December 20, 2007

IA-07-048

Mr. Cary W. Hedger

Alpha Omega Services, Inc.
9156 Rose Street
Bellflower, CA 90706

SUBJECT: ORDER PROHIBITING INVOLVEMENT IN NRC-LICENSED ACTIVITIES
(EFFECTIVE IMMEDIATELY)

Dear Mr. Hedger:

The enclosed Order prohibiting your involvement in U.S. Nuclear Regulatory Commission
(NRC) licensed activities (Order), including certificate and Quality Assurance Program Approval
activities, for a period of three years is being issued because you violated 10 CFR 71.8,
“Deliberate misconduct,” of Title 10 of the Code of Federal Regulations (10 CFR). Further, you
no longer have a need to know safeguards information, and, therefore, may not receive,
possess, or view safeguards information. Specifically, based on an investigation by the NRC’s
Office of Investigations (Ol) as documented in Ol Report No. 4-2005-016, and your participation
in a predecisional enforcement conference on November 8, 2007, the NRC staff has concluded
that you engaged in two examples of deliberate misconduct in violation of 10 CFR 71.8,
“Deliberate misconduct.”

First, in your capacity as the Operations Manager and Assistant Radiation Safety Officer for
Alpha Omega Services (AOS), you deliberately provided materially inaccurate information to an
NRC licensee and a contractor to the licensee. Specifically, in January 2003, during the
performance of a maintenance inspection for package Model No. 5979, serial number 1B, you
indicated on the maintenance checklist that the end caps and bolts of the package were in
compliance with the Certificate of Compliance (CoC) and signed the maintenance checklist
representing that the package was approved for use, when you knew that the end caps and
bolts did not comply with the CoC. The inaccurate maintenance checklist was material to the
NRC because it concealed the fact that the package did not comply with the CoC. AOS then
returned the package to its owner, Foss Therapy Services (FTS), along with the inaccurate
maintenance inspection checklist. Subsequently, FTS provided the package to Source
Production and Equipment Company (SPEC), an NRC licensee pursuant to 10 CFR Part 110,
for use in the export of licensed radioactive material on behalf of FTS. AOS specifically
provided the inaccurate maintenance inspection checklist to FTS by, at minimum, giving it to an
official of FTS, who in his capacity as a contractor to SPEC performed inspections of packages
exported by SPEC. The contractor relied on the AOS maintenance checklist, instead of
comparing the package to the drawings in CoC No. 5979, to certify during his inspections that
the package met all federal requirements. The contractor also supplied the inaccurate
maintenance checklist to SPEC.

Second, you deliberately caused an NRC licensee to violate NRC regulations. As a result of the
contractor’'s and SPEC'’s reliance upon the deliberately inaccurate inspection maintenance
inspection checklist, SPEC exported licensed material in a nonconforming package. Pursuant
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to 10 CFR 71.17(c)(2) [formerly 71.12(c)(2)], and because the package did not comply with the
CoC, SPEC had no license to transport or to deliver for transport licensed material in the
package. Consequently, you deliberately put SPEC in violation of 10 CFR 71.3, “Requirement
for license,” which provides that licensed material may not be delivered for transport or
transported without a license to do so.

The enclosed Order describes the specifics of your deliberate misconduct and its
consequences.

Our October 2, 2007, letter to you, described apparent violations that resulted from your
deliberate misconduct, and provided the opportunity for you to respond. You chose to respond
through your attendance on November 8, 2007, at a Pre-decisional Enforcement Conference
(PEC). The PEC was conducted to provide you an opportunity to discuss the apparent
violations, their significance, their root causes and your corrective actions. At the PEC, you
acknowledged that when you signed the maintenance checklist, you knew it to be inaccurate.
You did not address any corrective actions on your part to prevent recurrence of the violation.

In summary, the NRC has concluded that you deliberately provided materially inaccurate
information to SPEC, an NRC licensee, and to a contractor to SPEC, and deliberately caused
SPEC to violate 10 CFR 71.3, “Requirement for license.” Your actions in this regard constitute
a violation of 10 CFR 71.8, “Deliberate misconduct.”

Your deliberate actions in this case have resulted in the loss of reasonable assurance that you
may be relied upon to comply with NRC requirements with honesty and integrity. Consequently,
the NRC has determined that an Order prohibiting your involvement in NRC-licensed activities,
including the package certificate and quality assurance program requirements of 10 CFR Part
71, for a period of 3 years is appropriate. The time period has been mitigated to three years
from the five years generally applied in similar cases because, during a November 2004 NRC
inspection, you brought certain package nonconformances to the attention of the NRC
inspectors. That information ultimately led to the discontinued use of the package in the
nonconforming condition. As such, the information you provided was helpful to the NRC’s
public health and safety mission. However, the information you initially provided did not identify
your actions in deliberately creating an inaccurate package maintenance check list.

The enclosed Order is effective immediately. In accordance with 10 CFR 2.202, “Orders,” you
must respond to this Order by filing a written answer to this Order under oath or affirmation
within 20 days of the date of issuance. Additionally, within 20 days of the Order’s issuance, you
may request a hearing in accordance with the NRC E-Filing Rule, as described in the Order.

The Order requires you to immediately cease your involvement in NRC-licensed activities,
including all activities authorized under 10 CFR Part 71. If you are performing licensed activities
on behalf of an NRC licensee, including certificate holder or Quality Assurance Program holder,
on the date you receive the Order, you must, in addition to ceasing activities on behalf of the
licensee, provide a copy of the Order to that NRC licensee and inform the NRC of the name,
address, and telephone number of the licensee. Pursuant to Section 223 of the Atomic Energy
Act of 1954, as amended, any person who willfully violates, attempts to violate, or conspires to
violate, any provision of this Order shall be subject to criminal prosecution as set forth in that
section. Violation of this Order may also subject the person to a civil monetary penalty.
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A copy of this letter, and its enclosure, is being sent to Alpha Omega Services, Inc.
Questions concerning this Order should be addressed to the Director of the Office of
Enforcement, who can be reached at 301-415-2741.

This letter will be maintained by the NRC Office of Enforcement in an NRC Privacy Act system
of records, NRC-3, “Enforcement Actions Against Individuals.” The NRC-3 system notice, which
provides detailed information about this system of records, can be accessed from our Web site
at http://www.nrc.gov/reading-rm/foia/privacy-systems.html. In accordance with 10 CFR 2.390,
“Public inspections, exemptions, requests for withholding,” a redacted copy of this letter, its
enclosure, and your response will be made available for public inspection in the NRC Public
Document Room and from the NRC Agencywide Document Access and Management System
(ADAMS) accessible from the NRC Web site at www.nrc.gov; select Electronic Reading
Room, then Documents in ADAMS. To the extent possible, your response should not include
any personal privacy, proprietary, or safeguards information so that it can be made available to
the public without redaction. If personal privacy or proprietary information is necessary to
provide an acceptable response, then provide a bracketed copy of your response that identifies
the information that should be protected and a redacted copy of your response that deletes such
information. If you request withholding of such material, you must specifically identify the
portions of your response that you seek to have withheld and provide in detail the bases for your
claim of withholding (e.g., explain why the disclosure of information will create an unwarranted
invasion of personal privacy or provide the information required by 10 CFR 2.390(b) to support a
request for withholding confidential commercial or financial information).

The NRC also includes significant enforcement actions on its Web site at www.nrc.gov; select
About NRC, then Organizations & Functions, then Office of Enforcement, and then
Enforcement Documents.

Sincerely,

IRA/

Martin J. Virgilio

Deputy Executive Director for Materials, Waste,
Research, State, Tribal, and Compliance Programs

Office of the Executive Director for Operations

Enclosure: As stated

cc w/enclosure:

Mr. Troy Hedger, Chief Executive Officer
Alpha Omega Services, Inc.

9156 Rose Street

Bellflower, CA 90706
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Distribution for Order (Effective Immediately) Prohibiting Involvement in NRC-Licensed Activities
(NRC Office of Investigations Report No. 4-2005-016):

Dated: December 20, 2007
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