JIM JORDAN, Ohio JERROLD NADLER, New York
CHAIRMAN RANKING MEMBER

ONE HUNDRED EIGHTEENTH CONGRESS

Congress of the Wnited States

Novse of Representatioes
COMMITTEE ON THE JUDICIARY
2138 RAYBURN House OFFICE BUILDING

WasHINGTON, DC 20515-6216
(202) 225-6906

judiciary.house.gov

June 4, 2024
Attorney General Merrick Garland Assistant Attorney General Jonathan Kanter
Department of Justice Department of Justice
950 Pennsylvania Avenue NW 950 Pennsylvania Ave, NW
Washington, DC 20530 Washington, DC 20530

Dear Attorney General Garland and Assistant Attorney General Kanter:

As members of the House committee charged with oversight of the nation’s antitrust laws,
we write to express our alarm about price fixing in the U.S. oil industry. Major oil producers
appear to be colluding with each other and foreign cartels to keep prices high, padding their profits
at the expense of American consumers. We urge you to use the full authority of the Department of
Justice to investigate and, where necessary, prosecute this anticompetitive conduct.

By any measure, these are good times for oil companies in the United States. Last year, the
two largest U.S. oil companies, Exxon Mobil Corp. (“Exxon”) and Chevron Corp. (“Chevron”),
both earned their biggest annual profits in a decade.* But apparently, instead of passing those
profits through to consumers in the form of cheaper products, the oil giants have been lining their
own pockets while conspiring to keep prices high.

In a recent complaint, the Federal Trade Commission (“FTC”) outlined an outrageous
scheme by the oil executive Scott D. Sheftield to coordinate pricing between U.S. oil companies
and foreign producers.? Mr. Sheffield is the former CEO of Pioneer Natural Resources (“Pioneer”),
the largest crude oil producer in the Permian Basin.® Amid record-high U.S. oil production,* Mr.
Sheffield and Pioneer were in a position to provide more competition to the foreign cartels that
produce a majority of global crude.

Instead, the FTC alleges that Mr. Sheffield worked to keep U.S. producers in line with the
cartels. The Commission compiled “voluminous evidence” of Mr. Sheffield’s communications with
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leaders of the 12-member Organization of Petroleum Exporting Countries (“OPEC”) and an
affiliated group of 10 other nations, including Russia, known as OPEC+.° In private messages to
OPEC, Mr. Sheffield allegedly provided assurances that Pioneer and its rivals were working to
suppress oil output from the Permian Basin to protect the cartels from price competition that might
eat into their market share.”

Mr. Sheftield put those promises into motion by pressuring his U.S. competitors to
coordinate output reductions and threatening those who do not go along. Speaking of his
competitors, Mr. Sheffield said, “Everybody’s going to be disciplined” and, “[I]f anyone goes back
to growth,” shareholders “will punish those companies.”’ Mr. Sheffield has also disparaged the
prospects of U.S. shale oil production against OPEC.®

Taken together, the FTC’s allegations suggest a potentially widespread conspiracy among
U.S. oil producers to keep prices high by artificially suppressing production. Under the Sherman
Antitrust Act, price fixing is a criminal offense.® Further, the Supreme Court has held that price-
fixing schemes are “plainly anticompetitive and are therefore “conclusively presumed illegal”
under the Act regardless of any claimed procompetitive rationale.'® And while the government
need not show harm to prosecute price fixing, in a scheme like this one—where people across the
country feel the effects in higher prices at the pump—the potential harms are difficult to overstate.

Gas prices today average $3.60 per gallon, up from last year.!* As Americans contend with
the rising cost of living, prices at the pump play a major role. In a single month last year, rising gas
prices made up more than half of the overall increase in the rate of inflation.}> Moreover, by raising
production and transportation costs, higher oil prices raise prices across the economy.'® For the
average American, high oil prices can make the difference in whether they can afford to take a
family trip by car or how far their dollar will stretch at the grocery store.

We applaud the Biden administration for the steps it has taken steps to lower gas prices,
including the recent release of 1 million barrels of gasoline from U.S. reserves.!* Americans will be
less likely to see the results of these actions, however, if companies are apparently colluding to
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raise prices so they can pay out billions to their shareholders in dividends and stock buybacks.®

Troublingly, the full extent of this price-fixing conspiracy may never have come to light
had Exxon not acquired Pioneer. The FTC learned of Mr. Sheffield’s price-fixing scheme only
through its mandatory review of the transaction under the Hart-Scott-Rodino Act.'® Without this
merger review, the American public and our frontline antitrust enforcers, the FTC and DOJ, would
have no insight into these potentially criminal actions. This raises obvious questions: What else do
we not know? How are foreign cartels and domestic conspiracies affecting the price of gas? What
is the full impact on the American people? While the Commission rightly barred Mr. Sheffield
from serving on the board of the combined company as part of its review,!’ the antitrust
enforcement authorities must immediately open full investigations into this illegal scheme.
Because DOJ has sole authority for criminal antitrust enforcement, your Department must take the
lead in this effort.

We urge you to immediately open an investigation into a potential antitrust conspiracy
among U.S. oil producers, OPEC, and OPEC+. We strongly encourage you to use every tool at the
Department’s disposal, including criminal penalties, to uncover and punish wrongdoing. If U.S. oil
companies are colluding with each other and foreign cartels to manipulate global oil markets and
harm American consumers who then pay more at the pump, Congress and the American people
deserve to know. We therefore request you contact House Judiciary Committee staff and schedule a
briefing and respond to the following questions no later than June 18, 2024:

1. Does the Department of Justice have sufficient tools and resources to uncover and
punish price fixing and other anticompetitive schemes by U.S. oil producers, OPEC,
and OPEC+?

2. To what extent does existing law limit your ability to prosecute OPEC and OPEC+
for anticompetitive schemes that harm U.S. consumers? Would bills like the
bipartisan No Oil Producing and Exporting Cartels (“NOPEC”) Act of 20238
which would prohibit foreign states from coordinating their actions regarding oil in
the United States, enhance the Department’s ability to enforce the law against
foreign oil producers?

3. How is the Department coordinating with the Federal Trade Commission to enforce
the nation’s antitrust laws in the oil and gas industry?

Thank you for your prompt attention to this matter.
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cc: The Honorable Jim Jordan, Chairman

The Honorable Thomas Massie, Chairman
Subcommittee on the Administrative State, Regulatory Reform, and Antitrust

Lina Khan, Chair, Federal Trade Commission



