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SUBJECT: NRC INSPECTION REPORT NO. 03034542/2009001, SUPERIOR WELL
SERVICES, LTD., INDIANA, PENNSYLVANIA, AND NRC OFFICE OF
INVESTIGATION REPORT NO. 1-2009-035

Dear Mr. Wallace:

During the period of July 23, 2009 through May 19, 2010, Sattar Lodhi of this office conducted a
safety inspection at the above address and at your facilities located in Buckhannon, WV,
Sophia, WV, and Gaylord, MI, of activities conducted under the above listed NRC license. The
inspection was an examination of your licensed activities as they relate to radiation safety and to
compliance with the Commission's regulations and the license conditions. The inspection
consisted of observations by the inspector, interviews with personnel, and a selective
examination of representative records. The preliminary findings of the inspection were
discussed with Martin Comini, John Srock, Lewis Cessna and other members of your staff on
June 15, 2010, at the conclusion of the onsite inspection. On July 22, 2010, a final exit meeting
was held between Mr. Cessna and Dr. Lodhi by telephone.

Separately, based on the information received by the NRC and the NRC Office of Investigations
(Ql), Region | Field Office, initiated an investigation on June 11, 2009, to determine whether
Superior Well Services personnel: (i) failed to report to the NRC the loss of improperly-secured
radioactive material, (ii) compromised required radiation safety examinations, and (iii) falsified
the required radiation survey records. The results of the Ol Investigation are included in the
enclosed Factual Summary of Ol Report No. 1-2009-035.

Based on NRC inspection and investigation, the NRC identified the following seven apparent
violations of NRC requirements: (1) failure to make the required radiation surveys of the vehicle
before transporting licensed material (10 CFR 39.67); (2) deliberately falsifying records of
radiation surveys (10 CFR 30.9); (3) failure to control and maintain constant surveillance of
licensed material that was in an unrestricted area as required by 10 CFR 20.1802; (4) failure to
make an immediate report to NRC of missing licensed material as required by 10 CFR 20.2201;
(5) failure to provide complete information to the NRC inspector as required by 10 CFR 30.9; (6)
failure to secure packages containing licensed material from shifting during transport as required
by 10 CFR 71.5 and 49 CFR 173.448; and (7) failure to maintain records of annual audit of the
radiation safety program (10 CFR 20.2202). In addition to the above apparent violations, the
inspection also indicated need to improve management oversight of the radiation safety
program.
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The details and the circumstances surrounding these apparent violations are described in the
enclosed Inspection Report No. 03034542/2009001. During the telephone conference call on
June 15, 2010, Dr. Lodhi discussed with members of your staff, the circumstances surrounding
six of these apparent violations, the significance of the issues, and the need for lasting and
effective corrective actions. Following the telephone conference call on June 15, 2010, your
Radiation Safety Officer (RSO) described via electronic mail (ML101870596), the corrective
actions that you have implemented thus far to prevent recurrence of the violations. These
actions included: (1) enhancing how the material is secured in company trucks during transport;
(2) revising the training program to include the notification requirements; (3) scheduling monthly
conference calls with site RSOs, Regional managers, and the Corporate RSO to discuss issues;
(4) developing a new procedure to conduct radiation safety program audits, and (5) replacing the
Corporate RSO to better manage the radiation safety program. On July 22, 2010, during a final
exit meeting, another apparent violation, namely, the failure to make the required radiation
surveys, was discussed with Mr. Cessna of your staff and Dr. Lodhi of this office via telephone.
Regarding this concern, the licensee stated during the inspection that the staff were showed
how to use a radiation meter and that its employees were informed that falsification of radiation
survey readings would not be tolerated.

Five of these apparent violations are being considered for escalated enforcement action in
accordance with the current NRC Enforcement Policy. The NRC Enforcement Policy is included
on the NRC’s Website at www.nrc.gov/about-nrc/regulatory/enforcement/enforce-pol.htmil.
Because the NRC has not made a final determination in this matter, a Notice of Violation is not
being issued at this time. In addition, please be advised that the number and characterization of
apparent violations described herein may change as a result of further NRC review.

You should be aware that Section VII.A.1.g of the NRC Enforcement Policy states that for
violations involving loss, abandonment, or improper disposal of a sealed source or device, the
NRC should normally impose a civil penalty of at least the base amount. Since one of the
apparent violations involves the loss of a 2-curie cesium 137 and a 3-curie americium 241
source, the NRC is considering proposing imposition of a civil monetary penalty, that, in
accordance with Enforcement Policy, would not normally be decreased to an amount below the
lowest base civil penalty for such cases, i.e., $27,000.

Before the NRC makes its enforcement decision, the NRC would like to discuss these apparent
violations with Superior Well Services at a Predecisional Enforcement Conference (PEC) at the
NRC Region | office. The decision to hold a PEC does not mean that the NRC has determined
that violations have occurred or that enforcement action will be taken. This conference is being
held to obtain information to assist the NRC in making an enforcement decision. This may
include information to determine whether violations occurred, information to determine the
significance of the violations, information related to the identification of the violations, and
information related to any corrective actions taken or planned. The conference will provide an
opportunity for you to provide your perspective on these matters and any other information that
you believe the NRC should take into consideration in making an enforcement decision. In
presenting your corrective actions, you should be aware that the promptness and
comprehensiveness of your actions will be considered in assessing any civil penalty for the
apparent violations. The guidance in the enclosed excerpt from NRC Information Notice 96-28,
"Suggested Guidance Relating to Development and Implementation of Corrective Action," may
be helpful.
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Instead of a PEC, Superior Well Services may request Alternative Dispute Resolution (ADR)
with the NRC. ADR is a general term encompassing various techniques for resolving conflict
outside of court using a neutral third party. The technique that the NRC has decided to employ
is mediation. In mediation, a neutral mediator with no decision-making authority helps parties
clarify issues, explore settlement options, and evaluate how best to advance their respective
interests. The mediator’s responsibility is to assist the parties in reaching an agreement.
However, the mediator has no authority to impose a resolution upon the parties. Mediation is a
confidential and voluntary process. If the parties (the NRC and Superior Well Services) agree to
use ADR, they select a mutually agreeable neutral mediator and share equally the cost of the
mediator’s services. Additional information concerning the NRC’s ADR process can be obtained
at www.nrc.gov/about-nrc/requlatory/enforcement/adr.html. The Institute on Conflict Resolution
(ICR) at Cornell University has agreed to facilitate the NRC’s program as an intake neutral.
Intake neutrals perform several functions, including: assisting the parties in determining ADR
potential for their case, advising parties regarding the ADR process, aiding the parties in
selecting an appropriate mediator, explaining the extent of confidentiality, and providing other
logistic assistance as necessary. Please contact ICR at Cornell University at (877) 733-9415
within 10 days of the date of this letter if you are interested in pursuing resolution of these issues
through ADR.

Regardless of whether you choose a PEC or ADR, please be prepared to summarize your
corrective actions for each of the apparent violations and discuss your oversight and
implementation of a program that ensures compliance with all regulatory requirements and the
accuracy of information required to be maintained and information submitted to the NRC.

Please contact Marie Miller at (610) 337-5205 within 10 days of the date of this letter to notify the
NRC of your decision to either participate in a PEC or pursue ADR. A PEC or an ADR session
should be held within 30 days of the date of this letter. If a PEC is held, it will be transcribed and
will be closed to public observation in accordance with the NRC’s Enforcement Policy because
the findings are based on an NRC Ol Report that has not been publicly disclosed; however, the
time and date of the conference will be announced.

If you do not contact us regarding your participation in either a PEC or ADR within the time
period specified, and an extension of time has not been granted by the NRC, we will make an
enforcement decision based on available information.

No written response regarding the apparent violations is required at this time. You will be
advised by separate correspondence of the results of our deliberations on this matter.

In accordance with 10 CFR 2.390 of the NRC’s “Rules of Practice,” after completion of
enforcement related activities in this matter, a copy of this letter and its enclosures will be made



Superior Well Services, Ltd.

available electronically for public inspection in the NRC Public Document Room or from the
NRC’s document system (ADAMS) accessible from the NRC Web site at
http://www.nrc.gov/reading-rm/adams.html.

Sincerely,
Original signed by Pamela Henderson For

John D. Kinneman, Director
Division of Nuclear Materials Safety

Enclosures:

Inspection Report No. 03034542/2009001

2. Factual summary of Ol Investigation Report No. 1-2009-035
3. Excerpt from NRC Information Notice 96-28

4. Brochure NUREG/BR-0317

—_—

cc:

Commonwealth of Pennsylvania
State of West Virginia

State of Michigan
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