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THOMAS O. WOODS, JR.
EXECUTIVEVICE PRESIDENT
CHIEF OPERATING OFFICER May 11, 1982

Dr. Nunzio J. Palladino
Chairman
Nuclear Regulatory Commission
Washington, D.C. 20555

Dear Dr. Palladino:

This letter is intended to apprise you of certain allegations that have
been made respecting the quality of construction of Palo Verde Nuclear
Generating Station and to request your assistance in the investigation
and resolution of such allegations. The facts as reported to me are:

1. During the course of a conference call on April 6, 1982, among
the Palo Verde Licensing Board Chairman (Robert Lazo), counsel
for the Joint Applicants, for the NRC Staff and for the State
of New Mexico, and the Intervenor in the Palo Verde Licensing
proceeding, Ms. Patricia Lee Hourihan, Ms. Hourihan reported
that she had received information from a Palo Verde employee
of some alleged, improper electrical work and that she intended
to file a new contention respecting such matter. However, she
flatly refused to disclose the source of her information or any
other details surrounding the alleged improper work.

2. Subsequently, after she had been served with a deposition subpoena,
she submitted to the Licensing Board a request for a protective
order which would relieve her from disclosing during her deposition
the name of her informant or any other information respecting her
prior allegations.

3. During the course of her deposition (which took place before the
Licensing Board had the opportunity to act on the request for a
protective order), Ms. Houri han again refused to discuss any
aspect of the alleged improper electrical work on the grounds
that she had not filed any contention respecting the matter and,
therefore, the matter was irrelevant.

Either Ms. Hourihan has relevant information concerning the quality of
electrical work at Palo Verde or she doesn'. If she were truly inter-
ested in contributing to the quality and safety of the plant, she should,
at the very least, disclose some specifics concerning the allegations so
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that they can be investigated and, if found valid, corrected. Instead
of taking this constructive approach, it appears that she is dealing
with the licensing of Palo Verde and issues of quality and safety asif they were a game of "hide and seek". In fact, we think her approach
is a delaying tactic.

We at Arizona Public Service Company cannot accept such an approach.
The reliability, quality and safety of Palo Verde are indeed serious
matters. In my view any allegation of improper workmanship at Palo Verde,
regardless of source or nature, is highly relevant and cannot be taken
lightly. Such matters go right to the heart of the quality of the con-
struction of Palo Verde -- a matter for which I am directly responsible.

When we learned of Ms. Hourihan's allegations, APS'orporate quality
assurance manager was directed to do everything he could to uncover the
facts surrounding the matter hinted at by Ms. Hourihan. Unfortunately,
because Ms. Hourihan has continued to refuse to make any disclosure
respecting the alleged improper electrical. work, our investigation has
been thwarted from the outset. Therefore, I am asking for your assistance
so that this matter can be investigated, the true facts can be uncovered
and corrective action, if required, can be taken.

Arizona Public Service Company has had a long standing policy to encourage
our employees to bring any and all improper work or practices to the atten-
tion of their supervisors. This policy also provides an open door to my
office and every other officer of APS to assure our employees that their
reports will not lead to harassment, disciplinary action or discrimination
in any form, in their employment. APS has faithfully implemented this
policy with respect to Palo Verde. We have carefully investigated each
and every complaint or concern reported to us from any and all sources.
To my knowledge, no employee of APS or any of its contractors has ever
been subjected to harassment because he or she made a report of improper
workmanship or work practices. I pledge that I will continue to see to
it that our non-harassment code is strictly adhered to in the investigation
of this matter as well as any others that may arise in the future. I am
enclosing a copy of our Corporate Nuclear Safety Policy for your information.

The reliability, quality and safety of Palo Verde are serious matters.
No allegation of improper workmanship can be treated" as a game or as a
ploy to stall the licensing process. We are ready, willing and able to
investigate these alleg'ations and to take, any needed corrective actions,
but we can't do so until we have more information. Therefore, I respect-
fully request that the NRC assist us in any way possible in investigating
and resolving these electrical work allegations. We will, of course,
cooperate fully with the Commission on this matter.
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Please advise me promptly of the action which the NRC proposes to take
in response to my request. If it is deemed appropriate that any other
federal, state or local agencies should become involved, we stand ready
to cooperate in every possible way.

Sincerely,

TGW:sm

Enclosure
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CC: Governor Bruce Babbitt
Atomic Safety Licensing Board

Robert M. Lazo, Esq.
Chairman
Atomic Safety 6 Licensing Board
U. S. Regulatory COIIission
4350 E. W. Highway
Bethesda, Maryland 20014

Dr. Richard F. Cole
Atomic Safety 8 Licensing Board

Dr. Dixon Gal
lahan'nion

Carbide Corporation
P. 0. Box Y
Oak Ridge, Tennessee 37830

Lee Scott Dewey, Esq.
Office of Executive Legal Director
U. S. Regulatory Commission

Rand L. Greenfield, Esq.
Assistant Attorney General
P. 0. Drawer'508
Santa Fe, New Mexico 87504

Lynne Bernabei, Esq.
Harmon Weiss
1725 I Street N.W., Suite 506
Washington, D. C. 20006

Honorable Barry Goldwater
Honorable Dennis DeConcini
Honorable John J. Rhodes
Honorable Eldon Rudd
Honorable Bob Stump
Honorable Morris K. Udall

Dr. Harold Denton

Arizona Corporation Commission
Bud Tims, Chairman
Diane McCarthy', Commissioner
Jim Weeks, Commissioner
Tim Barrow, Executive Secretary

Art Gehr, Snell 6 Wilmer
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POLICY Subject: Safety

Title: Corporate
Nuclear'afetyPolicy

Effective: September 1, 1981

For use by:

S UMMARY

Company Employees

Arizona Public Service Company is committed to the high-
est standards of safety for protection of its employees
and the public in conducting its nuclear power program.

In the design, construction, operation and maintenance
of its nuclear facilities, safety is of utmost concernand'ill not be compromised for economic consideration.
All regulations and procedures which are designed to
protect the public and employees are to be scrupulously
observed. The Company will conti'nuously educate and
train its employees to ensure that the highest safety
standards are maintained and that the newest safety
techniques and systems are rapidly assimilated into the
Company's facilities and procedures.

In the operation of the Palo Verde Nuclear Generating
Station, nuclear safety has the highest priority. All
employees'ctions are to be directed in that manner.
Nuclear safety considerations are to be part of the
'regular performance evaluations of the Company's nuclear
power management.

Any employee in the nuclear organization who does not
feel that a safety concern is being adequately addressed,.
has the responsibility to go directly to any officer of
the Company.

COMMITTEES In response to the recommendation of the Kemeny Commis-
sion on NRC regulations, the Company will establish a'nd
maintain the following safety review functions:

Independent Nuclear Review Group reports directly to the
Presrdent o t e Company.

Group membership will be a mix of APS executive manage-
ment and outside representatives with diverse expertise.

'The Group will review and monitor the APS management
systems and organizations that bear on the Company's
nuclear power program. It will provide advice and coun-
sel on the effectiveness of such systems and organiza-
tional infrastructure and make recommendations for
improvements as appropriate.

ARIZONAPUBLIC SERVICE COMPANY Page
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'Corporate Nuclear
Safety Policy

No. 726B.

COMM> r rEES
(cont'd)

The Group wi.ll review
relationships between
entities with nuclear
be free'o report any
public.

the quality and effectiveness of
the Company and various public
responsibilities. The Group will
findings or recommendations to the

e

Safety Audit Committee is an off-site safety review
,group c aired by a person reporting directly to the .

vice'president of Electric Operations.

The Committee will review operating activities that
~ affect nuclear safety independent from the plant
operatinq organization.

e

Pl'ant Review Board is an on-site group chaired'y the
Plant Manager.

The Board will review safety-related plant procedures,
safety issues raised by'plant personnel, development
at other plants that may have safety significance for
Palo Verde, and other such matters.

OTfIER,'OMPANY

SERVICES

APS Corporate'uality Assurance organization reports
~to t le vrce prearncnt o Nuclear project Management.
Xt establishes overall criteria for Quality Assurance
Programs anr3 aurlits on a continuous basis to ensure
that all phases of the, criteria are being implemented
and to determine that appropriate safety rules

and'oliciesare being applied to Palo Verde design and
operation.,

Provides management
=extent of adherence
'odes, regulations,
mission, goals, and

with an accurate indication of the
to policies, administrative controls,
and effectiveness in meeting plant
'objectives.

Off-Site Company Services Available To Palo Verde:

Electric Operations Nuclear Support Staff
Administrative Services Staff
Nuclear Projects Management Staf f
F'ossil Generation Department
System Electric Operations Department
Sys tern Eng ineering 'Department
c'.orporate Safety Department,:
Other APS Organizations
Consultants (as necessary)

Keltt L. Turley 1

Chairman of the Board,
President & Chief Executive Officer

ARIZONAPUBLIC SERVICE COMPANY Page
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