
U.S. Concrete (USCR): Price Fixing
Concerns Jeopardize Vulcan
Materials Acquisition
Expect USCR to fall as much as 23% as the market is underestimating the
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Besides once being accused of conspiring to illegally inflate the price of concrete, Vulcan
Materials has also sold at least 86 ready mix plants now owned by firms at the center of antitrust
probes. With a $1.3 billion bid for U.S. Concrete, Vulcan’s plan to significantly expand its
concrete operations is likely to attract increased regulatory scrutiny. This report reveals Vulcan’s
history in markets plagued by scandal, plus:

● In 2012, Vulcan Materials quietly settled civil litigation accusing it and others of illegally
conspiring to fix and inflate ready-mix concrete prices in Florida

● In 2014, Vulcan sold 65 ready-mix concrete facilities in Florida and Georgia to Argos,
which recently admitted to its role in a price fixing scheme and is cooperating in a larger
federal investigation

● Inexplicably, Argos paid Vulcan a premium significantly higher than even today’s inflated
industry market multiples even though the plants were losing money

● In 2018, Vulcan mysteriously left the ready-mix market in Georgia, ground zero in the
conspiracy, selling 21 ready-mix plants to Thomas Concrete, which was recently sued for
its alleged participation in a concrete cartel

● Vulcan has maintained deep ties to the companies implicated in antitrust litigation,
requiring supply agreements that run through 2034 as part of its divestitures

● Vulcan’s CEO, who previously oversaw the Florida and Georgia markets, regularly
boasted about pricing power during the alleged price fixing conspiracy

● The DOJ’s antitrust staff has asked Vulcan for more time to review the merger, which if
blocked, should result in USCR falling approximately 23% to $57 a share, where it
traded prior to the acquisition announcement

● With USCR shares trading just below Vulcan’s $74 cash offer, a short position in USCR
not hedged by call options carries little downside risk barring a higher offer from another
suitor

https://www.nickwinkler.net/


Vulcan Materials Accused of Price Fixing in 2009, Settles
Litigation Secretly
Nine years ago Vulcan and some of its competitors settled antitrust litigation accusing
them of illegally conspiring to inflate concrete prices.

One year after Vulcan Materials acquired Florida Rock Industries, an aggregate and concrete
producer, the subsidiary was accused in a lawsuit of participating in an unlawful conspiracy to:

“...fix,  raise,  stabilize,  or  maintain  prices of,  and  allocate  customers and
markets for ready mix concrete (“Concrete”) in the State of Florida. Plaintiffs allege that
as a result of this conspiracy, for a time Defendants charged supra-competitive,
artificially inflated prices for concrete throughout the State of Florida, thereby injuring
Plaintiffs.”

In its 2010 10-K, Vulcan disclosed the litigation:

“The complaints allege various violations under the federal antitrust laws, including price
fixing and market allocations. We have no reason to believe that Florida Rock is liable
for any of the matters alleged in the complaint, and we intend to defend the case
vigorously.”

In 2012, a judge denied the plaintiffs class certification. A month later, the parties, including
Vulcan’s Florida Rock subsidiary, settled for undisclosed terms. The settlement ended the
Florida antitrust litigation but not the anticompetitive conduct in the southeast.

Nearly a decade later, we learned similar anticompetitive conduct was also taking place at the
same time in Georgia— where the ready-mix assets Vulcan once owned would again eventually
be tied to antitrust allegations.

Vulcan Sold At Least 65 Ready-Mix Plants in Georgia to a Firm at
the Center of a DOJ Antitrust Probe
Two years after settling the Florida antitrust litigation, Vulcan sells ready-mix assets to a
competitor later indicted on antitrust charges.

In 2014, Vulcan Materials sold certain ready-mix concrete facilities and equipment acquired in
the Florida Rock Industries deal— including assets in southern Georgia— to Cementos Argos, a
South American concrete concern doing business in the United States. In January 2021, the
U.S. Department of Justice (DOJ) charged Argos with participating in a conspiracy to:

“...fix prices, rig bids, and allocate markets for sales of ready-mix concrete in the
Southern District of Georgia and elsewhere…”

https://www.sec.gov/Archives/edgar/data/37651/000095014407001666/g05749e425.htm
https://law.justia.com/cases/federal/district-courts/florida/flsdce/1:2009cv23187/345245/373/
https://www.sec.gov/Archives/edgar/data/1396009/000095012310018400/g21744e10vk.htm#113
https://law.justia.com/cases/federal/district-courts/florida/flsdce/1:2009cv23187/345245/373/
https://concreteproducts.com/index.php/tag/price-fixing/
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_8k.htm
https://www.justice.gov/atr/case-document/file/1350981/download
https://www.justice.gov/atr/case/us-v-argos-usa-llc-fka-argos-ready-mix-llc


The DOJ alleges Argos and other ready-mix producers coordinated the issuance of price
increase letters to customers, allocated markets, and submitted bids to customers at collusive
and noncompetitive prices.

The conspiracy, according to prosecutors, occurred between 2010-2016, meaning Vulcan
owned the ready-mix assets while the illegal activity in southern Georgia was occuring. Vulcan
was not charged nor has the company been accused of wrongdoing. However, it’s the first of
two instances in which the ready-mix assets Vulcan acquired in the Florida Rock deal have
been tied to allegations of antitrust violations.

While shrewd in the timing of the sale of its ready-mix assets to Argos— Vulcan sold prior to a
civil lawsuit that preceded the DOJ’s investigation— we note Vulcan’s sloppiness with regard to
its attention to detail. Specifically, Vulcan’s filings regarding the sale are in conflict. This filing
says Vulcan sold 65 ready-mix facilities to Argos and this one says sixty-nine.

It may have been merely a clerical error. Or an attempt to conceal its existing presence in a
market rife with scandal.

Either way, the Georgia assets sold to Argos are not the only ready-mix plants Vulcan once
owned that are now the focus of antitrust probes.

Vulcan Sold Another 21 Ready-Mix Plants in Georgia to a
Separate Firm Accused of Participating in a Price Fixing Cartel
Once again, Vulcan’s ready-mix assets in Georgia wind up in the hands of a firm accused
of colluding to sell concrete at inflated prices.

In 2018, Vulcan announced it was exiting the Georgia ready-mix concrete market. In its 2019
10-K, Vulcan disclosed little about the divestiture:

“In 2018, we sold: First quarter — ready-mixed concrete operations in Georgia resulting
in a pretax gain of $2,929,000…”

Though Vulcan doesn’t name the buyer, industry trade publications reveal Vulcan sold 21
ready-mix plants in Georgia to the Thomas Concrete Group around the time of the disclosure. In
2017, Thomas Concrete was named as a defendant in civil litigation accusing the company of
conspiring with competitors to:

“...jointly monopolize and ultimately fix prices in the market for ready mix concrete in
southeast Georgia…”

https://www.preti.com/news/federal-indictments-follow-long-running-antitrust-class-action-in-ready-mix-concrete-industry/
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_8k.htm
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_ex99-1.htm
https://www.sec.gov/Archives/edgar/data/1396009/000139600919000021/vmc-20181231x10k.htm
https://rockproducts.com/2018/04/18/vulcan-sells-ready-mixed-plants-to-thomas-concrete/
https://www.bonalaw.com/files/ready-mix-antitrust-complaint.pdf


The suit says Thomas Concrete’s unlawful conduct began in 2009, while Vulcan still owned the
plants involved in the Thomas deal. Likewise, a separate civil suit filed in 2020, also alleges the
conspiracy began in 2009 and that Thomas Concrete was part of a cartel:

“The ready-mix cartel is comprised of defendants Argos, Evans, Thomas, and Elite, who
are all horizontal competitors. This ready-mix cartel engaged in allocating
customers, bid rigging, and group boycotts of nonparticipating competitors.
These anticompetitive activities were undertaken with the goal to fix, raise, and stabilize
the price of ready mix.”

We suspect Vulcan intentionally omitted Thomas Concrete from its filing due to Thomas being a
defendant in several civil antitrust suits and because Thomas is the second competitor in four
years implicated in alleged antitrust violations following the purchase of Vulcan assets.

Vulcan Boasted of Pricing Strength During Price Fixing
Conspiracy
Vulcan raised concrete prices eight out of the ten years since it acquired ready-mix
plants in Florida.

It’s likely no coincidence the alleged industry collusion began— according to federal
investigators and litigants— after the housing bubble burst in 2008-09 and led to the Great
Recession that reduced demand for ready-mix concrete. Since the intent of the alleged
conspiracies, in part, was to fix and raise prices, it’s pertinent to note Vulcan’s pricing of
ready-mix concrete during the period.

With the exceptions of 2009 and 2010, Vulcan raised the price of ready-mix concrete in eight of
the ten years since acquiring Florida Rock. In that decade, Vulcan’s ready-mix concrete prices
increased from $95.56 per cubic yard to $116.45, or 21.86%.

https://www.courtlistener.com/docket/16854728/1/premier-concrete-llc-v-argos-north-america-corp/


Image source: Vulcan Materials 2017 Annual Report

Note that even in years when volumes declined, Vulcan increased prices. Of particular interest
are Vulcan’s comments in its 2013 annual report. Despite only a 1% overall year-over-year
increase in ready-mix prices, Vulcan noted strength in the Georgia and Florida markets—
ground zero in the alleged price fixing conspiracies— where it raised prices 4%. The following
year, Vulcan sold at least 65 ready-mix plants to Argos, which has since been indicted on
conspiracy charges.

In his first annual report as Vulcan’s Chief Executive Officer, Thomas Hill appeared to boast
about the company’s ability to raise prices faster than than the market:

“Vulcan has led the industry in pricing throughout the last economic cycle, ahead of
the Producer Price Index and other industry players…”

Prior to being named CEO in 2014, Hill served as president of Vulcan's former Florida Rock
Division, which as noted earlier settled civil litigation accusing it of conspiring to fix and artificially
inflate ready-mix concrete prices. Those plants, some of which were sold to Argos just before
Hill took the top job at Vulcan, fetched a price seemingly well above market value.

https://www.annualreports.com/HostedData/AnnualReportArchive/v/NYSE_VMC_2017.pdf
https://www.annualreports.com/HostedData/AnnualReportArchive/v/NYSE_VMC_2013.pdf
https://www.annualreports.com/HostedData/AnnualReportArchive/v/NYSE_VMC_2014.pdf


Vulcan Dumps Money Losing Concrete Assets Once Implicated in
Price Fixing Allegations For Premium Multiple
Argos pays above market price for Vulcan’s ready-mix assets in Florida and southern
Georgia.

Unless you add back depreciation and amortization, Vulcan’s concrete business did not
generate a return for a number of years despite regular ready-mix price increases. For example,
concrete segment gross margins were negative prior to 2014:

Year 2009 2010 2011 2012 2013 2014

Gross
Profit

($14.5) ($45) ($43.4) ($38.2) ($24.8) $2.2

Source: Annual Reports 2011, 2012, 2015

In 2014, the concrete assets in Florida and southern Georgia Vulcan sold to Argos for $720
million weren’t profitable in the 9 months prior to the deal. In a filing, Vulcan disclosed the
following financial details:

“Combined, these assets generated approximately $153 million in net sales and a loss of
$1 million in EBITDA for the 9 month period ended September 30, 2013.”

On an annualized basis, barring a significant cyclical uptick in the three months Vulcan doesn’t
include in the 9-month window, we could expect the assets sold to Argos to generate $204
million in sales and a loss of $1.3 million in EBITDA. Just to be conservative and to give Vulcan
and Argos the benefit of the doubt, let’s assume EBITDA is positive by the same amount.

At a purchase price of $720 million— the enterprise value or EV for the purpose of this
calculation— Argos paid Vulcan the following multiples which we compare to 2020 public
valuation multiples:

Metric Multiple Argos Paid Vulcan Average Market Multiple

EV/Revenue 3.5x 2.2x

EV/EBITDA 553.8x 10.5x

The premium paid is significantly higher than even today’s inflated market multiples.

The question is why?

https://www.annualreports.com/HostedData/AnnualReportArchive/v/NYSE_VMC_2011.pdf
https://www.annualreports.com/HostedData/AnnualReportArchive/v/NYSE_VMC_2012.pdf
https://www.annualreports.com/HostedData/AnnualReportArchive/v/NYSE_VMC_2015.pdf
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_8k.htm
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_8k.htm
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_ex99-1.htm
https://rockproducts.com/2021/01/12/aggregates-industry-market-report-3/
https://rockproducts.com/2021/01/12/aggregates-industry-market-report-3/


We’ve asked Argos for an explanation. The DOJ’s antitrust division would be wise to do so as
well as it examines Vulcan’s renewed interest in the concrete market. It’s not as if Vulcan was
trying to quietly wash its hands of the scandal and quickly exit alleged cartel controlled markets
as the company continued to operate in Georgia for four years following the deal with Argos. If
we assume the deal team at Argos was competent, then the inflated purchase price was due to
some sort of leverage Vulcan had over Argos.

Unlike the Argos deal, it’s not clear if Thomas Concrete paid Vulcan a price significantly higher
than market price. Vulcan disclosed a $2.9 million pre-tax gain from the sale but not the total
purchase price. We’ve asked Thomas Concrete’s CEO Hans Karlander for the purchase price
and additional information. We’ll update subscribers if and when we develop new information.

Either way, it’s not the only time Vulcan cashed in on concrete assets later owned by firms
implicated in antitrust schemes.

Vulcan Maintains Ties With Firms Accused of Illegally Inflating
Concrete Prices
Vulcan has long-term lease and supply agreements with Argos and Thomas Concrete.

Vulcan knowingly sold ready-mix concrete assets that were once implicated in price fixing
allegations in Florida. What’s not clear is whether Vulcan knew of the purchasers’ alleged illegal
conduct at the time of the sales. Besides dumping ready-mix assets that would once again
become embroiled in antitrust litigation, Vulcan ensured the assets would provide the company
a cash flow stream long into the future.

As part of its sale of at least 65 ready-mix plants to Argos in 2014, Vulcan disclosed:

“As part of the transaction, the Company has entered into a supply agreement to
continue to provide aggregates to the divested concrete facilities, at market prices, for a
period of 20 years.”

Vulcan will supply aggregates to Argos— which ultimately admitted to conspiring to inflate
concrete prices and paid a $20 million criminal fine— through 2034. It’s a lucrative deal when
you consider that, according to Vulcan, aggregates comprise 80% of ready-mix concrete by
weight.

Similarly, Vulcan also deepened its post-deal ties with Thomas Partners— which is accused of
conspiring with Argos and others. Though Vulcan did not name Thomas Concrete as the
purchaser in its 10-K, Vulcan disclosed that as part of the sale of its 21 ready-mix plants in
Georgia:

“...we retained all real property which is leased to the buyer, and obtained a long-term
aggregates supply agreement…”

https://www.sec.gov/ix?doc=/Archives/edgar/data/1396009/000139600921000009/vmc-20201231x10k.htm#PartII_Item8
https://www.sec.gov/Archives/edgar/data/1396009/000114420414003660/v366101_ex99-1.htm
https://www.justice.gov/opa/pr/ready-mix-concrete-company-admits-fixing-prices-and-rigging-bids-violation-antitrust-laws
https://www.sec.gov/ix?doc=/Archives/edgar/data/1396009/000139600921000009/vmc-20201231x10k.htm#PartII_Item8
https://www.courtlistener.com/docket/16854728/1/premier-concrete-llc-v-argos-north-america-corp/
https://www.sec.gov/ix?doc=/Archives/edgar/data/1396009/000139600921000009/vmc-20201231x10k.htm#PartII_Item8


If the Thomas supply agreement is of similar duration as the Argos arrangement, Vulcan will
supply aggregates for two decades to at least 86 ready-mix plants it once owned and now
belong to firms that have admitted to or been accused of illegally rigging concrete prices.

The Downside Risk of Shorting U.S. Concrete is 0.37% If We’re
Wrong and the DOJ Allows the Vulcan Acquisition
The DOJ has okayed past concrete industry mergers even when one of the parties was
accused of fixing ready-mix prices.

The DOJ may not hold Vulcan’s past against it.

In 2014, the DOJ allowed Martin Marietta, VMC’s top rival in aggregates, to acquire Texas
Industries, which was accused decades earlier of conspiring with two other Texas ready-mix
concrete producers to fix prices.

Prior to Vulcan’s offer for U.S. Concrete, Cemex announced an acquisition that would expand its
footprint in Texas. In civil lawsuits, Cemex is one of many ready-mix producers accused of
conspiring to illegally inflate prices. The deal, according to industry publications, closed without
being challenged on antitrust grounds.

Even though Vulcan settled price fixing litigation in a region its current CEO oversaw at the time,
it happened a decade ago. Likewise, just because Vulcan happened to own ready-mix assets
now belonging to two companies embroiled in antitrust investigations doesn’t mean Vulcan
behaved inappropriately. The timing of Vulcan’s ready-mix asset sales, which occurred just
before the filing of civil litigation and federal charges, may just be coincidence.

Even the Deferred Prosecution Agreement (DPA) for one of the alleged conspiratorial firms,
Argos, appears to minimize the breadth of the price fixing conspiracy in the southeast:

“...the illegal conduct was limited to a small number of employees who joined the
Company through an asset acquisition of another company in October 2011, after the
conspiracy had already begun. These employees worked in a local sales office in
Pooler, Georgia, which office was responsible for approximately 1% of the Company's
annual revenues and employed less than 1% of the Company's workforce. The
Company's management outside the office in Pooler, Georgia, did not participate in or
condone the conduct.”

Still, we know the deal is on the DOJ’s radar. The antitrust division at the DOJ has asked Vulcan
for more time to look into the proposed merger. Importantly, the Argos DPA suggests a wider
investigation is underway and states Argos is cooperating with a:

https://www.justice.gov/atr/case-document/file/502321/download
https://www.law.cornell.edu/supremecourt/text/451/630
https://www.casebriefs.com/blog/law/civil-procedure/civil-procedure-keyed-to-cross/common-law/texas-industries-inc-v-radcliff-materials-inc/
https://www.cemex.com/-/cemex-expands-into-south-texas-markets-with-new-acquisition
https://www.courtlistener.com/docket/16854728/1/premier-concrete-llc-v-argos-north-america-corp/
https://concreteproducts.com/index.php/2021/02/17/cemex-usa-returns-to-acquisition-arena-with-beck-readymix-deal/
https://www.justice.gov/atr/case-document/file/1350996/download
https://www.reuters.com/companies/USCR.O/key-developments


“....current federal criminal investigation into violations of federal antitrust and
related criminal laws involving ready-mix concrete....”

It would not be a surprise if other smaller ready-mix firms are ultimately criminally charged.
Though we’ve documented Vulcan’s sloppiness— its lack of attention to detail in conflicting SEC
filings— we suspect larger firms are more meticulous with regard to pricing strategies.

The concrete industry— with its history of ties to the mafia and price fixing seemingly in its
DNA— has surely evolved. On the cusp of what appears to be an infrastructure-fueled building
boom, we suspect the concrete industry is less likely to consciously conspire to fix prices and
violate antitrust laws today. Instead, we think more sophisticated industry participants are more
likely to engage in conscious parallelism, or the practice of changing prices to reflect those of
your competitors.

If the DOJ agrees, and doesn’t believe the merger will reduce competition and result in higher
prices, the acquisition will occur and we’ll be wrong. But barring a new bid for U.S. Concrete at a
higher price than Vulcan’s offer, there’s little downside risk in shorting U.S. Concrete.

With shares trading 28-cents below Vulcan’s cash offer of $74, investors short U.S.
Concrete who don’t hedge the position by purchasing calls, stand to lose just 0.37% if
the acquisition closes at the current offer. If the merger is blocked, expect USCR to fall
approximately 23% to $57 a share, where it traded prior to the acquisition announcement.

https://www.nytimes.com/1990/03/05/nyregion/big-concrete-supplier-faces-us-inquiry-into-possible-mob-tie.html
https://www.law.cornell.edu/wex/conscious_parallelism

