IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT Of DELAWARE

UNITED STATES OF AMERICA,
Plaintiff,
V.

CIVIL ACTION

PENN-OLIN CHEMICAL COMPANY ,
OLIN MATHIESON CHEMICAL CORPORATION, and
PENNSALT CHEMICALS CORPORATION,

No. 2282

Filed: January 6, 1961

Defendants.
The United States of Aserica, plaintiff, by its sttorneys
acting under the direction of the Attorney General of the United
States, brings this civil action against the defendants named herein,
an&-complains and alieges as followst
I.

JURISDICTION AND VENUE

1. This complaint is filed and this action is instituted
against the defendants under Section 15 of the Act of Congress
of October 15, 1914, ¢, 323, 38 Stat, f36,‘as amended, entitled
“An Act to supplement existing laws against unlawful restraints
and monopolies and for other purposes," commonly known as the
Clayton Act, in order to prevent and restrain the continuing
violation by the defendants, as hereinafter alleged, of Section 7
of the sa;d Act, and under Section 4 of the Act of Congress of
July 2, 1890, c¢. 647, 26 Stat. 209, as amended, entitled “An
Act to protect trade and commerce against unlawful restraints
and monopolies,” commonly known aslthe Sherman Act, in order to
prevent and restrain the continuing violation by the defendants,

as hereinafter alleged, of Section 1 of said Act.



2.-  The defendant Penn-Olin Chemical Company may be foﬁnd

within the District of Delaware.
I1.
DEFENDANTS

3f Penn=0lin Chemical Company, hereinafter referred to as
Penn~0lin, is named a defendant herein. Penn-Olin is a corpora-
tion oéganized and existing under the laws of the State of Delaware
and has its principal office in Wilmington, Delaware.

4 Pennsalt Chemicals Corporation, hereinafter referred to as
Penngalt, is named a defendant herein. Pennsalt is a corporation
organized ané existing under the laws of the Commonwealth of Penn-
sylvania aﬁd has its principal office in Philadelphis, Pennsylvania.

5, . Olin Mathieson Chemlcal Corporation, hereinafter referred
to as Olin Mathieson, is named a defendant herein. OLlin Mathieson
ig a corporation organized and existing under the laws of the Common-
wealth of Virginia and has its principal office in New York, New York.

III.

TRADE AND COMMERCE

Ga IOlin Mathieson, a leading pfoducer of chemicals and
other products, is among the forty-one largest industrial CoOTporas
tions in terms of assets and the sixty largest industrial corporas
tions in terms of sales in the United States. In 1959 it had assets
approximating $839,000,000 and sales in excess of $700,000,000.
Thirty-one percent of these sales, or about $218,000,000 were
accounted for by Olin Mathieson's Chemicale Division. fhe plants
in which Olin Mathieson produces its large variety of chemicalsg and
chemical products are located in at least 22 states. Raw materials
and ingredients destined for these plants, as well as the products

which emanate from them, are purchased, distributed or sold in

interstate commerce.



Te Pennsalt is one of the larger chemical companies in
the United States. In 1959 it had assets in excess of $90,000,000
and sales of about $87,500,000. It manufactures close to 400
chemicals or chemical products for sale throughout the United States.
‘Its plants are located in Alabama, California, Georgia, Illinois,
Kentucky, Michigan, Ohio, Oregon, Pennsylvania, Texas and Washington.
Raw materials and ingredients destined for these plants, as well as
the products which emenate from them, are purchased, distributed
or sold in interstate commerce.

B. 0lin Mathieson and Pennsalt compete in the production
and sale of at least seven important chemicals: ammonia, calcium
hypoghlurite, caustic soda, chlorine, hydrofluoric acid, muriatic
acid and sulfuric acid. In 1958 out of approximately $600,000,000
in sales of these cheﬁicals throughout the United States, the com=
bined sales of Olin Mathieson and Pennsalt exceeded $80,000,000 or 13%.
Olin Mathieson's volume ia.graater than Pennsalt's on some of the
competitive products and less on others. In 1959, Olin Mathieson's
sales of these products approximated $60,000,000 while Pennsalt's
were about $30,000,000.

9. Pennsalt produces, and both it and Olin Mathieson sell
sodium chlorate, a chemical widely used for industrial, agricultural
and defense purposes. Sodium chlorate, produced by the electrolysis
of an acidified salt golution, is distributed and sold through
channels'of interstate commerce throughout the United States.

Thé largest consumer of sodium chlorate is the pulp and paper
industry which uses it increasingly in the bleaching of pulp for
brighter, higher quality paper. For this burpope, almost 40% of
the sodium chlorate produced in the United States is consumedin

the generation of chlorine dioxide, & gas which possesses the unique

ability to bleach cellulosic fibers to msximum whiteness with little



or no loss of fiber strength. Large quanhtities of sodium chlorate
also go into the manuf#cture of herbicides, the preparation of
agents fo; the defoliation of cotton and soybeans, and the production
-of other important chlorates and perchlorates. The latter groups
include potassium chlorate, a standard ingredient in the manue :
facture of matches, and ammonium perchlorate, an important chemical
ugad as an oxidizer in solid propellant fuels for rockets and
migsiles. The rapidly increasing demand for ammonium perchlorate has
made its production the second most significant use of sodium chlorate
and is widely believed to offer the greatest growth potential for
sodium chlorate comsumption. |

10, The sodium chlorate industry is highly concentrated:
American Potash and Chemical Corporation, with plants in Nevada and
Missisgippi, Hooker Chemical Corporation, with plants in Mississippi
and at Niagara Falls, New York, and Pennsalt with a plant at Portland,
Oregon, presently account for virtually all of the sodium chlorate
produced in the United States. The same three producers, or com
panies owned sy them, also account for all of the potassium chlorate
and virtually all of the ammonium perchlorate produced here. In
1959, Pennsalt accounted for about 14% of the 88,300 tons of godium
chlorate, valued at approximately $14,500,000, produced in the
‘United States. In 1960, as a result of the expansion of its Porte
land plant, Pennsalt®s production has risen to approximately 18%
of the country's totél. Pennsalt®s sales of sodium chlorate
currently exceed 14,000 tons or $2,000,000 annually. The halance
-0f 1ts output is consumedin the manufacture of other products.

11. Olin Mathieson ig Pennsalt's leading customer for
sodium chlorate, currently buying at a rate exceeding 3,000
tons per year. Its purchases represented about 11¥ of Pennsalt‘s
godium chlorate sales in 1958, 12% in 1959 and 21% in the first

six months of 1960. All of the Pennsalt sodium chlorate hought by



Olin Hathiesem is resold to others. Im additiom, Olinm Mathiesen hao
 been & substamtial customer for sodium chlorate produced by Hookayr
Chemical Corporatiom. OClim Mathissem preseatly puwxchsses, for use
or rasale, over 6% of all the sodium chlorate sold im the Unized
States, o

12. Oliz Msthlesonm also occuples & leading positlon im the taech-
nology of sodium chlorate applicstloms. &part frowm ressgrch and produc-
tion sctivitles im solld propellomt vocket fuels swd the owmarship of
-p&tmts relating to the production of perchlorates, Olin Methiesom
owas the patented Mothiesom process, the most widely used syztem in
the Uplited States for gemervatinmg chlorime dioxide from sodium chlovate
for pulp and poper bleachimg purxposes. hs of Pebruary 196¢, 0lim
Mathlcson's process was reported as belng uwsed im wmore thom 20 of
gbout 55 chlorine dioxide pemeration plasts in North Amevica,

13, Om February 11, 1960, Olin Mathileson amd Peamsunlt entaved
isto o jeimt vemture agreement providisg for the creatiom of Pemm~
0lim Chemical Compamy. The aﬁreamnmt provides that {(a) each of the
joint venturers iz to own 50% of the stock of Pewmn-Dlinm; (b} Peum-
0lim L8 to comstruct a plamt gt Calvert City, Femtucky, with ¢ capa-
clty of 25,000 toms of sodlum chlorate per year, uupected Lo cost
approximately $6,500,000, and to be located om land deeded by, and
adiscent to exletiag fmciiitias of Pammsalt; (¢) Olin Matbissom will
act oo ssles agemt for Pemm«<0lim; sed (d) Pemmsalt omd Olinm Mothleson
will discloge to Pemn-0lim all techmical and operating imformation
relating to the operations or comtemplated operations of Penn-Olim
which either party possesses or may davelop prisr te December 31, 1964,

14. Oa Februsry 25, 1960, Penm-01in Chemicsl Compowny was lecor-
porated under the lows of the Stete of Delaware. Penm-0lim ia auvthore
izad to ewgage im the productiom, distribution and sale of chemicals
and chemical compositions of smy state, form, moture, mizture or des-
eription, imcluding sodium c!ilorat@. potasslum chlorate  and per-

chlorates. The vaw materials for Pemn-0lim’s productiom are foumd



in large part outside Kentucky, and Penn-Olin's chemical products are
destined for distribution and sale to customers located in various
states of the United States.

15, Subsequent to the formation of Penn=Olin, the stock of
the corporation, totalling 2,000 shares designated as commort stock,
was issued in squai shares to Pennsalt and Olin Mathieson. In addi-
tion, officers and directors of Penn-Olin have been appointed from
among the personnel of Pennsalt and Olin Mathieson. Among such
officers and directors are the General Manager of the Industrial Chemi~
cals Division of Pennsalt, appointed to serve also as Prasident and a
director of Penn-Olins and the Vice President and Associate General
Manager of the Chemicals Division of Olin Mathieson, appointed to
gserve also ag Vice President and a director of Penn-Olin.

IV
OFFENSES CHARGED

16, The effect of the concurrent acquisitions of part of the
stock of Penn~Olin by Pennsalt and Olin Mathieson may be substantially
to lessen competition or to tend to create a monopoly in the produce
tion and sale throughout the United States or certain sectiong thereof
of sodium chlorate and of such other chemical products sold in commerce
ag are or may be manufactured by either defendant, in violation of
Section 7 of the Clayton Act, as more fully described in paragraph 18.

17. The contract by which Pennsalt and Olin Mathieson undertook
to establish Penn-Olin, and the combination in which defendants have
pooled their respective resources, as described in paragraphs 13
through 15, are in unreasonable restraint of trade snd commerce in the
production and sale of sodium chlorate &nd of other chemicals or chemica

products produced by either defendant, in violation of Section 1 of

the Sherman Act.
v

EFFECTS OF VIOLATICONS

18. The foregoing violations have had and may have the following

affecfs, among others:



(a)‘

()

(e)

(d)

(e)

(£)

(g)

(h)

(1)

19,

Potential competition between Olin Mathieson and
Penngalt in thé production of sodium chlorate has

been eliminated;

Agtual and potential competition between Olin Mathleson
and Penngalt in the sale of sodium chlorate has been
eliminatedy

Competition generally in the production and sale of
sodium chlorate may be substantially lessened;
Concentration in the sodium chlorate industry, and in
the allied fields of chlorate and perchlerate chemi-
cals, w;ll_be preserved and barriers to the entry of
newcomers will be'enhanced;

Olin Mathieson will be eliminated as an independent
customer for sodium chlorate manufactured by competi=
tors of Pennsalty

Actual and potential competition between Olin Mathieson
and Pennsalt in the production and sale of various
chemicals and chemical products may be substantially
lessened;

Suppliers of Olin Mathieson and Pennsalt may be placed
at a competitive disadvantage in attempting to furnish
raw materials or ingredients which either Pennsalt or-
Olin Mathieson c¢an sell to the other:

Consumers will be denied the benefi{s-;f free and
unrestricted competition in the production and sale

of chemicals and chemical products generally;

- Competitors in the chemical industry and in other

.industries may be encouraged to participate in

Jjoint ventures as a means of avoiding, lessening,

restraining or suppressing competition inter sgese.

The violations alleged in the foregoing paragraphs, as well

as the effects of those violations, are continuing and will continue



‘unless the relief prayed for in this complaint is granted.
PRAYER

WHEREFORE , plaintiff prays:

1. That Olin Mathieson, Pennsalt and Penn=0lin be adjudged
to have violated Section 7 of the Clayton Act.

2 That 0lin Mathieson, Pennsalt and Penn-0Olin be adjudged
te have violated Section 1 of the Sherman Act.

3. That the contract; combination and joint venture of Pennsalt
and Olin Mathieson be dissolved under such terms and conditions as
the Court may direct.

4, That defendants and all persons acting on their behalf be
enjoined and restrained from taking any action in furtherance of
the joint venture or the agreement of February 11, 1960.

5.  That Pennsalt and Olin Mathieson, and all persons acting
on thelr behalf, be enjoined and restrained from entering into or
continuing any joint venture agreement, arrangemeni or understanding
with each other, except with the approval of the Court.

6. That a preliminary injunction issue against defendants,
their representatives and agents, to prevent and restrain them
from proceeding jointly with the construction or operation of Penn~
Olin®s plant and facilities, or with the carrying out of any other
provigsions of their agreement, pending final adjudication of the
merits of this complaint.

7. That pursuant to Sections 12 and 15 of the Clayton Act
orders be made and entered requiring Olin Mathieson and Pennsalt
to be brought before the Court in this proceeding and directing
the Maréhals of the Southern District of Wew York and the Eastern

District of Pennsylvania respectively to serve summons upon those

defendants.



B, That the plalatiff have such other snd further relief e
this Court mey deem just sad proper.

9. That the plaimtiff recover the cests of this sult,
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© DARERL J%
Attormey, Department of Justice

Asgfistant Attdraey Gemﬁ#ml
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YEWIS BRRWSTHIN

Attorney, Department of Justice

LERONARD G. RACNER
Hnited States Attormey





