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Once again, an Administrative Law Judge (“ALJ”) upheld the imposition of civil money penalties charged 
against a covered entity by the Office for Civil Rights of the Department of Health and Human Services 
(“OCR”) for violations of the Health Insurance Portability and Accountability Act of 1996, as amended 
(“HIPAA”). And this time, the penalties are substantial ($4.3 million). 

Typically, covered entities cooperate with OCR and enter into a resolution agreement that indicates 
the covered entities potentially violated HIPAA, sometimes with the payment of a resolution amount. In 
this case, however, MD Anderson refused to settle and took the position that it had not violated HIPAA 
because (i) the electronic protected health information (“ePHI”) was lost or stolen, and (ii) the incident 
occurred when its employees violated the company’s policies against storing ePHI on mobile devices 
and not taking ePHI offsite. The ALJ relied on uncontested evidence that established MD Anderson 
had an encryption policy for ePHI, but failed to implement said policy with respect to mobile devices, 
including laptops and USB drives. MD Anderson argued that it was not required by HIPAA to encrypt 
all devices and that it implemented other “mechanisms” to protect the ePHI (e.g., passwords, training). 
The ALJ found that was no defense and stated that “Respondent’s [MD Anderson’s] liability – and its 
culpability – emanates from its failure to address the risk that ePHI could be disclosed via the theft or 
loss of mobile devices containing such information.” 

The interesting part of this case is the size of the penalties and the arguments put forward by MD 
Anderson regarding the statutory caps on civil monetary penalties that are permitted to be imposed 
under HIPAA. Unfortunately for MD Anderson, the ALJ was only delegated authority to review OCR’s 
imposition of penalties under the regulations with respect to reasonableness and was not permitted to 
declare the regulations to be beyond OCR’s authority or to declare proposed penalties to be arbitrary 
and unconstitutional. In the absence of an appeal, MD Anderson now owes civil money penalties of $4.3 
million due to its violations of HIPAA. 

You can read the ALJ’s opinion here and the OCR press release here.

For more information on the matters discussed in this Locke Lord QuickStudy, please contact the author.

Laura L. Ferguson | 713-226-1590 | lferguson@lockelord.com

Employee Benefits Practice

Locke Lord LLP disclaims all liability whatsoever in relation to any materials or information provided. This piece is provided solely for educational and informational purposes. It is not intended to 
constitute legal advice or to create an attorney-client relationship. If you wish to secure legal advice specific to your enterprise and circumstances in connection with any of the topics addressed, we 
encourage you to engage counsel of your choice.

Attorney Advertising © 2018 Locke Lord LLP

Atlanta | Austin | Boston | Chicago | Cincinnati | Dallas | Hartford | Hong Kong | Houston | London | Los Angeles
Miami | New Orleans | New York | Princeton | Providence | San Francisco | Stamford | Washington DC | West Palm Beach

https://www.lockelord.com/professionals/f/ferguson-laura-l
https://www.hhs.gov/sites/default/files/alj-cr5111.pdf
https://www.hhs.gov/about/news/2018/06/18/judge-rules-in-favor-of-ocr-and-requires-texas-cancer-center-to-pay-4.3-million-in-penalties-for-hipaa-violations.html
https://www.lockelord.com/professionals/f/ferguson-laura-l
mailto:lferguson%40lockelord.com?subject=

