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PUBLIC UTILITIES COMMISSION

08 VAN NESS AVENUE
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April 27, 1992

e, Donais B Geimsiey FRECOOM OF INFORMAT)
Division of Freedom of Information and ACT REQUEST
publication Services ﬁr"_9z o/

office of Administration
U.8. Nuclear Regulatory Commission @U-S°/"9e
washington, D.C. 2085

Dear Mr. Grimsley:

@

ON

g

pursuant to the Freedom of Information Act, and the implementing

regulations in 10 CFR §9.23(b), 1 hereby reguest the certain
Nuclear Regulatory commission (NRC) documents. The documents
requested relate to one or both of the following letters which
are attached.

Letter A May 22, 1690 letter to Mr. James M. Taylor, NRC
Executive Director for © rations, from Mr. Willi
Conway of the Arizona Pu lic Service Company for
*clarifying letter” concerning certain DTagnoutlc
Evaluation Team observations.

Letter B July 13, 1990 letter from Mr. James M. Taylor, NRC

Executive Director for Operations, to Mr, Conway,
Executive Vice President Nuclear at Arizona Pub{i
gervice Company and/or the mat ars discussed in
that letter.

we nereby request the following documents:

1. Copies of all memoranda, letters or other NRC correspondenc
written by, for or to:
- the Executive Director for Operations,
the Deputy Executive Director for Operations,
the Director of Nuclear Reactor Regulation,
the NRC Commissioners,
the members of the Palo Verde Diagnostic Evaluation
Team,
- the Director of the Office of Analysis and Evaluation
of Operational Data, and
- the Administrator and Deputy Administrator of NRC
Region V,
which addressed or discussed, at least in part, the reguest
in the attached letter A.
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2. Copies of the notes, minutes, transcripts or reporis of all
meetings of the NRC Commissioners and/or staffmembers
identified in Request 1 above, which addressed or discussed,
at least in part, the request in the attached letter A.

3. Copies of all memoranda, letters or other NRC correspondence
written by, for, or to:
- the Executive Director for Operations,
the Deputy Executive Director for Operations,
the Director of Nuclear Reactor Regulation,
the NRC Commiegsicners,
the menmbers of the Palo Verde Diagnostic Evaluation
Team,
- the Director of the Office of Analysis and Evaluation
of Operational Data, and
- the Administrator and Deputy Administrator of NRC
Region V.
which addressed or discussed the attached letter B and/or the
matters discussed in that letter,

4, Copies of the notes, minutes, transcripte or reports of all
meetin?a of the NRC Commissioners and/or staffmembers
identified in Reqguest 3 above, which addressed or discussed,
at least in part, the attached letter B and/or the matters
discussed in that letter.

5, Copies of the notes, minutes, transcripts or reports of all
telephone conversations between representatives of Arizona
Public Service Company and the NRC Covamissioners and/or
staf fmembers identified in Request ) above which addressed or
discussed either letter A and/or the matters discussed in
those letters.

These records are sought to aid in an investigation being
conducted by the California Public Utilities Commission, a state
agency, into the operation of the Palo Verde Nuclear Generating
Stations (CPUC Docket No. 1.89-12-018). Accordingly, if the
search costs exceed the minimum specified in 10 CFR §9.39, we
request that any search fee be waived pursuant to 10 CFR
§9.41(c¢). The information requested will be used by the
Commission to better understand the manner in which the NRC
regulates Palo Verde in relation to the CPUC’'s regulation of
Southern California Edison’s ownership share of the plant.

1f you have any questions ragatding this request, please do not
hesitate to contact me at (415) 703-1440.
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Bocket Nos. 50-.528/529/%530

Mr. James M. Tayler

Executive Director for Opetrations
. §. Nuclear Regulatory Commission
One White Flint North

11555 Rockville Pike

Rockvilie, Maryland 20852

Dear Mr Tavior:

Subject: State Regulatory Use of NRC Reports
File: 90:086-026

As you know, the NRC Staff has recently had several meetings with the Commission,
{n which the Commission has axpressed conceyn about the potential lapact of state
ecoromic regulation on the safe operation of nuclear power plantz and, in
particular, the misuse of Comaission evaluations of licenses performance by state
Public Utility Commissions. The purpose of this letter is to bring to yeur
attention two suzh recent instances where Compission evaluation findings have
been taken out of context and misused, and to request Youl assistance in
obtaining & clarifying letter from Che NRC. (Both matters, incidentally, have
received extensive mecdia coverage.)

he Pale Verde facility is the subject of a4 recent Diagnostie Evaluation by the
WRC Seaff and its consultants. The Diagnostic Evaluation Report (DER) contains
consCructive criticism and notes oppertunities for improvement which Arizona
Public Service (APS) (s addressing. The DER, howcver, alse includes
yetrospective ohservations regarding APS’' preparation for and readiness to
undertake commercial operarion, as well as observations about the effects of the
decline in the stock of APS' parent, Pinnacle Vest Capital Corperation (Pinnacle
Vest), on the stabilivy of Palo Verde's work ferce and organization.

As o the fermer, the DER's language concerning APS’ preparation for and
readiness to undertake commercial operation has already been Teized upon by the
Arizona Corporation Commission (ACC), which vill be considering the prudence of
Palo Verde conscruction later this year (see enclosed article from Agzizeons
Republic: March 21, 1990), and has been referred to in proceedings before the
Texas PUC involving one of Palo Verde's co-owners. El Paso Electric Company.
In addition, the ACC has used cbservations in the DER about the effects of the
Aeclining Pirnacle Vest stock on Palo Verde in a complaint filed wich the
Securities and Exchange Commission (see enciosed excerpts from The Azizgna
Corporstion Commisgion's. Qempluns,_.&rum.f.u_&gnwnw.numum
innacle Nest Capital Corporation's Exenprion. Request for HWearing and Pegisieon
to_lntervens, May 1, 1990},
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T™he DER's observarions regarding the preoperational per :
throughout, but the essential cbservations are captured in the DER cove: et
vhich purpoirts to connect the root causes and slleged problems . .

precperational era to:

(1) insufficient technical and management depth to support startup end
operation of a three-unit facility, [and]

during startup, managemant and technical resources vere focused on
the next unit to go on line at the expense of the operational units
resulting in a backlog of technical and programmatic issues.

——~
e
~

1 wvas not vith APS during this early period but, being awvare of the excellent
reputation enjoyed by the project throughout this era and the Commission’s
deliberactive process in considering the {ssuance of operating licenses, 1 vas
surprised at these observations and somewhat skeptical, particularly because the
UCR does not cite supporting facts,

Because of our concern regarding these retrospective observations and their
sotentially damaging effect in pending state proceedings, APS urdertook a
comprehensive reviev of contemporaneous analyses and conclusgions by the
Commission, the NRC Staff and the ACRS regarding the resadiness of APS to operate
the Palo Verde units. The record shows that Pale Verde was subject to intensive
scrutiny by the Commission, the Staff and the ACRS as cleaarly reflected in the
transcripts of nuserous Commission and ACRS meetings, operational readiness
inspections, safecty evaluation reports and related documents. On the basis of
these zevievs, the Comaission, the Staff and the ACRS rveached Judgnents
concerning the very issues which are the subject of the DER's ohservations
regarding the preoperational era,

The underlying record of the NRC findings, taken as a vhele, fairly reflects:

(1) APS senior management vas deeply involved in virtually every phase
of preparations for commercial operation.

(27 APS demonstrated substantial organizaticnal depth and experience in
support of operations,
-
(3) Testing, fuel loading and startup of each unit vere done in a
deliberate, cautious and conservative manner.

(4) Management applied the *lessons learned” {ros precperacional testing
and startup. This operated prospectively and retrospectively: j.e
corrective peasures to addrass predlems {dentified during the testing
and startup were applied to subsequent unit(s); subsequently
identified problems were "fixed® on previously licensed units.
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APS scknewledges that the decline in the value of Pinnacle Vest stock may be,
or have been, of concern to some employees, but no evidence exists to show that
the decline contributed to instability or insecurity in the Palo Verds work
force. learly, significant "instability" or “*insecurity® would have been
manifest {n abnormal attrition and/or hiring problems. A reviev of data during
the perlod of Plnnacle West's financial difficulties (1968-1990) reveals no
abnormal artrition nor evidence that Palo Verde personnel left the employ of APS
for this reason. Moreovar, during this same period, APS has, as noted in the
DER. hired an extremely vell-qualified group of officers and senior sanagers.

The ACC Complaint alse queces the DER to the effect that APS’' nev management teanm
was on board and improvement initiatives vere being inplemented, dut notes that
the rate of improvemant is inhibitad by, among other things, "orgenizational
instability, uncertainty and insecurity.® Hovever, the DER made clear that:

the team found no evidence to suggest that finsncial difficulties at
Pinnacle West or APS appropriacien levels had seopardized safety systems
ot the safe osperation of the units... The resources (money, people,
equipment, materials and facilicies) provided to Palo Verce by APS vere
gererally adequate to meet needs.

Again, vhile some irdividuals may have conveyed insecurity and uncezrtainty about
the organization in the course of their intervievs vith NRC team meadbers, that
is 20 be expected in & period of significant management change. The comments
in the DER appear te have been derivec from intervievs and not othervise
suppocrted in the DER. Additionslly, they have been presented in a way which
allovs them to be elevated to general conclusions and to be othervise misused.

APS believes that clarificacion of the DER, by issuance of a supplemental letter
from the NRC Staff, is both necessary and appropriace in the circumstances.
APS is greatly concarned that unless the DER is clarified Lo reflect the facts
cutlined in this letter, it vill be misunderstood and misused to penalize APS
and its co-owners, 1 believe the NRC shares this concern, never intended {cs
DER to be used in this manner, and, therefore, |l urgently request your assiscance
in rhis matter. Should you desire further infoermation in preparing a clarifying
ietter along che lines discussed above, please advise ma. In any event, 1 would
appreciste an cpportunity to meet with you on this mattier at your earliest
convenience, -

Sincerely,
W

E£rnclosuges

ce; J. B. Martin, Region V
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 arning ttem (2], =0 agree ihat there wis, {n general, 8 éiligant affort to
P clve proalens on esch unit and forward f9t thase resolutions prior to

vartup of subsequent units. But ¢n the context of continually increzsing
ranagement and tachnical chc1ion20t. associated with the magnitude of the
increasing profect, the staff baliaves there wers jome arees that were not
dealt with completely and subsequently became urgant (system anginearing
programs, maintenance), Again, this has been a situation common to other myitd
unit sites, Tha problien was that at the end of the startup phase, the
reoganization {n 1987 did not pesition the utility well to complete resolution
of the backleg of technical and progravmatic issues expediticusly,

Arother area you resuested be reconsidercd way the comments reiardin
tiagtability® and "{nsecurity” at Palo Verde due %0 the Pinnacle West business
gituation, The staff agraas that this is not a significant concern and would
not aghear %5 te hiving any acverse affact on plant sersennel, 35 you jeint
sut, the staff made this clear fn the rejort. Tre staff agree. ot an<
insecurity or uncertainty that exists is considered normal %0 4 sually
attenging managenent changes and imgrovements.

Firally, the NRC has expressed 1l¢ concern regarding the misuse of 143144
evaluations,

*nis concarn nas principally been directed at the gosential
safety affacts of serformance f2caatives sstablished by State Publie Utility
formissions far nuclear poser plants, In orcer 10 mike their views known on
this ‘ssue, the Comrmigsion, following 3 crigfing on Aprdl 3, 1940, firected tre
staff to cevelep 8 poltiey statement on the sotential fmpacts of the golicies
and actions of state regulatory bedies, gphasizing that such acticns can nave
either a positive or nejative impact on safaty and 10 estadligh & tracking

system t9 menitor proposals for, and implementation of , perfermance incentives
applfcable to nuclear power plints,

tn conclysien, 2as 1 stated in & March 16, 1980 letter which trengmitted the
Pale Verds DET report to you, we belfeve APS now has @ goed understanding of
the major performance prodblems affecting Palo verce, e also balieve that the

1989 management changes combined with the sumerous fnftfativas underwdy have
shown pregress in resclving Palo Yerde managenent issues, [ lcok forward %0
receiving your formal response to the DET raport,

Sinceraly,

Dewa F o3l
j v
Sines W, Tayder

éi;/,{AQCu:1«e oirector for Operatigns




