UNITED STATES
NUCLEAR REGULATORY COMMISSION
REGION |V

611 RYAN PLAZA DRIVE, SUITE 400
ARLINGTON, TEXAS 76011-4005

February 15, 2008

CAL-4-07-004

Randall K. Edington,

Executive Vice President Nuclear
and Chief Nuclear Officer

Arizona Public Service Company

P.O. Box 52034

Phoenix, AZ 85072-2034

SUBJECT: REVISED PALO VERDE NUCLEAR GENERATING STATION
CONFIRMATORY ACTION LETTER

Dear Mr. Edington:

This letter revises and supersedes in total the Palo Verde Nuclear Generating Station (PVNGS)
Confirmatory Action Letter (CAL) dated June 21, 2007. The CAL has been revised to
incorporate actions to address performance insights identified by your assessment activities and
our Inspection Procedure (IP) 95003 Supplemental Inspection, and actions described in your
improvement plan. The NRC has determined that the actions described below need to be
satisfactorily implemented to address the fundamental causes for performance problems at
PVNGS.

On March 2, 2007, PVNGS Unit 3 entered the Multiple/Repetitive Degraded Cornerstone
Column (Column 1V) of the Action Matrix (NRC Manual Chapter 0305) as a result of two
separate safety significant inspection findings (one Yellow and one White) in the Mitigating
Systems cornerstone. The Yellow finding, open since the fourth quarter 2004, involved a
significant section of containment sump safety injection piping that was void of water at all three
PVNGS units. The White finding, open since the fourth quarter 2006, involved two failures of
the Unit 3, Train A emergency diesel generator (EDG).

On June 21, 2007, the NRC issued a CAL that required PVNGS to complete the following
actions: (1) complete actions to address root and contributing causes for the Yellow finding
associated with the voided containment sump suction piping for all three units, and the White
finding associated with the Unit 3 Train A EDG electrical relay problems; (2) complete corrective
actions that will result in sustained improved performance in the crosscutting areas of human
performance and problem identification and resolution; (3) conduct an independent safety
culture assessment; (4) incorporate the results of your in-depth evaluations and your safety
culture assessment into an improvement plan; and (5) submit a modified improvement plan to
the NRC. Actions 3 and 4 of the CAL were completed by PVNGS and reviewed by the NRC
during the IP 95003 Supplemental Inspection. Action 5 was completed with the submittal of
your letter dated December 31, 2007. Regarding Actions 1 and 2, which have not been
completed, these have been incorporated into this revised CAL.
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In your letter dated December 31, 2007, you identified specific action plans and strategies that
you considered appropriate to address Action 5 of the CAL. Pursuant to your letter dated
December 31, 2007, the NRC understands that you will implement 15 Site Integrated
Improvement Plan (SIIP) Action Plans (see Enclosure 1). This revised CAL contains a subset of
actions delineated in your SlIP that the NRC determined are necessary to address the
performance insights identified by your assessment activities and our IP 95003 Supplemental
Inspection. The key performance areas that need to be addressed and the related action plans
and strategies that PYNGS has committed to implement are described as follows:

1.

To address root and contributing causes identified in your evaluations in response to
the Yellow finding associated with the voided containment sump suction piping for all
three units. PVYNGS will implement the following:

o SIIP Action Plan 15, "RAS [Recirculation Actuation Signal] Event," Focus Areas
1 through 10.

To address root and contributing causes identified in your evaluations in response to
the White finding associated with the Unit 3 Train A EDG electrical relay failures.
PVNGS will implement the following:

° SHIP Action Plan 14, "EDG K-1 Relay Event,” Strategies 1 through 7.

To address problem identification and resolution performance issues, PVNGS will
implement the following:

° SIIP Action Plan 3, "Engineering Technical Rigor," Strategies 3 and 4;
? SHP Action Plan 6, "Performance Improvement," Part 1, Strategies 4, 6
(Tasks 3.2.5 and 3.3.2), and 10; Part 2, Strategies 2, 4, 6, 7, and 8.

To address human performance issues, PVNGS will implement the following:

° SIIP Action Plan 9, "Programs/Procedures/\Work Instructions," Strategies 4, 5, 7
and 10;

® SIIP Action Plan 11, "Human Performance/Industrial Safety," Part 1, Strategies 1,
2, 6, and 8;

o SIIP Action Plan 13, "Training and Qualification," Strategy 3.

To address problems with the implementation of engineering programs, PVYNGS wiill
implement the following:

o SlIP Action Plan 2, "Equipment Reliability," Strategies 2, 3, and 6;
° SIIP Action Plan 3, "Engineering Technical Rigor," Strategies 2, 7, 10, and 11;

° SIIP Action Plan 4, "Design Control/Configuration Management," Strategies
2 and 5;

o SIIP Action Plan 5, "Engineering Programs," Strategies 1 and 6 through 10.

To mitigate the potential for previous decisions to affect the quality of current
evaluations associated with significant equipment problems, PVNGS will implement the
following:

° SIIP Action Plan 3, "Engineering Technical Rigor," Strategies 5 and 13;
° SIIP Action Plan 6, "Performance Improvement, Part 2, Strategy 3.
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10.

11.

12.

To address the issues identified during your 2007 independent safety culture
assessment, PVYNGS will implement the following:

° SIIP Action Plan 12, "Safety Culture," Strategies 4, 7, 8, 10, and Effectiveness
Review Task 4.4.8.b.

To address problems associated with standards and expectations for performance and
holding individuals accountable for nuclear safety, PVNGS will implement the following:

° SHIP Action Plan 1, "Operational Focus,” Strategies 4, 8, 11, and 12;
SIIP Action Plan 8, "Performance Improvement," Part 1, Strategies 1 and 5;
SIIP Action Plan 10, "Organizational Effectiveness," Strategies 1, 6 (Task
2.2.E.1.b), and 9. '

To define and implement a change management process, PVYNGS will implement the
following:

® SIIP Action Plan 1, "Operational Focus," Strategy 7;
° SIIP Action Plan 12, "Safety Culture," Strategy 9.

To address problems with the emergency preparedness program, PVYNGS will
implement the following:

o SIIP Action Plan 8, "Emergency Preparedness," Strategies 1, 3 through 9 and 11.

To address the potential for latent and longstanding issues associated with equipment
deficiencies (e.g., water intrusion into underground vaults, check valve degradation,
and EDG fluid leaks), PVYNGS will implement the following:

o SIIP Action Plan 2, "Equipment Reliability," Strategy 7.

To address problems with backlog tracking systems and prioritization, PYNGS will
implement the following:

® SIIP Action Plan 2, "Equipment Reliability," Strategy 1;

e SIIP Action Plan 4, "Design Control/Configuration Management," Strategies 3
and 6;

° SIIP Action Plan 7, "Managing Plant Workloads," Strategy 8.

NRC Manual Chapter 0305, "Operating Reactor Assessment Program," specifies the actions
that will be taken by the NRC and licensee when plant performance is in the Multiple/Repetitive
Degraded Cornerstone Column of the Action Matrix. The NRC expects PVNGS to make
sufficient progress on CAL ltems 1 and 2 by September 30, 2008, to allow the NRC to inspect
and evaluate the adequacy of your corrective actions to address the two separate safety
significant inspection findings that resulted in entry to Column IV of the Action Matrix. This CAL
will remain open and PVYNGS Unit 3 will remain in Column IV of the Action Matrix until each CAL
item listed herein is verified and closed by the NRC. The NRC will close these items upon
demonstrated sufficient progress based on the results of direct inspections, interim
effectiveness reviews, performance measures, and metrics.
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The NRC understands that you will submit to the NRC a list of the specific tasks, including due
dates, associated with the action plans and strategies for each of the CAL items described
above by March 31, 2008. That submittal shall include measures and metrics for each action
plan to aid in monitoring performance improvement. As necessary, any changes to specific
tasks that you deem essential, to fully address the specific CAL items, should be made by your
staff and the NRC shall be informed of the changes during periodic updates. The NRC will
assess the effectiveness of your improvement efforts through periodic inspections and
regulatory performance meetings. :

Pursuant to Section 182 of the Atomic Energy Act, 42 U.S.C. 2232, you are required to:
(1) Notify me immediately if your understanding differs from that set forth above;

(2) Notify me if for any reason you cannot meet the specified schedule for CAL
ltems 1 and 2 and advise me in writing of your modified schedule in advance of the
change; and

(3) Notify me in writing when you have satisfactorily completed or demonstrated sufficient
progress to address each of the twelve key performance areas itemized in this CAL.

Issuance of this CAL does not preclude issuance of an order formalizing the above
commitments or requiring other actions on the part of the licensee, nor does it preclude the NRC
from taking enforcement action for violations of NRC requirements that may have prompted the
issuance of this letter. In addition, failure to take the actions addressed in this CAL may result in
enforcement action. :

In accordance with 10 CFR 2.390 of the NRC's "Rules of Practice," a copy of this letter and any
response you provide will be made 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. 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 please 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). If safeguards information is necessary to provide an
acceptable response, please provide the level of protection described in 10 CFR 73.21.

Q..

Elmo E. Collins
Regional Administrator

Sincerely,

Dockets: 50-528, 50-529, 50-530
Licenses: NPF-41, NPF-51, NPF-74
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cC:
Steve Olea

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, AZ 85007

Douglas K. Porter, Senior Counsel
Southern California Edison Company
Law Department, Generation Resources
P.O. Box 800

Rosemead, CA 91770

Chairman

Maricopa County Board of Supervisors
301 W. Jefferson, 10th Floor

Phoenix, AZ 85003

Aubrey V. Godwin, Director

Arizona Radiation Regulatory Agency
4814 South 40 Street

Phoenix, AZ 85040

Scott Bauer, Director

Regulatory Affairs

Palo Verde Nuclear Generating Station
Mail Station 7636

P.O. Box 52034

Phoenix, AZ 85072-2034

Mr. Dwight C. Mims

Vice President, Regulatory Affairs and
Performance Improvement

Palo Verde Nuclear Generating Station
Mail Station 7636

P.O. Box 52034

Phoenix, AZ 85072-2034

Jeffrey T. Weikert
Assistant General Counsel
El Paso Electric Company
Mail Location 167

123 W. Mills

El Paso, TX 79901
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Eric J. Tharp

Director of Generation

Los Angeles Department of Water & Power
Southern California Public Power Authority
P.O. Box 51111, Room 1255

Los Angeles, CA 90051-5700

John Taylor

Public Service Company of New Mexico
2401 Aztec NE, MS Z110

Albuquerque, NM 87107-4224

Geoffrey M. Cook

Southern California Edison Company
5000 Pacific Coast Hwy, Bldg. D21
San Clemente, CA 92672

Robert Henry

Salt River Project

6504 East Thomas Road
Scottsdale, AZ 85251

Brian Almon

Public Utility Commission
William B. Travis Building
P.O. Box 13326

1701 North Congress Avenue
Austin, TX 78701-3326

Karen O' Regan

Environmental Program Manager
City of Phoenix

Office of Environmental Programs
200 West Washington Street
Phoenix, AZ 85003

Matthew Benac

Assistant Vice President
Nuclear & Generation Services
El Paso Electric Company

340 East Palm Lane, Suite 310
Phoenix, AZ 85004

Chief, Radiological Emergency Preparedness Section
National Preparedness Directorate

Technological Hazards Division

Department of Homeland Security

1111 Broadway, Suite 1200

Oakland, CA 94607-4052
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Confirmatory Action Letter — CAL-4-07-004

A subsidiary of Pinnacle West Capital Corporation

Randall K. Edington Mail Station 7602
Palo Verde Nuclear Executive Vice President Tel (623) 393-5148 PO Box 52034
- Generating Station Chief Nuclear Officer Fax (623) 393-6077 Phoenix, Arizona 85072-2034

102-05789-RKE/CJS
December 31, 2007

Mr. E. E. Collins Jr.

Regional Administrator, Region |V
U.S. Nuclear Regulatory Commission
611 Ryan Plaza Drive, Suite 400
Arlington, TX 76011-4005

References: 1) Confirmatory Action Letter CAL-4-07-004 dated June 21, 2007, from Bruce
Mallet, Region IV NRC, to Randall K. Edington (ADAMS ML071720526)

2) Arizona Public Service Company (APS) letter number 102-05770, dated
November 28, 2007, Confirmatory Action Letter (CAL) Action 5 Extension
Request

Dear Mr. Collins:

Subject: Palo Verde Nuclear Generating Station (PVNGS)
Units 1, 2, and 3
Docket Nos. STN 50-528/529/530
Response to NRC Confirmatory Action Letter (CAL)-4-07-004,
Action 5: Submittal of Portions of the Modified Improvement Plan

This letter transmits the Palo Verde Nuclear Generating Station (PVNGS) Site Integrated
Improvement Plan (SIIP) in response to Action 5 of the referenced Confirmatory Action Letter
(CAL). The SIIP contains key improvement actions that APS is taking to address the causes
of the decline in performance at PVNGS, including actions to address the issues that led to
PVNGS being placed in the Multiple / Repetitive Degraded Cornerstone Column (Column 1V)
of the NRC Action Matrix and issues identified during independent assessments of the
PVNGS safety culture.

The SIIP actions are a subset of the overall Site Integrated Business Plan (SIBP) that has
been developed to support the PVYNGS mission to safely and efficiently generate electricity
for the long term. The improvement actions contained within the SIIP have been entered into
and will be tracked and closed through the PYNGS Corrective Action Program (CAP).

A memper of the STARS (Strategic Teaming and Resource Sharing) Alliance
Callaway ) Comanche Peak I Diablo Canyon 7} Palo Verde 7§ South Texas Project [J Wolf Creek
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Structure of the Site Integrated Improvement Plan

The SIIP consists of fifteen (15) Action Plans to achieve substantial and sustainable
performance improvement grouped into five (5) Improvement Areas.

IMPROVEMENT AREAS

ACTION PLANS

Operations

Operational Focus (including Operations
Fundamentals and Operability
Determinations)

Equipment Reliability

Engineering

Engineering Technical Rigor
Design Control/Configuration
Management

Engineering Programs (including
Maintenance Rule, Equipment
Qualification, and Fire Protection)

Site Programs and Processes

[

Performance Improvement (including
Corrective Action Program, Operating
Experience, and Self Assessment /
Benchmarking) _

Managing Plant Workloads
Emergency Preparedness

Programs, Procedures and Work
Instructions

Organization and Human Performance

Organizational Effectiveness

Human Performance/Industrial Safety
Safety Culture '
Training and Qualification

EDG K-1 Relay and RAS

¢ |e o o ©

Emergency Diesel Generator K-1 Relay
Event (IP 95001)

Recirculation Actuation Signal (RAS)
Event (IP 95002)

The Action Plans contained within the SIIP were developed based upon the results of
assessments, reviews, and causal analyses performed to ensure that the causes of the

decline in performance at PVNGS are understood. The SIIP is included as an attachment to
this letter. Each SIIP Action Plan includes the Action Plan Strategy describing the actions to
be completed, along with the core metrics and the effectiveness reviews that will be used to

assess progress. Development of the set of metrics for each SIIP Action Plan is continuing

in order to ensure that the appropriate set of metrics has been selected and that appropriate

definitions, goals and threshelds for each metric have been identified.
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APS will implement the Action Plans within each Improvement Area to achieve substantial
and sustainable performance improvement. Nearly all of the actions in these plans will be
completed within the next 18 months, with most scheduled during 2008. Substantial and
sustainable performance improvement in an Improvement Area will be indicated by (1)
progress in implementing the Action Plans for that Improvement Area, and (2) positive
performance results in the Improvement Area as indicated by the collective trend of metrics
and other effectiveness reviews.

Measures to Ensure Rigorous Implementation and Effectiveness of the SIIP

APS is keenly aware that the SIIP must be rigorously and effectively implemented in order to
achieve substantial and sustainable performance improvement. A PVNGS Implementation
and Monitoring Team has been established that will oversee the implementation, tracking,
and closure of SIIP actions. The Implementation and Monitoring Team Leader reports
directly to the APS Executive Vice President and Chief Nuclear Officer (CNO). As noted in
the attachment, APS has established a formal procedure for tracking and closmg of SIIP
actions to ensure that they are rigorously implemented.

In addition, APS is establishing measures to evaluate effectiveness of the SIIP. These
measures include:

o Performance metrics for each SIIP Improvement Area and Action Plan

¢ Planned internal effectiveness reviews or self-assessments

» Periodic review of progress and effectiveness by the Implementation and Monitoring
Team

e Periodic review of progress and effectiveness by PVNGS senior management

e Independent surveys or assessments (for example, an independent safety culture
survey and performance evaluation are planned)

The PVNGS CNO and other senior management will closely monitor these measures to
ensure that SIIP actions are effective and to provide accountability for achieving results. The
measures that have been selected to date to evaluate effectiveness in each SIIP area are
identified in the attachment.

Adjustment of Specific SIIP Actions as Implementation Proceeds-

APS is committed to implementing actions to address each of the SIIP Improvement Areas,
with the objective of achieving substantial and sustainable performance improvement in each
area. As implementation proceeds, APS will adjust specific actions and timetables as
warranted by circumstances or effectiveness reviews. To ensure the SIIP actions are
rigorously implemented, changes to SIIP actions will be controlled using the same formal
procedure as mentioned above with respect to closure of SIIP actions.
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APS intends to update and supplement the SIIP based upon additional insights gained from
the NRC's recently conducted IP 95003 inspection at PVYNGS and other reviews being
performed to confirm the adequacy of SIIP actions. For example, APS is currently
developing actions to further address maintenance rule issues, workoff plans for site
backlogs and to reconfirm the actions to further address issues associated with the Unit 3
Recirculation Actuation Signal (RAS) Event (voided piping). This will ensure that the actions
contained in the SIIP comprehensively address the causes of the decline in PYNGS
performance.

APS makes the following commitment in this letter:

APS will submit the updated SIIP, including the identification of additional or revised
metrics, within 45 days of receipt of the NRC IP 95003 inspection report for PVNGS.

In sum, the SIIP is based upon thorough analyses of the problems and causes of the decline
in PYNGS performance. We will rigorously implement the actions contained in the SIP to
address those issues, and carefully monitor effectiveness. Our goal is to achieve substantial
near-term improvement, and to institutionalize the changes we make so that this
performance improvement is sustained. Through the SIiP and SIBP, we will return PVNGS

to excellent performance in support of our mission to safely and efficiently generate electricity
for the long term.

If you have any questions, please contact me or Dwight Mims, Vice President Regulatory
Affairs and Plant Improvement, at (623) 393-5403.

W p %ﬁ

Attachment: Palo Verde Nuclear Generating Station Site Integrated Improvement
Plan, Revision 0

RKE/DCM/REB/CJS/gat

cc:  E.E. Collins Jr. NRC Region IV Regional Administrator
M. T. Markley NRC NRR Project Manager - (send electronic and paper)
G. G. Warnick NRC Senior Resident Inspector for PYNGS
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