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Appeal of a decision of an administrative law judge affirming assessments of
civil penalties by the Office of Natural Resources Revenue for the knowing
maintenance of false, inaccurate, and misleading royalty reports for oil and gas
leases on tribal and aUotted lands. ONRR 2013-09 & ONRR 2013-10.
Affirmed.
1.

Administrative
Administrative
Administrative Procedure: Burden of Proof
When a party appeals an administrative law judge's order on
summary judgment to the Board, the party's burden is to show
that the administrative law judge made an error of fact or law.

2.

Administrative
Standard of
Summary
Judgment!
Federal Oil and Gas Royalty Management Act of 1982: Civil
Penalties
I n determining whether to grant or deny a motion for
summary judgment, an administrative law judge must decide
whether there are any issues of material fact i n dispute and i f
the party moving for summary judgment is entitled to
judgment as a matter of law. When an appellant challenges an
agency's discretionary assessment of civil penalties, an
administrative law judge may find that the agency is entitled
to judgment as a matter of law where there is a reasonable
explanation for the agency's penalty assessment decision and a
rational connection exists between the agency's findings and
the decision.
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OPINION BY ADMINISTRATIVE JUDGE RIECHEL
Quinex Energy Corporation (Quinex) appeals a decision of Administrative
Law Judge (ALJ) James H .
i n the Departmental Cases Hearings
Division. Judge Heffernan granted summary judgment to the Office of Natural
Resources Revenue (ONRR), denied summary judgment to Quinex, and affirmed
assessment of civil penalties i n the amount of $3,217,250.00 for knowingly
maintaining false, inaccurate, and misleading royalty reports for oil and gas leases
on
and allotted lands.
SUMMARY
Federal law requires lessees of Federal and Indian oil and gas resources to
accurately report oil and gas production and sales information to ONRR. When a
lessee knowingly or willfully prepares, maintains, or submits false, inaccurate, or
misleading reports, ONRR is authorized to assess civil penalties of up to $25,000
per day per violation. ONRR's regulations state that ONRR will determine the
amount of the penalty by considering the severity of the violation, any history of
noncompliance, and the size of the business.
I n this case, ONRR assessed Quinex $3,217,250 i n penalties for knowingly or
willfully maintaining false, inaccurate, and misleading royalty reports. ONRR
assessed this amount after considering the severity of the violation, which i t
quantified as 229 separate knowing
the size of Quinex's business, which
ONRR categorized as "very
and no prior instances of noncompliance.
Because of Quinex's size, ONRR assessed a reduced penalty amount of $25 per day
per violation. The ALJ who reviewed ONRR's assessment found that ONRR
properly considered and balanced the factors i n accordance with its regulations, and
Quinex has not demonstrated that the ALJ erred i n reaching this conclusion. We
therefore affirm the ALJ's order, which affirmed ONRR's penalty assessment.
BACKGROUND
ONRR's Civil Penalty Notices
Lessees of oil and gas resources on Federal and Indian lands have a statutory
and regulatory obligation to accurately report oil and gas production and sales
information to ONRR and to correct any inaccurate information that the lessees
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may have previously reported. 1 I n 2010, 2011, and 2012, ONRR notified Quinex
that i t had used erroneous gas prices on its automated royalty reports (Reports of
Sales and Royalty Remittance,
Forms) for production from tribal and
allotted leases on the Uintah and Ouray Indian Reservation i n Utah. 2 Quinex later
paid a total of $120,242 i n additional royalties due because of the reporting errors. 3
Quinex did not, however, adequately correct the errors in the royalty reports. 4
I n August 2013, ONRR sent Quinex two civil penalty notices, one covering
tribal leases and the other covering allotted leases. The notices stated that Quinex
knowingly or willfully maintained false, inaccurate, or misleading royalty reports
for production from the leases.5 I n the civil penalty notices, ONRR explained that,
under the Federal Oil and Gas Royalty Management Act (FOGRMA) and its
regulations, ONRR was authorized to assess as much as $25,000 for each day a
company continues to knowingly or willfully maintain false or inaccurate reports. 6
But because Quinex is a small company, ONRR chose to assess $25 per day per
violation instead of $25,000.7 ONRR identified a total of 229 reporting violations,
each of which continued between 8 months and 22 months, depending on when
Quinex finally corrected the report for each lease.8 At $25 per day, the cumulative
civil penalty for these violations was $3,217,250.9
Quinex's Requests for a Hearing and the ALJ's

Order

Quinex requested a hearing on the record before an A L J on both notices of
civil penalty. 10 ONRR and Quinex agreed to consolidation of the cases, and they
submitted joint stipulations to narrow the factual issues i n dispute. 11 Each party
filed a motion for summary judgment. ONRR argued that summary judgment is

30 U.S.C. § 1713 (2012); 30 C.F.R. § 1210.30.
Joint Stipulations (filed Feb. 4, 2015, i n the Departmental Cases Hearings
Division) at 10-16,
126-146 (identifying Preliminary Determination
Notices dated Nov. 19, 2010; Jan. 17 and 24, 2012; Feb. 23, 2012; and June 5, 2012;
and an Order to Report and Pay dated Sept. 13, 2011).
Appellant's Reply at 9.
Joint Stipulations at 11-16,
94, 99, 106, 113, 121, 123, 133, 142, 146, 152, 153.
Notices of Noncompliance and Civil Penalty, Case Nos. CP12-089 and CP12-154
(Aug. 7, 2013) (Civil Penalty Notices).
Id. at 2 (citing 30 U.S.C. § 1719(d) (2012); 30 C.F.R. § 1241.60(b) (2013)).
Civil Penalty Notices at 2.
Id., Enclosure
Joint Stipulations at 13-14,
120-124, and 16,
151-153.
Joint Stipulations at 14, 125, and 16, 154.
Requests for Hearing, Case Nos. CP12-089 and CP12-154.
See Order: Proceedings Consolidated (Nov. 21, 2013); Joint Stipulations.
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appropriate due to the absence of any genuine issues of material fact about Quinex's
knowing or willful maintenance of false, inaccurate, or misleading royalty reports
and ONRR's proper consideration of mitigating factors i n reaching the civil penalty
amounts. 12 Quinex opposed ONRR's motion and sought summary judgment on the
question of whether the civil penalty amount is excessive and should be reduced. 13
On October 28, 2015, Judge Heffernan issued an order i n ONRR's favor,
granting ONRR summary judgment and denying Quinex's motion for summary
judgment. The ALJ found "no factual dispute that during the civil penalty
assessment period, Quinex's reports were false, inaccurate, or misleading . . .
The ALJ further found that, although the record does not demonstrate that Quinex
behaved willfully, Quinex did behave knowingly:
significant time frames
between notice and final correction [of the reporting errors] confirm that, during the
interim, Quinex was knowingly gaming the electronic filing system and clearly had
knowledge of the falsity and inaccuracy of its . . . data." 15
With respect to the amount of the civil penalties, the ALJ concluded that
ONRR appropriately considered the three regulatory factors ONRR must use to
determine the amount of the penalties to assess.16 The factors are set forth at
30 C.F.R. § 1240.70: the severity of the violation, the lessee's history of
noncompliance, and the size of the business. Quoting from the declaration of
Ms. Colette Haines, the ONRR Enforcement Specialist assigned to calculate
Quinex's penalty assessments, the ALJ explained that ONRR determines the
severity of a reporting violation by determining the number of false or inaccurate
lines on each royalty report. 17 Ms. Haines described this method as "consistent, and
an objective way to consider the severity of the violation." 18 Because penalties are
assessed per violation, this method permits ONRR to assess "larger penalties for
more egregious violations, and smaller penalties for less serious violations." 19
Observing that Ms. Haines determined that Quinex had 229 violations, the ALJ

Respondent's Motion for Summary Judgment (filed Mar. 9, 2015, i n the
Departmental Cases Hearings Division).
Appellant's Response to Respondent's Motion for Summary Judgment and CrossMotion for Summary Judgment at 25-26 (filed Apr. 6, 2015, i n the Departmental
Cases Hearings Division).
ALJ's Order at 10.
Id. at 11.
Id. at 12 (citing 30 C.F.R. § 1241.70 (2015)).
Id. at 13 (quoting Declaration of Colette Haines (Exhibit 2 to Respondent's
Motion for Summary Judgment) at 3).
Declaration of Colette Haines at 3.
Id.
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found that no mitigation was warranted with respect to the severity of the
violations, particularly i n light of the penalty reduction Quinex received under the
other mitigation factors. 20
Specifically, the A L J found that "both the history of compliance and small
size of the business regulatory criteria were determined i n Quinex's favor by
ONRR." 21 For the size of the company, ONRR applied guidance i t developed i n the
form of a civil penalty "matrix," which indicates appropriate penalty amounts for
different types of violations, severity of violations, company sizes, and compliance
histories. 22 Although ONRR has not shared the matrix with Quinex, the ALJ, or
this Board, 2 3 the A L J found that ONRR had sufficiently explained its determination
that Quinex qualified as a "very small company," with less than 25 employees, and
therefore received "the standard, reduced penalty of only $25.00 per day per
violation" under the matrix. 2 4 Furthermore, although the ALJ determined that
Quinex has a record of prior noncompliance, ONRR did not adjust the penalty
amount to account for that record, which benefitted Quinex. 25
The ALJ cited a 2015 Board decision, Statoil USA E&P, Inc. v. ONER,26 as
consistent with ONRR's conclusion that civil penalties are appropriate when a
lessee fails to correct inaccurate information i n its royalty reporting. 27 The ALJ
opined that Statoil supports the idea that "the legal requirement to
..
trumps the impacts that civil penalties may, i n turn, have upon the company's
future production." 28 He concluded that "the civil penalties [ONRR] assessed . . .

ALJ's Order at 13.
Id. at 12.
Declaration of Colette Haines at 3.
See ALJ's Order at 12 ("[T]his matrix has not been fully disclosed because of
agency contentions of l a w enforcement
Appellant's Statement of
Reasons (SOR) at 5 ("ONRR arrived at this civil penalty amount by applying a civil
penalty matrix . . . i t refused to produce based upon its assertion of law enforcement
privilege . . ., despite ONRR acknowledging that i t could be more transparent i n the
assessment of civil penalties."). Compare Bureau of Safety and Environmental
Enforcement Notice to Lessees
Revised OCSLA Civil Penalty Assessment
Matrix, available at
ntl//ntl-2017-n01.pdf (last visited Dec. 13, 2017).
ALJ's Order at 12 (citing Declaration of Colette Haines at 3).
Id.
185 IBLA 302 (2015).
ALJ's Order at 14-16.
Id. at 16.
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are legally sustained, because ONRR properly considered and balanced the factors
required pursuant to 30 C.F.R. Section
Quinex's Appeal to the Board
Quinex appealed Judge Heffernan's Order to the Board. On appeal, Quinex
argues the following:
the ALJ failed to properly apply the mitigating factors set
forth i n ONRR's regulations at 30 C.F.R. § 1241.70; 2) the ALJ failed to consider
other "vital questions," including mitigation factors set forth i n the 1988 Board
decision i n Marathon Oil Co. v. Minerals Management
and 3) the ALJ
misapplied IBLA's decision i n Statoil USA E&P, Inc. v.
Quinex asks the
Board to modify the ALJ's decision to direct a reduced civil penalty amount "that
more reasonably takes into account the circumstances surrounding this case."32
I n January 2016, the Board granted Quinex's petition to stay the effect of
Judge Heffernan's Order while its appeal is pending. 33 I n March 2017, we granted
Quinex's motion to expedite consideration of its appeal to facilitate the
consideration of another appeal Quinex has before an ALJ i n the Departmental
Cases Hearings Division. 3 4
DISCUSSION
Standard

Re vie w

When a party appeals an ALJ's order on summary judgment to the
Board, the party's burden is to show an error of fact or law i n the ALJ's order. 35 We
must therefore determine whether Quinex has shown error i n the ALJ's conclusion
that ONRR was entitled to summary judgment and Quinex was not.

Id.
106 IBLA 104, 95
265 (1988), vacated as part of settlement, 89-cv-00064 (D.
Alaska Jan. 19, 1990).
302.
3.
Order (Jan. 5, 2016).
Order (Mar. 20, 2017).
K. John andM. Martha Corrigan v. BLM, 190 IBLA 371, 380 (2017); Pete
v. BLM, 115 IBLA 69, 74 (1990); see Statoil USA E&P, Inc. v. ONRR,
185 IBLA 302, 304 (2015) (finding that the appellant failed to establish error i n an
ALJ's order on summary judgment).
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[2] I n determining whether to grant or deny a motion for summary
judgment, an ALJ must decide whether there are any issues of material fact in
dispute and i f the party moving for summary judgment is entitled to judgment as a
matter of law. 3 6 When an appellant challenges an agency's discretionary
assessment of civil penalties, an ALJ may find that the agency is entitled to
judgment as a matter of law where there is a reasonable explanation for the
agency's penalty assessment decision and a rational connection exists between the
agency's findings and the decision. 37
The ALJ Did Not Err in Finding No Issues
Fact
and Granting ONRR Summary Judgment as a Matter of Law
As we noted above, lessees of oil and gas resources on Federal and Indian
lands have a statutory and regulatory obligation to accurately report oil and gas
production and sales information to ONRR and to correct any inaccurate
information that the lessees may have previously reported. 38 When a lessee fails to
accurately report this information, the regulations in effect at the time relevant to
this appeal authorized ONRR to assess as much as $25,000 for each day a company
continues to knowingly or willfully maintain false or inaccurate reports. 39 The
regulations set forth three regulatory factors ONRR must use to determine the
amount of the penalties to assess: the severity of the violation, the lessee's history
of noncompliance, and the size of the business. 40
In his order granting ONRR summary judgment, Judge Heffernan reviewed
ONRR's explanation of the amount of the civil penalties i t assessed and its

See
Ranch Partnership, 183 IBLA 184, 196 (2013) ("The judge's task in
considering the respective [motions for summary judgment] was to review the
evidence i n the administrative record and the submissions of each party, giving
each the benefit of any reasonable inferences to be drawn from such evidence, to
reach conclusions about whether the specific facts enumerated by each were
genuine, material, and undisputed.").
Stone Energy Corp., 185 IBLA 342, 351 (2015); Tengasco, Inc., 184 IBLA 367,
376-77 (2014) (citing Black Elk Energy Offshore Operations, LLC, 182 IBLA 331,
341 (2012)).
30 U.S.C. § 1713 (2012); 30 C.F.R. § 1210.30.
30 U.S.C. § 1719(d) (2012); 30 C.F.R. § 1241.60(b) (2013); see Civil Monetary
Penalty Rates Inflation Adjustments for Calendar Year 2017 and Initial
Adjustments, 82 Fed. Reg. 18858 (Apr. 24, 2017) (adjusting the maximum civil
penalty amount to $59,834 to account for inflation).
30 C.F.R. § 1240.70 (2013).
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explanation of how i t considered each regulatory factor. 41 The A L J found no issue of
material fact with respect to ONRR's consideration of the severity of the violation,
Quinex's history of noncompliance, and Quinex's
recognized that ONRR has
discretion under FOGRMA and its regulations to determine an appropriate penalty
after considering those factors," and concluded that ONRR's assessment is legally
supportable. 42
Quinex argues that the A L J erred because he failed to properly apply each
mitigating factor under the regulations. 43 We have examined Quinex's arguments
and the ALJ's analysis of each factor, and, as explained below, we find no error of
fact or law.
1. Severity of the Violation
Quinex argues that ONRR's method of determining the severity of a violation
by counting the number of incorrect lines on the royalty reports "conflat[es]
quantity with severity." 44 Quinex asserts that the actual severity of a violation
should be "tied more closely to the actual harm" caused by paying approximately
$120,000 in late royalties. 45 By connecting severity to the amount of the late
royalties that were due, Quinex argues that ONRR would better fulfill the Federal
government's policy goal behind civil penalties, which, Quinex asserts, is to
meaningful deterrence . . . without being overly
Quinex concludes that,
here ONRR assessed a civil penalty "that is nearly thirty times" the amount of the
late royalty payments, which improperly prioritized reporting requirements
payment requirements. 47
I n his Order affirming ONRR's penalty assessment, the A L J implicitly
endorsed ONRR's method of assessing the severity of reporting violations. The A L J
quoted several paragraphs from ONRR's explanation of its method and concluded
that "[f]urther mitigation" of the amount of the penalty based on severity of the
violation "is simply not appropriate from an enforcement perspective, because

ALJ's Order at 11-14.
Id. at 3, 16.
6.
7.
Id.
Id. (quoting United States v. Phelps Dodge Indus., Inc., 589 F. Supp. 1340, 1367
(S.D.N.Y. 1984)).
Id.
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Quinex aggregated some 229 violations, which accrued civil penalties for nearly two
years." 48
The ALJ's and ONRR's focus on the number of reporting violations as
opposed to the royalty consequence of those violations is consistent with ONRR's
current regulations, which state that ONRR "will not consider the royalty
consequence of the underlying violation when determining the amount of the civil
penalty" for the knowing or willful maintenance of false, inaccurate, or misleading
royalty reports." 49 ONRR explained its rationale for this regulation i n the preamble
to its proposed rule i n 2014 and its final rule i n 2016, stating that "FOGRMA does
not link the amount of a civil penalty to the royalty consequence of an underlying
violation," and misreporting "can lead to a myriad of repercussions," separate and
apart from any royalty consequences, "that affect not only [ONRR], but also surface
management agencies, States, Indian Tribes, and others that rely on that reported
data." 50 ONRR therefore concluded that "the royalty consequences of a violation are
not relevant i n determining the severity of the penalty for . . . reporting errors
. ..
ONRR stated that this approach is consistent with the legislative history of
FOGRMA and ONRR's practice before codifying i t i n the current regulations. 52
We agree that the provisions of FOGRMA reveal a congressional intent to
penalize payment violations separately from reporting
knowing and willful reporting
enforcing both payment and
reporting requirements is critical to "an efficient and effective Federal royalty
management system." 53 I n fact, Congress set a maximum penalty for the knowing
or willful maintenance of false reports at $25,000 per violation per day, while
setting the maximum penalty for failure to pay royalties at a lower amount, $10,000

ALJ's Order at 13 (citing Declaration of Colette Haines at 3-4).
30 C.F.R. § 1241.70(b) (2017).
Amendments to Civil Penalty Regulations (Final rule), 81 Fed. Reg. 50306, 50314
(Aug. 1, 2016);
Amendments to Civil Penalty Regulations (Proposed rule),
79 Fed. Reg. 28862, 28870 (May 20, 2014) ("Congress was not solely concerned w i t h
'payment' errors but also with failure to submit data and reporting errors-regardless of the royalty consequences. Indeed, many reporting errors and failures
to submit data result i n delay of audits or an inability to audit i n the first instance,
which was a concern of Congress's i n enacting FOGRMA.").
79 Fed. Reg. at 28870.
Id:, 81 Fed. Reg. at 50314.
30 U.S.C. § 1701(b)(5) (2012) (Congressional statement of purposes of FOGRMA);
see id. § 1712(a) (liability for royalty payments), 1713(a) (record maintenance and
reporting requirements).
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per violation per day. 54 Quinex has not demonstrated any congressional intent to
equate severity of a knowing or willful reporting violation to the amount of royalties
due as a result of the reporting violation, nor has Quinex shown that ONRR's
chosen method to evaluate
i n its discretion as an effective way
to implement its
unreasonable. While Quinex may prefer a
different method of evaluation, i t has not shown error i n ONRR's method or in the
ALJ's analysis and decision supporting that method. Quinex, therefore, has not
carried its burden to show error in ALJ's order with respect to ONRR's
consideration of the severity of the reporting violations.
2. Quinex's History of Noncompliance
Quinex states that, although ONRR acknowledged Quinex's "nearly 28-year
history of reporting compliance," the A L J "did not consider these facts." 55 But we
see no basis for this conclusion. The A L J quoted ONRR's explanation that i t could
increase civil penalties i n cases involving companies with a poor history of
compliance and that, in this case,
prior instances of
were
The A L J stated that "Quinex did have a record of prior noncompliance," but that ONRR did not consider it and instead applied this factor in
Quinex's favor. 57 Despite having a different understanding of Quinex's compliance
history, the A L J did not modify the penalty amount and instead affirmed ONRR's
assessment of $25 per violation per day. Quinex has not shown that the A L J failed
to consider Quinex's record of noncompliance and has not shown error in the ALJ's
decision with respect to this factor.
3. Company Size
Quinex states that i t has five full-time employees and four part-time
employees.58 Quinex acknowledges that ONRR considers Quinex a "very small"
company because i t has fewer than 25 employees, but complains that this category
is overly-broad and
Quinex into the same category as a company more
than twice its size." 59 Quinex argues that ONRR's methodology for analyzing
company size does not "render reasonably tailored civil penalties under the
30 C.F.R. § 1241.70 considerations." 60 Quinex asserts that i t should be considered

Id. § 1719(c)(1) and (d)(1) (2012).
8.
ALJ's Order at 12 (quoting Declaration of Colette Haines at 3).
Id.', see Answer at 18.
8.
Id.
Id.
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"an extremely small company with the financial restraints that accompany such a
small size."61 Quinex concludes that its size is "a major mitigating factor," which
the A L J did not properly consider. 62
I n his Order, the A L J recited ONRR's explanation of its size categories, which
track the Small Business Administration's definitions of "very small" businesses
(less than 25 employees), "small" businesses (between 25 and 500 employees), and
"large" businesses (over 500 employees).63 The A L J explained that "ONRR
employed its administrative discretion and treated Quinex as a very small company
for enforcement
and therefore assessed a "standard, reduced penalty of
only $25.00 per day per violation." 65 The A L J found that Quinex had not
"demonstrated that ONRR assessed anything other than the absolute minimum
civil penalty, based upon the company's
small' size." 66
The A L J explained ONRR's reasonable explanation for assessing a reduced
penalty based on Quinex's size and found that Quinex had not demonstrated the
existence of a material issue of fact or a legal error justifying the denial of ONRR's
motion for summary judgment. While Quinex would prefer different categories of
business sizes, Quinex has not shown error i n the ALJ's order with respect to the
business-size factor for civil penalty assessments.
We therefore find no error in the ALJ's holding that ONRR set an
appropriate civil penalty of $25 per day per violation after considering the
mitigating factors listed in 30 C.F.R. § 1241.70, which resulted in a total civil
penalty of $3,217,250, based on the existence of 229 violations that continued nearly
2 years.
The ALJ Was Not Required to Consider Factors Other Than
Those in ONRR's Regulations

forth

I n briefing before Judge Heffernan, Quinex argued that this Board has set
in exercising the discretion required i n determining the amount of

Id. at 9.
Id.
ALJ's Order at 12.
Id. at 13.
Id. at 12.
Id. at 14.
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. . . civil
that, when applied, show that ONRR's civil penalty assessment
is excessive, and the ALJ must reduce i t . 6 7 Specifically, i n a 1988 decision i n
Marathon Oil Co., the Board borrowed from a 1982 decision issued by the District
Court for the District of Oregon, i n a case involving a Federal Trade Commission
order, i n which the court identified five factors an agency should consider when
setting a penalty amount:
the good or bad faith of the
(2) the injury to
the public resulting from the violation,' (3) the benefit derived by the violator from
the violation; (4) the ability of the violator to pay the
and (5) the need to
deter similar behavior and vindicate the agency and the integrity of its orders. 68
While the ALJ discussed Quinex's ability to pay the assessed civil penalties,
he did not cite Marathon Oil Co. or discuss the other factors identified i n that
decision. 69 The ALJ's final legal conclusion was expressly based only on the
regulatory factors identified i n 30 C.F.R. §
On appeal to this Board, Quinex argues that the A L J should have considered
the Marathon Oil Co. factors and, based on those factors, decreased the amount of
ONRR's civil penalty assessment.71 But Quinex has shown no error i n the ALJ's
analysis or conclusion.
First, the decision i n Marathon Oil Co. was vacated as part of a settlement of
the case, so it is no longer a binding decision of the Department and has no
precedential value for the Board. 72
Second, ONRR's predecessor, the Minerals Management Service (MMS),
amended the regulations governing the assessment of civil penalties since the
Marathon Oil Co. decision and did not incorporate the five Marathon Oil Co. factors
into those regulations. At the time the Board decided Marathon Oil Co. i n 1988, the

Appellant's Response to Respondent's Motion for Summary Judgment and CrossMotion for Summary Judgment at 20 (quoting Marathon Oil Co., 106 IBLA at 148,
95
at 290).
Marathon Oil Co., 106 IBLA at 148, 95 I.D. at 290; see id. at 148-49, 95 I.D. at
290 ("These same factors have been utilized by other courts as well i n assessing civil
penalties." (citing another Federal Trade Commission case, United States v. Phelps
Dodge Industries, Inc., 589 F. Supp. 1340, 1362 (S.D.N.Y. 1984))).
ALJ's Order at 14.
Id. at 16 ("[T]he civil penalties assessed . . . are legally sustained, because ONRR
properly considered and balanced the factors required pursuant to 30 C.F.R. Section
1241.70.").
9.
See 89-CV-00064 (D. Alaska Jan. 19, 1990).
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applicable regulations stated that MMS would determine penalty amounts "taking
into account the severity of the violation and the person's history of
noncompliance."73 I n 1999, MMS amended its regulations to state that i t would
decide the amount of a civil penalty "by considering the severity of the violations,
your history of compliance, and i f you are a small business."74 This is how the
regulation read at the time of ONRR's civil penalty assessment and the ALJ's
Order. Consequently, ONRR and the ALJ were only required to consider the three
enumerated regulatory factors and were not required to consider any of the
Marathon Oil Co. factors i n determining the amount of civil penalties to assess
Quinex for knowingly maintaining false royalty reports.
Finally, this case came to us on appeal from the ALJ's Order granting ONRR
summary judgment. As we explained above, our charge i n this situation is to
determine whether Quinex has shown error i n the ALJ's conclusion that ONRR is
entitled to judgment as a matter of law. Because ONRR and the ALJ properly
applied the governing regulations, and the appellant failed to show error i n the
ALJ's analysis or conclusions, we affirm the ALJ's decision.
The ALJ's Interpretation of the Board's Decision
in Statoil Is Not Reversible Error
Finally, Quinex argues that the A L J misapplied the Board's decision i n
Statoil USA E&P, Inc. v.
to conclude that penalizing inaccurate royalty
reporting is more important than whether the penalties will cause a company to go
out of business. 75 Like this case, Statoil involved ONRR's assessment of a civil
penalty for knowing or willful maintenance of inaccurate royalty information. After
finding that ONRR was authorized to assess civil penalties for Statoil's failure to
correct inaccurate information, the Board stated that,
of the importance
of accuracy i n royalty reporting to proper royalty collecting and enforcement under
FOGRMA," i t could not as a matter of law find that ONRR's penalty assessment
was so severe i n relation to Statoil's violations to provide a disincentive to oil and
gas production on Federal lands. 76 Judge Heffernan quoted this portion of the
Board's decision i n support of his conclusion that "the legal requirement to report
accurately trumps the impacts that civil penalties may, i n turn, have upon the
company's future

30 C.F.R. § 241.51(c) (1988).
30 C.F.R. § 241.70 (1999).
SOR at 14-15 (citing Statoil USA E&P, Inc., 185 IBLA at 319).
Statoil USA E&P, Inc., 185 IBLA at 319.
ALJ's Order at 16.
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But whether the language i n the Statoil decision supports the ALJ's view of
the relative importance of reporting and continued production is immaterial to the
outcome because, as discussed above, ONRR and the A L J ultimately considered the
only mitigating factors they were required to consider under the applicable
regulations, which do not include a violator's ability to pay the penalty assessed.
Consequently, even i f the A L J misinterpreted Statoil, any error would be harmless
and would not provide a basis to reverse the ALJ's Order.
CONCLUSION
We conclude that Quinex has not shown error in the ALJ's determination
that ONRR was entitled to summary judgment and Quinex was not. Therefore,
pursuant to the authority delegated to the Board of Land Appeals by the Secretary
of the Interior, 7 8 we affirm the decision of Judge Heffernan, granting summary
judgment to ONRR, denying summary judgment to Quinex, and affirming ONRR's
assessments of civil penalties.
/s/
Silvia M. Riechel
Administrative Judge

I concur:
/s/
James F. Roberts
Deputy Chief Administrative Judge

43 C.F.R. § 4.1.
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