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RC Scaff haw rece y had Leveral meetings with the Comnission,
ommisasion hae expressed concern about the potential impact of state

tegulation on the eafe operation of nuclear pover plants and, in
he misuse of Commission evaluations of 1icensee performance by state

Commiansions T purpose of this letter s to bring to you

ttention o such tecent instences vhere Commisslion evaluation findings have

een taken out f context at to request your assistance in

talning & clarifying letter he NRC, (Both matters, incidentally, have
eceived extensive media coversge

The Palo Verde facility Lo the subject of & recent Diagnostic Evaluation by the
NRC Staff and {ts consultanty The Diagnostic Evaluation Report (DER) containa
constructive ceriticiom and notes opportunities for improvement which Arizona
Public Servive (APS) s addressing The DER, however, «lso includes
retrospective observations regarding APS' preparation for and readiness teo
undertake commercial operation, as vell as observations about the effects of the

1ine in the stock of APS' parent, Flnnacle West Capital Corporation (Plnnacle

on the stability of Palo Verde's work force and organization

As ¢ the former, the DER's language concerning AFS' preparation fer and
readiness 1o undercaks commercial operation has already been seized upon by the
Arizona Corporation Commission (ACC), which will be considering the prudence of
Palo Verds construction later this year (see enclosed article from Arizona
Republic: March 21, 1990), and hes been referred to in procesdings before the
Texas PUC Lluvolving one of Palo Verde's co-owners, El Paso Rleciric Company

In addition, the ACC haes used observations in the DER about the effects of the
declining Pinnacle West stock on Palo Verde in a complaint filed with the
Securities and Exchange Commission (see enclosed excerpts from The Arizona
orporation Commisalon’s Complaint, Petition for Revecation or Moddificatiocn of
Plonvecle Weat Capital Corporation’'s Exenption. Request feox Heatdng and betition
te lntervens, May 1, 1990)
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(5) APS staffing of the Palo Verde units vith operating personnel
¢xceeded NRC requirements fn both numbers and qualifications,

(6) Operating personnel generally pecformed vell and vere complimented
Irom time to time for their demeanor, professioaal attitude and
sdherence to procedures,

(7) Outege managemant wvas well organized and several scheduled and
unscheduled outages were sffoctively and efficlently sanaged,

(8) Operational procedures vere upgraded as experience vas gained from
the inftial operation of each unit,

(9) Quality assurance activities were emphasized throughout the entire
organization in connection with the testing and initial operetion
of the Palo Verde units,

Moreover, SALP reports and SERs in the 198387 pariod reflect confidence on the
part of the NRC, fte Staff and the ACRS in the operational readiness of the Palo
Verde units and the APS staff.

Excerpts from NRC {nspection ‘eports, SERs, SALP reports, transcripts of ACRS
subcomnittes and full committes meetings and reports of NRC "full power” meatings
Indexed to the foregoing areas are enclosed for your consideration,

.

It was not surprising In the review of this record to find favorable
deterninations {n each of thess areas, because positive findings on such matters
must be made by the Comntssion befors authorfzing operations. WVhat s
impressive, however, s that the record reflects thet the APS organization end
ite preparations for operation were not merely minimslly adequate but generally
regarded by the Commission, {ts Staff and the ACRS us especially effective. It
does not appear that the DER veighs Palo Verde's past record; indeed, {t is not
referred to. Although it {s .ot eclear why the precperational peried {s gormane
to the DER, {f {t {s Included, it should fairly reflect the avallable record as
do other areas of the DER,

The ACC alen used the DER's observations vegarding the effects of the decline
in Pinnacle West stock on the stebllity of Palo Verde In a request to the SEC
for revocacion of Pinnacle West's stacus as an exempt holding company. Although
APS recognizes that the NRC cannot control the use to vhich {ts observations may
be put, the use of these observations in the ACC's Complaint (s particularly
disturbing,






