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UNITED STATES OF AMERICA
NUCLEAR REGULATORY COMMISSION

OFFICE OF NUCLEAR REACTOR REGULATION
Harold R. Denton, Director

DD-85-12

In the Matter of

ARIZONA PUBLIC SERVICE
COMPANY, ET AL.

(Palo Verde Nuclear Generating
Station, Unit 1)

Docket No. 50-528

(10 CFR 2.206)

DIRECTOR ' DECISION UNDER 10 CFR 2. 206

INTRODUCTION

By Petition dated December 18, 1984, Myron L. Scott, on behalf of the

Coalition for Responsible Energy Education (CREE), raised three concerns

about the Palo Verde Nuclear Generating Station (PVNGS) Unit 1 and requested

thai mo license be issued for PVNGS Unit 1 until the concerns are resolved.

Specifically, the Petitioner contends that:

(1) Incentive regulations imposed by the Arizona Corporation Comission

(ACC) on the Arizona Public Service Company (APS) have not been

adequately reviewed for their potential safety impact on PVNGS

Unit 1;

(2) The fuel load bonus plan put into effect in the Suomer of 1984

by APS compromises safe testing and startup of PVNGS Unit 1, and

should be reviewed and/or have special inspections conducted to

guarantee that no adverse safety implications have occurred or

will occur; and

(3) Emergency preparedness of State and local agencies for PVNGS is

inadequate since the agencies may be underfunded.
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The Petition was referred to the staff for appropriate action in

accordance with 10 CFR 2.206. By letter dated February 11, 1985,. I informed

the Petitioner that the relief requested prior to issuance of the low power

license was not required (and, hence, was denied for that licensing action).

Notice that the Petition was under consideration was published in the Federal

~Re ister, 50 FR 7152 (February 20, 1985). The staff has comp1eted its

wvaluation of the Petition and, for the reasons stated in this decision, has

determined that the Petitioner's concerns could be and were reviewed and

satisfactorily resolved prior to issuance of the full power license for PVNGS

Unit 1 without the need for issuance of an order to show cause to the licensee.

DISCUSSION

Petitioner's Concerns With Re ard to the ACC Incentive Plan and APS Fuel

Load Bonus Plan

Petitioner states that on November 28, 1984, ACC adopted an incentive

regulation package for PYNGS which includes a delay penalty dependent

upon PYNGS Unit 1 commercial operation, a total project construction cost

ceiling, and an operating efficiency performance incentive for PVNGS Unit l.
Petitioner contends that these incentives have not been adequately reviewed

for their potential safety impact on PVNGS.
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Petitioner also states that an APS bonus plan was put in effect in

the Sumaer of 1984 for certain personnel relating to the fuel load date for

PVNGS Unit 1. In this regard, Petitioner contends that the plan compromises

safe testing and startup and should be reviewed and/or have special inspections

conducted to guarantee that no adverse safety implications have or will

occul o

The staff considered the above issues prior to issuing a low power

license for PVNGS Unit l. As stated in my letter to the Petitioner on

February ll, 1985, I'did not believe that the imoediate relief requested

(i.e., no license should be issued until the issues were resolved) was

required since there was adequate assurance of public health and safety.

Construction of PVNGS Unit I was essentially complete prior to the time the

- incentive programs were put into effect. Before issuance of the low power

license, the staff had determined through a number of inspections that con-

struction and testing of the plant had been completed in substantial agreement

with APS'ocketed commitments and regulatory requirements.

-Prior to issuance of the full power license for PVNGS Unit I, the staff

did review in detail the ACC incentive regulations and the fuel load bonus

plan est'ablished by APS. The staff provided its views on incentive plans to

the ACC in my letter to Wayne Ruhter dated April 9, 1985. The safety concern

associated with incentive plans is that in response to short-term economic

pressures, licensees may hurry work, take short cuts or delay action in order

to meet a deadline, a cost limitation or other factor. Such actions could

have adverse effects on plant safety. In other words, the potential exists

that such a program could unintentionally encourage the adoption of actions

designed to maximize the measured performance against which the financial
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rewards or penalties of the incentive plan are applied, but which could

adversely affect the public health and safety.

The staff performed an evaluation of the financial aspects of the ACC

incentive plan and determined that none of the elements are likely to have a

significant effect on APS'verall financial condition or well being. In

addition, two of the elements, i.e., those relating to achievement of

commercial operation and the construction cost ceiling, are not likely to be

"triggered" since those goals should be completed before the incentives come

into effect. Also, since the incentives are relatively modest and are all

graduated with no step changes in the amount of incentives involved, the staff

has not found any adverse safety implications.

The APS fuel load bonus plan objective was achieved when the first fuel

element was loaded on January 7, 1985. Bonuses were granted based on that

date and the bonus plan ended before initial criticality and before low power

testing began. To assure that the fuel load bonus plan did not result in

any compromise of plant quality, the staff conducted an enhanced inspection

effort st PVNGS Unit 1 for the period prior to, and including, initial criti-
cality and the low power testing phase.

As a result of the enhanced inspection effort, the staff has found

no negative impact to date from either the APS fuel load bonus plan or the ACC

incentive plan. The staff will continue to monitor the performance of the

plant as part of its normal inspection program.

Therefore, as discussed above, Petitioner's concerns relative to incentive

plans have been reviewed and were satisfactorily resolved prior to issuance

of the full power license for PVNGS Unit l.
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Petitioner's Concern With Re ard to Offsite Emer enc Pre aredness

Petitioner contends that emergency preparedness of State and local agencies

is inadequate since the agencies may be underfunded and that no license should

be issued to PVNGS Unit 1 until this issue is resolved. In support of its

contention, Petitioner provided a report by the Auditor General of the State

of Arizona, dated November 8, 1984.

The staff had considered the above concern prior to issuing a low power

license for PVNGS Unit 1. Because of the following considerations, I did

not believe that the immediate re1ief requested was required. The staff's

review had determined that the status of emergency preparedness for PVNGS

was acceptable for issuance of a low power license. Specifically,
APS'nsite

emergency plan was found adequate and the results of the emergency

- exercise in September 1984 established that the plan was being properly

implemented. The September 1984 exercise also involved a demonstration of

offsite preparedness, and the Federal Emergency management Agency (FERA)

determined that there is reasonable assurance that appropriate protective

measures can 'be implemented by offsite jurisdiction with regard to the

offsite, State and local plans.

Pri'or to issuance of the full power license for PVNGS. Unit 1, the staff

did review the information provided by the Petitioner. During the time

between low power and full power licensing, FERA completed its review of

offsite, State and local plans and found the plans to be adequate.. FEMA also

reviewed the November 8, 1984 report by the Auditor General of the State of

Arizona as discussed in a memorandum from Richard Krimm to Edward L. Jordan,

dated Nay 16, 1985. The gist of the Auditor's finding was that the Arizona

Radiation Regulatory Agency (ARRA), which has certain emergency response and
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environmental surveillance responsibilities for PVNGS, was not adequately

keeping track of its expenses .related to PYNGS and thus, was not asking for

sufficient funds from the Nuclear Emergency Management Fund which is the

legislatively mandated source of payment for these expenses. Instead, ARRA

was using General Funds to pay for many of its PVNGS costs. Thus, the report

was not identifying a concern with the overall level of funding available to

ARRA for its emergency planning responsibilities, but that the funds were not

Serg derived from the appropriate source, i.e., an annual assessment levied

against the owners of PYNGS. FEMA has determined that the funding issues

involving emergency response organizations are not relevant to, and do not

alter, the FEMA finding regarding the adequacy of offsite emergency preparedness.

Petitioner's concerns were reviewed and satisfactorily resolved prior to

issuance of the full power license for PVNGS Unit 1. No further action is

required.

CONCLUSION

As explained above, no adequate basis existed for not issuing a low power

license for PVNGS Unit 1. Accordingly, the Petitioner's request had been denied

for that licensing action. The Petitioner's concerns were reviewed and
1

satisfactorily resolved prior to issuance of the full power license for PVNGS



Unit 1. No further action is required. A copy of this decision will be filed

with the Secretary for the Commission's review in accordance with 10 CFR

2.206(c) of the Commission's regulations.

Dated at Bethesda, Maryland
this 9th day of August, 1985.

a rel . se hu , cting Director
Office of Nuclear Reactor Regulation
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