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Arizona Public Service Company
Attn: Mr. O. M. DeMichele, President

and Chief Executive Officer
Post Office Box 52304
Phoenix, Arizona 85072-2304

Dear Mr. DeMichele:

SUBJECT: DIAGNOSTIC EVALUATION TEAM REPORT FOR PALO VERDE NUCLEAR GENERATINGSTATION

O
This letter forwards the Diagnostic Evt uation Team Report for Palo Verdet

Nuclear Generating Station (Palo Verde). The onsite evaluation was conducted
over the period November 6-17 and December 4-8, 1989, by a team of Nuclear
Regulatory Cosumission (NRC) headquarters and regional evaluators with team
leadership and support provided by the Office for Analysis and Evaluation of
Operational Data. This is an NRC evaluation program that is intended to
provide an independent assessment of licensee safety performance. Following
the conclusion of the onsite evaluation, the preliminary findings were
discussed at an exit meeting on January 24, 1990, with you and other Arizona
Public Service Company (APS) corporate and Palo Verde managers.

The NRC effort involved a broad-based evaluation of overall plant operations.
It addressed the capability of Palo Verde management and programs, and the

i

policies, leadership, and direction provided by APS to support and improve thet '

operating performance at Palo Verde. Particular attention was directed in the*O areas of management and organization, operations, maintenance, surveillance ,

and testing, quality programs, and design and engineering support.

Based upon an extensive evaluation onsite and thorough subsequent analysis, the
team found that Palo Verde had several substantial manailement, organizational
and technical problems that were caused by a number of 'ongstanding deficiencies,

,

'

which over a period of time became more evident. Also, the team observed
several positive attributes and strengths. The team concluded that the rcot
causes for Palo Verde's performance problems were: (1) insufficient technical
and management depth to support startus and operation of a three-unit facility, 7h(2) during startup, management and tecinical resources were focused on the g
next unit to go on line at the expense of the operational units resulting in a V
backlog of technical and programmatic issues, and (3) the 1987 reorganization
compounded management deficiencies rather than contributed towards improvement. \
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Overall the team concluded that APS had a good understancing of the major
performance problems affecting Palo Verde and that the recent management

#

changes combined with the numerous initiatives underway were beginning to show
some progress in resolving known management issues. Many of these initiatives, |
however, had not been in place long enough to achieve the desired results. In '

addition, the rate at which major issues were being resolved was being limited
by a number of factors. These included: (1) insufficient top level improvement
program integration, (2) a lack of systematic / complete programs, plens and
implementing strategies for all issues, (3) insufficient management uversight
of improvement efforts, and (4) organizational instability, uncertainty, and
insecurity. Further, additional management attention is needed to resolve,

i
Engineering and Maintenance progrannatic issues which continue to adversely ;4

! affect adequate root cause analysis and timely corrective actions for problems. |
| In particular, attention is needed for the Palo Verde motor-operated valve
; program and check valve program to ensure long-term reliability of these ,

)j components. Finally, increased attention to the Plant Review Board will be
1 s required to raise the overall effectiveness of this organization,.

j '
i

i
'

The team evaluation results, which include findings and conclusions and rootj .,

cause analysis, are provided in Section 2 of the enclosed report. Section 3' of the report provides the detailed evaluation results. It is important that j
,

i you and Palo Verde management carefully review the enclosed report, with
special emphasis on the areas identified above. As part of your evaluation, I

i believe that it is essential that APS define its own priorities and balance its
1 resources in an integrated manner which will provide the most rapid and
i sustained improvement in Palo Verde's safety performance. It is also requested

that within 60 days of the date of this letter, you provide my office with a,

i sunnary of your integrated action plan, including priorities and projected
schedules, giving due consideration to the results identified in Section 2 of
the report.

!

| In accordance with 10 CFR 2.790(a), a copy of this letter and the enclosure
i O will be placed in the NRC Public Document Room. Should you have any
i b/ questions concerning this evaluation, we would be pleased to discuss them with
| you.
I
j Sincerely,
i
L

_
s

s M. Tay1
~

ecutive Dir ctor for Operations

Enclosure:
Diagnostic Evaluation Team Report

for Palo Verde Nuclete
Generating Station; Units 1, 2 and 3
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cc w/ encl:
William F. Conway, APS-

Jack N. Bailey, APS
,|James M. Levine, APS
!

|
Arthur C. Gehr, Esq,

!
i Snell & Wilmer

}Charles R. Kocher, Esq.,
James A. Boeletto, Esq. , ;

1Southern California Edison Company
Jack R. Newman,

Newman & Holtzinger P.C.
Charles Tedford,

Arizona Radiation Regulatory Agency
Chairman,fiaricopa County Board

of Supervisors
Charles B. Brinkman, Washington NuclearO on ratiaas co 6 it4 a casia r4as. tac-
John B. Martin, NRC/RV

{ Oouglas Coe, NRC/RV
i
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j Oistribution
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i JMTaylor OEDO HThompson, OEDO
j JBlaha, OEDO JRogge, OEDO
! MTaylor, OEDO AE00 R/F (w/o encl)
i ELJordan CJHeltames
1 DOA R/F RLSPessard
| MVirgilio DEIIB R/F
; SDRubin LCrocker ;
i RGibbs, RII KHarris
j GHausman, RIII CHolden, RI

iDHunter, RIV FJones, TTC,

i MJunge JKauffman
: RPerch RLloyd

. "'acKinnon JNiesler, RIII
; lton TSta kerc
; ()..,cransky MRBurns, NRC Consultant
'

DPrevatte, NRC Consultant JWert, NRC Consultant
TEMurley JPartlow

j GHolahan CTrannell
TChan BGrimes4

! JBMartin, RV RZimmerman, RV
1 DCoe, SRI /PVNGS WTRussell, RI
$ SEbneter, RII A8 Davis, RIII
{ RDMartin, RIV JFouchard, PA
i JLieberman, OE DRathbun, CA
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