANSWER: CBI admits that it and PDM competed in the design, engineering, construction
and sale of LNG imiport terminals, individually and somctimes through partnershaps or alliances
with others. CBI denies that it and PDM were the principal competiters in LNG import
terminals 1o the United Stalcs prior to the Acquisition, and further denies the remainder of
paragraph 28.

29, The vast majority of . NG impert terminals in the United States have been built
by CB&I or by PDM, cither individually or by partnership or coordination with others.

ANSWER: CBI admits that it and PDM builf many of the LNG import terminals in the
Umted States, but i3 without sullicient information o admil or deny whether those two

companies had built the "vast majority" of such import terminals given the imprecision of that

term.

. 3. The Acquisition combined the two largest producers of LNG mport {erminals in
the United States. The Acquisition may create a monapoly in the United States in LNG import
terminais.



ANSWER: CEl denies the allegations of paragraph 30.

31.  Prior to the Acquisition, CB&I and PDM were dircet and actual competilors in the
construction and sale of LPG lamks in the United States. Defendants competed with each other
on price, service, and timeliness of preject completion. CB&L and PDM were the leading
competitors amang only few producers of LPG tanks mn the United States. CB&I and PDM built
most of the LP(: tanks that were constructed in the United States since 1990.

ANSWER: CBI admts that it and PDM were direct and actual competitors for the
constmction and sale of LPG lunks in the United Sialcs, and that CBI and PDM built many of the
relatively small number of LPG tanks constrncted 1n the United States since 1043, CBI denies
that it and PDM were the "leading competitors among only few producers of LPG tanks in the

United States”, and further denies the remainder of paragraph 31.

32.  The Acquisition combined the two largest producers of LPG tanks in the United
States. The Acquisition may ¢reate a dominant firm in the United States in LP( tanks.

ANSWER: (BI denies the aliggalions of parapraph 32,

33.  Prorlo the Acquisiion, CB&I and PDM were direct and actual competitors in the
construclion and sale of LIN/LOX/LAR tanks in the United States. Defendants competed with
each other on price, service, and timeliness of project completion. POM and CB&I were leading
competilors among five producers of LINVLOX/LAR tanks in the United States. The only other
leading produccr exited the market prior to the Acquisition. CB&I and PDM built most of the
LIN/LOX/LAR tanks that were consiructed in the TInitcd States since 1990,

ANSWER: CBI admits that it and PDM were direct and actual competitors in the construction
and sale of LINJLOX/LAR tanks in the United States. CBI denies that il and PDM were the
leading competitors for the construchon of such lanks in the United States, that there were only
five producers of such tanks in the United States, and that CBI and PDM bullt most of such tanks
that were construcied in the United States since 1990. CBI further denies the remainmg

allegations of paragraph 33.

34,  The Acquisition combined the two largest producers of LINVLOX/LAR tanks in
the United Statics. The Acquisition may create a domunant firm in fhe United States mn

LINLOX/LAR tanks.

ANSWER: (BI denics the allegations of paragraph 34,
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35,  Entry info ihe relevant product markets would not be timely, likely, or sufficient
in ils magnilude, character, and scope lo deler or counteract anticompetitive effects of the

Acquisition.

ANSWER: CBI denies the allepations of paragraph 35, and states that cniry into ithe United
Stales for the sale and construction of services associated with all of the produet types identified
by the FTC is not ouly likeiy but is actoal, is currently tunely, and is sufficient in its magmitude,
character and scope to deter and counteract the FTC's perceived anticompetitive effects of the
Acquisition. CBJ denies the temainder of the allegations of paragraph 35.

36.  Repufation is a barvier in cach of the relevant markets. Customers are reluctant to
ciigage the services of a new entrant for the construction of relevant products bocause of the
possibility of economic loss inherent in product failure. LNG tanks, LPG tanks, and
LIN/LOX/LAR tanks hold large quantities of flammable or otherwise dangerous liquid gascs.
ANSWER: CBI denies that reputation is a barrier to entry in the manufaciure of any of the
relevant tank fypes, and denies that such tank types constitute independent relevant markets. CBIL
denies that customers are reluctant to chgage the services of a new entrant, and notes that there
are many examples where customers have cngaged the services of a new entrant for the
construction of these products. CBI denies that there is any significant possibility of economic
loss inherent in product falure, and while CBI adiuts thalt LNG lanks, LP{ tanks and
LINFLOX/LAR fanks can be constructed to held large quantities of flaminable or otherwise
dangerous liquid gases, dangers resultihg from [aehy construction of such materials by existing
or new fimms are mmmal, €31 denies the remainder of paragraph 36 of the complaint.

37.  Satelbte manufacturers depend on the timely completion and reliable and

economic operation of ihermal vacuum chambers 1o fucilitate iimely and economic delivery of
satellites to their acrospace customers. Wissing a satellite delivery deadline can trigger costly

liquidated damages clauses.
ANSWER: CBI denies the allegations of paragraph 37 of the complaint except to state (hat it

lacks sufficient information to adiit or deny whether the missing of a satellite delivery deadline
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can lrigger costly liquidated darnages clavses. CHI further states that there is an already existing
over capacily of thermal vacuum chambers in the United States to facilitate the timely and
ccononue delivery of satellites, and denies the remainder of the allegations of paragraph 37.

38. A pew entrant would lack CB&I's and PDM's strong reputations for successfil
and timely campletion of the relevant products. Consequently, customers would likely pay a
premium for the services of the merged firm, and & new entrant would not effectively constrain
noncompelilive price increases in the relevanl markets.

ANSWER: CBI denies the allegations of paragraph 38.

39. A new enirant likely would operate at a higher cost than either CBé&l or PDM.

Through complcting muliiple projects in the relevanl markets over the years, CB&I and PDM
have developed customized construction equipment and procedures, which the companies
consider proprictary, A new entrant would lack documented and standardized construciion
procedures and thus would likely have difficulty completing constroction of the relevant
products as economically as CB&I or PDM, or with the same assurance of quality,
ANSWER: CBI denies the allegations of paragraph 39 cxecpt that it admits thal it has
developed some relatively imsignificant types of customnized construction equipment and
procedures. CBI further denies that a new entrant would lack documented and standardized
construction proccdures, as any company that makes welded steel plale slorage tank structurcs
would have their own documented and standardived construction procedures which may or may
not be superior to those utilized by CBI. CBI further denies that any company elher than CB] or
PDM would have difficulty completing construction of the tank types identified by the FTC on
an cconomical or quality assurance basis, and CBI further denies the remainder of paragraph 39.

ANTICOMPETITIVE EFFECTS OF THE ACQUISITION

40,  The Acquisiion may substantially lessen competition in the following ways,
among others:

i. it eliminates actual, dircet and substantial competition between CBé&l and PDM;
b. it removes PDM, a low cost producer and bidder for the relevant products;
c. it 1ncreases the level of concentration in the relevant markets;
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d. it eliminates innovation competition between CB&I and PDM and may Jead to
resduced lnmovation competition in thermal! vacuum chambers and in other

relevant products;
e, it may lead to increases in price for the relevant products;
f. il may increase batriers to entry into the relevant markets;
E it may give CB&I market power in the rclevant markets;
h. it may allow CB&I unilaterally to exercise markst power in fhe relevant markets,

through the combination of CB&I and PDM, which arc the two closcst
competitors by virtue of their fong record of timely and successful completion of

these speciaity projecis;

i it may eliminate one or more competitors of CB&I as suppliers of LNG peak
shaving plants; and

J- it may diminish pnemng znd innovation competition in the sale of LNG
liquefaction units for use in LNG peak shaving plants by foreclosing one or more
competitors 0 CB&] fom selling LNG liquefaction umls.

ANSWER: CB! denies the allegations of paragraph 40 in its entirety and states that o the
contrary, ihe Acquisition has caused a repositiomng which has given an incentive to previously
dormant comtpetitors to 1nvest in this business lo attempt to replace PLM as a bidder for these
storage tank types. CBI denies the remaining allegations of paragraph 40.

YTOLATIONS CHARGED

COUNT I - ILLEGAL ACOUISITION

41,  The aliegations contained in Paragraphs 1-40 are repeated and realleged as though
fizlly set forth here.

ANSWER: CBI ropeats its responsc to the allegations contained in paragraphs 1 through 40
and reallcpes them as though [ully st [orth here.

42.  The effect of the Agquisition may be substantially to lessen competition or tend to
create a monopoly in violaton of Scotion 7 of the Clayton Act, 15 U.S.C. § 18, and Section 5 of
the Federal Trade Commission Act, I3 U.S.C. § 43,

ANSWER: CBI denies the allegations of paragraph 42, exccpt to state that the relevant

statutes contam proper legal citations.
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COUNT IT — UNFAIR METHOD OF COMPETTTION

43.  The allegations contained tn Paragraphs 1-42 are repeated and realleged as though
fully set forth here.

ANSWER: CBI repeats s response to the allegations contained in paragraphs 1 through 42
and realleges themn as though fully set forth here.

44,  CEI and PDM, through the Acquisition and the Acguisition agrecment descnbed
in Paragraph 8, have engaged In unfuir methods of competilion in or affeciing commerce in
violation of Section 3 of the Federal Trade Commission Act, 15 U.5.C. § 45.

ANSWER: (CBI denies the allegations of paragraph 44, except fo state that the relcvant

gtatutes contain proper legal citations.

Date: Febrnary 4, 2002 Respectiully sgbmitted by:

bl

Ane M. Kelley
effrev A. Leon
Winston & Strawn
35 West Wacker Dirive
Chicago, 1L 60601-9703
Tel: 312-558-5600

Nada Sulaiman

Winston & Strawn

1400 L Sireet, N.W,
Washington, D.C. 20005
Tel; 202-371-3700

COUNSEL FOR Clil
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UNITED STATES OF AMERICA
BEEFORE FEDERAL TRADE COMMISSION

In the Mutter of
CHICAGO BRIDGE & TRON COMPANY N.V., a foreign corporation,
CHICAGO BRIDGE & IRON COMPANY, a corporation, and
PITT-DES MOINES, INC., a corporation
Docket No. 8344
PFUBLIC

PITT-DES MOINES, INC.'S ANSWER TO COMPLAINT

Respondent, Pitt-Des Moines, Inc. ("PDM"), by and through its attorneys, Winston &
Strawn, hersby answers The Federal Trade Commissien ("FTC"} Complamt as follows:
THE PARTIES

1. Respondent Chicage Bndge & DIon Company N.V. 15 a forcign corporation
organized and existing under the laws of The Netherlands, with its principul place of business at
Polarisavenue 31, 2132 JH Hoofddorp, The Netherlands.

ANSWER: FPDM is without sufficient infonmalien to admit or deny the fisty set forth in

paragraph 1.

2. Respondent Chicago Bridge & Tron Company, a wholly owned subsidiary of
Chicago Bridge & Tron Company N V., is a corporation organized and existing under the laws of
the State of Delaware, with ig principal place of business at 1501 North Division Sireet,

Planfield, Illinois 60544,

ANSWER: PDM is without sufficient information to admit or deny the facts set forth in

paragraph 2.

3. CBI, headquartcred in Amsterdam, is one of the world's leading clobal
enginesting and construction companies. CB&) desizms, engineers, fabricates, and repairs field-
erected siorage facilities and stecl plate structures. In 2000, CBI had lotal revenue of $634

million.

ANSWER: PDM 15 without sufficlent information to admit or deny the facts set forth in

paragraph 3.



4, Respondent Pitt-Des Meines, Inc. is a corporaticn organized and existing under
the laws of the State of Pennsylvania, with its principal place of business at 1450 Lake Robbins
Drive, Spite 400, The Waodlands, Texas 77380,

ANSWER: PDM admifs the facts set forlh m paragraph 4 of the complaind.

3. Prior to the Acquisttion, described in Paragraph 8, PDM was a diversified
enginecring and construction company specializing in the engineering and design, procurament,
fabrication, ercction and rehabilitation of stcel producis, including liquid and cryogenic storage
and processing systems, waler slorage systems, bridges and buildings, principally in the Western
Hemisphere. PDM was also engaged in the distribution of steel.

ANSWER: PDM admits that, prior to the acquisition, it engineered, designed, procurcd,
fabricated and erected steel products including liguid and cryogenic storage and processing
systerns and watetr storage systems, and ihat much of that work occurred in the Western
Hemisphere. PDM also admits that it had many lines of busimess not subject to the
Commission's Complaint, and that its asset sale to CBI was part of a general plan by PIDM to sell
off all of ils assets and lines of business. PDM denies the remaining allegations of paragraph 5

of the complaint.

6. In 2000 PDM had tolal revenue of 3607 million, of which $152 million was
eamed hy the Engineered Construction Division.

ANSWER: PDM admits that the Engmeered Construction Division of PDM had gross
revenues of 5152 million for fiscal vear 2000, but states that it is without sufficient information

io admit or deny what PDM's total vear 2000 revenues were,

JURISDHCTION

7. Respondents CB&I and PDM are, and at all times relevant herein have beeq,
engaged in comroerce, as "commerce” is defined in Seciion 1 of the Clayton Act, as amended, 15
US.C. § 12, and are corporations whose business is in or effects commerce as "commerce" is
dciined in Section 4 of the FT'C Act, as amoended, 15 U5.0. § 44,

ANSWER: FDM admils the allegations contained in paragraph 7.



THE ACQUISITION

5. On or abont February 7, 2001, CB&I acquired, pursuant to agreement with FDM,
PDM's Watcr Division and Engineered Construction Division fer approximately $84 million

{"the Acquisition").

ANSWER: PDM admits that on February 7, 2001, it completed the sale of cortain assets o
CBI related to FDM's Water Division and Cngineered Construction Division. PDM further
admits that the purchase price agreed to on February 7, 2001 was approximately $84 muillion, but
states that that number has been reduced as a result of post closing adiustments. PDM denies
that if sold the PDM Water Division and Engineered Construction Division of PDM, but rather

states that it sold most of the assefs and liabilities relating to those divisions.

LLEVANT MARKETS
0. Relevant lines of commerce in which ta assess the effects of the Acquizition are:
a thermal vacuum chambers,

b. LNG tanks;

C. LNG pouk shaving planis;
d. LN import tcrminals;

c. LPG tanks; and |

f LINVLOX/LAR tunks,

ANSWER: PDM denies the allegations in paragraph 9 of the FTC's comnplamt, and states that

the relevanl lipes of commeree 1n which (0 assess the effects of the acquisition is the sale of

walded stecl plate storage tank products,

10.  Field-erected structures arc constructed on-site at a location specified by the
customer and are gencrally larger than similar structures that are manufactured at & fabrication

[acility and then transported to the customer’s site.

ANSWER: PDM admiits that ficld-erected structures are construcled on site at a location

specificd by the customer and further adimits that field-erected structures are wspully but not



always larger than similar structures manufactured in a shop and then transported to a customer's

gite,

11. Thermal vacunm chambors are larse, Oold-crected chambers that are used 1w
simulate the environment of outer space (high vacuum and extreme variations in {emperature)
and arc nsed for testing satellites and other acrospace and defensc equipment.

ANSWER: PDM adwmits the allegations of paragraph 11 but siates that vacuum chanibers
without the thermal shroud also simulate many of the aspects of the environment of outer space,
and are also used for testing satelliles and other aerospace and defense equipment.

12, LNG tanks arc very large, field-erected tanks used to store liquefied natural gas
(".NG") at eryogenic (extremely low) temperatures of approximaiely -260° F.

ANSWER: PDM admits that LNG tanks store liguchied natural gas at cryogenic temperatures
of approximately -260° F. PDM further states that some LNG tanks ars indeed very large and
field-erected, but that LNG tanks need not neeessarily be classified as large or field-erceted.
PDM dentes the remaining ailcgations of paragraph 12,

13.  LIN/LOX/LAR tanks arc large, ficld-crected tanks uscd to storc ligoid mtrogen,

fiquid oxygen and liquid argon ("LIN/LOX/LAR™), at cryogenic lemperatures ranging flom
approximately -300° F to -320° F, and ficld-erecied spheres used to store liquid hydrogen and
liguid helium &t cryogenic temperatures as low as -450° F.
ANSWER: PDM admits that LINVLOX/LAR tanks are used (o store Hyuid nitrogen, liguid
oxygen and liquid argon 2l cryogenic lemperatures ranging from approxmnately -300° F to -320°
F, and that field-erected spheres used o store liquid hydrogen and liguid helium would store
those products at crycgenic temperatures as low as -430° F. PDM states that LINLOX/LAR
tanks are frequently but not always large, and in fact are in many instances shop-erected. PDM
denies fhe remaining allegations of paragraph 13.

14,  LPG tanks are field-erected tanks that are used to store liquefied petroleum gas
(“LPG") at low temnperatures ol approximately -50° F,



ANSWER: PDM admils that LPG tanks are used to store liguefied petroleurn gas at low

temperatures of approximately -30° F. PDM denies that LPG tanks are always ficld-erected and

denies the remaining allegations of paragraph 14.

15. LN peak shaving plants are used to liquefy naturai gas and storc the nataral gas
in liquid fonm for use during periods of peak demand. LNG peak shaving plants are field-erected
and consist of two essential components: LING storage tanks, and LNG liquefaction units. In
LNG peak shaving plants, natiral gas from a pipeline is refrigerated in the liguefaction unit and
stored in liquid form in an LNG tank. The stored LNG can be heated, vaporized and put back
into the supply stream to meet demand peaks.

ANSWER: PDM admits the allegations of paragraph 15 of the complaint, except PIXM denies

that LN starage tanks and LNG hquefaction units are the two essential componenis of such a

facility.

i6. LNG pnporl lerminals are complexes that are used o receive LNG from ocean
tankers and store the LNG. The stored LING is typically converted to natural gas and then further
transported or distributed by pipeline. LING tanks are an essential componenl of LING import

terminals.

ANSWER: FPDM admits the allegations of paragraph 16, except PDM denies that TNG

import temminals are "complexes."

GEOGRAPHIC MARKIT

17.  The relevant geographic markel in which (o asscss the offects of the Acguisition
in each of the relevani lines of commerce is the Tnited States as a whole.

ANSWEHR: PDM denies that the relevant geographic market in which to assess the effects of
the acquisition in the relevant line of commerce is the Uniled Stales as a whole, and instead
slates that the relevani geographic market in which to assess the effects of the ascquisition is
world-wide in scope. PDM denies the remainder of paragraph 17 of the complaint.

18.  Fareign producers of the relevant products are at a cost disadvanlage jn
atfempting to comipete with CB&T and PDM in the supply of the relevant products in the United

States. Foreign producers of the relevant products cannot ecenomically compete with CB&I and
PDM in the supply of the televant products in the United States.



ANSWER: PDM demes that forsign producers of the relevamt products are at a cost
disadvantage in alternpting to compele with FDM or CBI in selling services associated with such
relevant products in the United Stafes. PDM further demies that foreign producers of the relevant
products cannot ceconomically eompcte in the sepply of relevant products in the Uniled States

and denies the remainder of paragraph 18 of the complaint.

MARKET STRUCTURE

19,  Each of the relevant lines of comunerce is highly concentrated in the United
States.

ANSWER: PDM denies that each of the relevant lines of commeree is highly concenirated in
the Uniled Stales, and further denies that the United States is Lhe geopraphic market in which the

concentration measure should be made. PDM denies the remarmng allegations of paragraph 19

of the complaint.

20.  Priorto the Acquisition, CB&I and PIDM were direct and actual competitors in the
construction and sule of thermal vacuum chambers in the United States. Defendants competed
with each other on price, service, and timeliness of project completion and competed through
irmovation to enhance the efficiency, performance and rcliability of thermal vacuum chambers,
CB&I and PDM were the only significant producers of lhermal vacuun chambers in the United

States.

_ANSWER: PDM admits that it competed directly against CBI on one thermal vacaum
chamber project in the United States prior to the acquisition -- the $pectrum Astro Project. PDM
denies that it and CBI werc the only significant producers of thenmal vacuum chambers in the
1 nited States, and siates that PDM and others have made all the thermal vacuum chambers made

in the United States jn the last 10 years.

21.  The Acquisition combined the only significant producers of thennal vacuum
chambhers in the United States. The Acquisition may create a monopoly in the United States in

thermal vacuum chambers.

ANSWER: PDM denies the allegations of paragraph 21.



22, Prior o the Acquisition, CB&I and PDM were direct and actual competitors in the
design, engineering, construction and sale of LNG tanks and were the only significant producers
of LNG tanks in the United States, Respondents competed with cach other on poce, service, and

timeliness of preject cormpletion.

ANSWER: PDM admits that it competed with CBI in the design, enginccring, constriction
and salc off LNG tanks in the United Stafes. PDM denies that it and CBI were the only

significant producers of LN{G tanks in the United States, and denies the remainder of the

allegations in paragraph 22.

23, The Acquisition combined ihe enly significant producers of LNG fanks in the
United States. The Acquisilion may create 3 monopoly in the United States in LNG tanks.

ANSWER: FDM denies the allagations of paragraph 23 of the complaint.

24.  CBI bids for and sells LNG peak shaving plants, consisting of both the LNG
storage tank and the liquelaction unil. In bidding for the construction of new LING peak shaving
plints, CB&T has declined to bid for the sale of its LNG tanks separate from its ING liquefaction
units, thereby disadvantaging compeiitors which supply LNG liguefaction units only.

ANSWER: PDM admits thal CBI has bid for and sold its services in designing, engincering
and constructing LNG peak shaving plants, and that CBI has provided hids for the LNG storage

tank and liquefaction unit for such plans. PDM lacks sufficient information to admit or deny the

remainder of paragraph 24.

25.  Prier to the Acquisition, PDM competed wilh CB&I in the design, engineering,
construction and sale of LNG peak shaving plants by bidding for the construction of the LNG
tank in partnership or ceordination with a manufacturer of the LNG lignefaction unit. Typically,
PDM partnered with Air Preducts and Chemicals, Inc., which would submit a bid for the ING
peak shaving plant based on an LNG tank to be consiructed by PDM.

ANSWER: PDM admits that it competed with CBI for varions aspects of the design,
engineering, construction and sale of services associated with LNG peak shaving planis. PDM
further admits that 1t had parinered with Air Products and Chemicals, lne. PDM denies the

remainder of paragraph 25.

26. CBI and PDM/Air Products have built all of the LNG peak shaving plants
constructed in the United Stales since 1590. Prior to the Acquisition, CB&I management
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cencluded that by refraining from bidding separately for consimuction of an LNG tank, CB&I
would limit to only two competitive bidders, CB&! and PDM/Air Products, the cc&mpeumn fior

construction of an LNG peak shaving plant,
ANSWER: PDM admits that it (and its alliance with Air Products) and CBI had built portions

of all of the amall number of LNG peak shaving plants constructed in the Umnited Sfates since

1990 that PDM is aware of. PDM is without sufficient information te adimit or deny what CBI's

management concluded, and denies the remainder of paragraph 26.
27. By eliminaiing PDM as a competing suppiier of LNG tanks, the Acquisition

eliminates CB&T's only significant competition [or the construction of LNG peak shaving plants
in the United States. The Acqguisition may create a monopoly in the United States in LNG peak

shaving plants.

ANSWER: PDM denics the allegation in paragraph 27,
28 Prior to the Acquisition, CB&I and PDM competed in the design, engineering,
construction and sale of LNG import terminalg, individually or by partnership or coordination

with others. Prier to the Acquisition, CB&I and PDM were the principal competitors in LNG
impor lerminals in the United States.

ANSWER: PDM admits that it and CBI competed in the design. engineering, construction
and sale of LNG import terminals, individually and sometinies through partnerships or alliances
with others. PDM denies that it and CBI were the principal competitors in LNG import
terminals in the United States prior fo the Acquisiion, and further denies the remainder of

paragraph 28.

29.  The vast majority of LNG impeort terminals in the United States have been built
by CB&I or by PDM, either individually or by partnership or coordination with others.

ANSWER: PDM admits Lthat it and CBI built many of the LNG impont terminals in the
United States, but is without sufficieni information to admit or deny whether those two

companies had built the "vast majority” of such import terminals given the imprecision of that

termt.



30.  The Acquisition combined the 1wo largest producers of LNG import ternminals in
the United States. The Acquisition may create a moenopoly in the United States in LNG import

terminats.
ANSWER: PDM demes the allegations of paragraph 30.

31. P to the Acquisiion, CE&I and PDM were direct and actual competitors in the
construction and salc of LPG tanks in the United Slates. Defendants competed with each other
on price, service, and timeliness of project completion. CB&I and PDM were the leading
competitors among only few producers of LPG tanks in the United States. CB&T and FDM buift
mest of the LPG tanks that were constructed in the United States since 1990, :

ANSWER: PDM admits that it and CBI were direct and actual competitors for the
construetion and sale of LPG tanks in the United States, and that CBI and PDM built many of the
relatively small number of LPG lanks constructed in the United States since 1990, PDM denics
that it and CBT were the "leading compelitors among only few producers of LPG tanks in the
United States”, and further denies the remainder of paragraph 31.

32, The Acquisition combined ithe two largesi producers of LPG tanks in the Unjted
States. The Acquisition may creatc a dominant firm in the United States in LPG tanks.

ANSWER: PDM denies the allegations of paragraph 32.

33.  Prour o the Acquisifion, CB&I and PDM werc direct and actual compctitors in the
construction and sale of LINVLOX/LAR tanks in the United Siates. Defendanis competed with
cach other on price, service, and timeliness of project completion. PDM and CB&I were leading
competilors ammong five producers of LINVLOX/LAR tanks in the United States. The oniy other
leading producer exited the market prior to the Acquisition. CB&IL and PDM built most of the
LIN/LOX/LAR tanks that were consfrocted in the Umted States since 1990,

ANSWER: PDM admits thar it and CBI were direct and actual competitors in the constriciion
and sale of LINFLOX/LAR tanks in the Undted States. CBI denies that it and PDM were the
Jeading competitors for the construction of such tanks in the United States, thal there were only

five producers of such fanks sclling their services in the United States, and that CBI and PDM

built most of such tanks thal were constmacted in the United States since 1990, CBI {urther

denies the remaining allegations of paragraph 33.



34, The Acquisition combined the two largest producers of LIN/LOX/LAR tanks in
the Umted States. The Acquisition may create n dominani firm in the United States in
LIN/LOX/LAR tanks.

ANSWER: FDM denies the allegations of paragraph 34.

35.  Entry into the relevant product markets would not be timely, likely, or sufficient
in jts magnitude, character, and scope to deiler or counteract anticompetitive effects of the

Acquisition.
ANSWER: PDM denics the allegations of paragraph 35, and stafes that entry in the United
States for the sale and construction of services assaciated with all of the product types identified
by the FTC is not only likely but is actual, is currently timely, and is sufficient in its magnitude,
character and scope to deter and counteract the FTC's perceived anlicompelitive effects of the
Acquisition. PDIM denies the remainder of the allegations af paragraph 35,

36.  Reputation is a barrier in each of the relevant markets. Customers are reluctant to
engage the services of a new entrant for the construction of relevant products hecause of the

possibility of cconomic foss inheremt in product failure. LNG tanks, LPG tanks, and
LIN/LOX/LAR fanks hold large quantities of flammmable or otherwise dangerous liquid pascs.

ANSWER: PDM denies that reputation is a barter to entry in the manufaciure of any of the
relevant tank types, and denies that such tank types constitute independent relevant markets.
PDM denies that custommers are reluctant to engage the services of & new enirant, and notes that
there are many examples where customers have engaged the services of a new entrant for the
construction of these products. PDM denies that there is any significant possibility of gconemic
loss inherent in producl failure, and while PDM admits that LNG tanks, T.PG tanks and
LINLOX/LAR tanks can be constructed to hold large quantities of flammable or otherwise
dangerous hquid gases, dangers resulting from faulty construction of such materials by existing
or new firms are minimal. PDM denies the remainder of paragraph 36 of the complaint.

37.  Satellite manufacturers depend on the timely completion and reliable and

ecunomic operation of thermal vacuum chambers lo facilitate fimely and economic delivery of
satcllites to their aerospace customers, Missing a satellite delivery deadiine can trigger costly

liguidated damages clanses.
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ANSWER: PDM denies the allegations of paragraph 37 of the complaint excopl fo statc that 1
lacks suftficient informalion to admit or deny whether the missing of a satellite delivery deadline
can trigger coslly lguidaled damages clauses. PDM funther states that there is an already
existing over capacity of thermal vacuurn chambers in the United States to facilitate the timely
and economic delivery of satellites ind denies the remainder of the allegations of paragraph 37.

38. A new enyrant would lack CB&s and PDM's strong reputations for successful
and timely completion of the relevant products. Consequently, customers would likely pay =
premivm for the services of the merged fimm, and a new enirant would not effzetively constrain
noncompetitive price increasss in the relevant markets.

ANSWER: PDM denies the allegations of paragraph 38.

39. A new entrant likely would operate at a higher cost than either CR&T or PDIM.
Through compleling omwHiple projecis in the relevant markets over the years, CB&I and PDM
have developed customized construction equipment and procedures, which the companies
consider proprietary. A new entrant would lack documented and standardized construction
procedures and thus would likely have difficulty completing constuction of the relevani
products as economically as CB&T or PDM, or with the same assurance of qualicy.

ANSWER: PDM denies that a now cntrant would lack documented and standardized
comstruzclion procedures, as any company that makes welded steel plate siorage tank structures
would have their own documenicd and slandardized construction precedures which may or may
not be supenior to those utilized by FDM. PDM further denies that any company other than CBI
or PDM would have difficulty compleling construction of the tnk segmenis identified by the

FTC on an economical or quality assurance basis, and PDM further denies the remainder of

paragraph 39.
ANTICOMPETITIVE EFFECTS OF THE ACQUISITTON

40.  The Acquisition may snbstanlially lessen competition in the following ways,
among others:

a. It ehiminates actual, direct and substantial competition between CB&I and PDM;

b. it removes PDM, a low cost producer and bidder for the relevant products;
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c. it increases the level of concentation in the relevant mackets:

d. it eliminates innovation competition between CB&T and PDM and may lead to
reduced innovation competition in thermal vacuum chambers and in other

relevant producis;
e. it may lcad to incrcascs in price for the relevant products;
f. it may increase barriers to ﬁﬂ@ into the relevant markets,

£ it may give CB&! market power in the relevant markets;

h. it may allow CR&I unilaterally to cxcreise market power in the relevamnt markets,
through the combination of CB&[ and TDM, which are the wwo closest
cornpetitors by virtue of their leng record of timely and successful compietion of

these specialty projects;

i it may eliminate ¢ne or mors competitors of CB&I as suppliers of LNG peak
shaving plants; an«d

j- it may dinunish poemg and innovation competition ih the sale of LNG
liquefaction units for use in LNG peak shavmg plants by foreclosing one or more
competitors to CB&T from sclling ING liquefaction units.

ANSWER: PDM denies the allegations of paragraph 40 in its enfirety and siales that to the
conirary, the Acquisition has causcd a repositioning which has given an incentive W previously
dormant competitors to invest in this business lo attempl to replace PDM as a bidder for these
storage tank (ypes. PDM denies the remaining allegations of paragraph 40.

VIOLATTONS CHARGED

COUNT I - ILLEGAL ACQUISITION

41.  The aliegaticns contained in Paragraphs 1-40 are repeated and realleged as though
fuily set forth here.

ANSWER: PDM repeats its response lo the allegations contained in paragraphs 1 through 40
and realleges them as though fully set forth here,

42, The effect of the Acquisition may be substantially to lessen competition or tend to
create 3 monopoly n viclation of Section 7 of the Clayton Act, 15 11.8.C. § 18, and Section 5 of

the Federal Trade Commission Act, 15 UU8.C. § 45
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ANSWER: PDM denies the allegalions of paragraph 42, excepl to slale ihat the relevant

statules contain proper legal citations.

COUNT I1I -- UNFAIR METROD OF COMPETITION

43,  The allegations contained in Paragraphs I-40 are repeated and realleged as though
fully set forth here.

ANSWER: PDM repears its response 1o the allegations contained jn paragraphs 1 through 42

and realleges them as though fuliy set forth here.

44.  CBI and PDM, through the Acquisition and the Acquisition agreement described
in Paragraph 8, have engaged in unfair methods of competition in or affecting commerce in
vioilation of Seclion 5 of the Fedoral Trade Commission Act, 15 U.8.C, § 45,

ANSWER: PDM denies the allegations of paragraph 44, except to statc that the relevant

statutes contain proper legal citations.

Date: February 4, 2002 Eezpecthul broitied by

e M. Kelley (
Jeffrey A. Leon
Winslon & Sirawn

35 West Wacker Drive
Chicaga, IL 60601-9703
Tel: 312-5358-5600

Nada Sulaiman

Winston & Strawm

14G0 L Strect, MW,
Washingion, D.C, 20005
Tel: 202-371-57G0

COUNESEL FOR PDM

9916801
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PROOF OF SERYICE

I Nada 'S, Sulaiman hereby certify that on this 4ih day of February, 2002 [ served

(1) Chicago Bridge & Iron N.V.'s Answer to Complaint and {2) Pitt-Des Moeines, Inc.'s Answer

1o Cormplaint, by hand delivery upen:

Steven L. Wilensky

Federal Trade Cormnmission

GO0 Pennsyivania Avenue, N.W.
- Room §-3621

Washington, D.C. 20380
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