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Statistical Analysis of Capacity Factor Data Base

Introduction

The Nuclear Powver Plant Capacity Factor Data Sase supplied by

Komanoff Energy Associates consists of 3592 observations on 69 nuclear
power plants. The variables measured for each plant are:

From

PNUMB - Plant Number
MFRNUM - Manufacturer Indicator (Choices: 3Sabcock & Wilcox,
Combustion Engineering, General Electric,
Westinghouse)
MW - Plant Capacity in Megawatt
PROT - Prototype Indicater (This variable eguals one if the
unit is the first of a set of nmultiple unicss and
equals zero otherwise)
DUPE =+« Duplicate Indicator (This variable equals one Lf the
unit is a duplicate of a prototype unit and equals
Zero otherwvise)
AGE -~ Age of Plant in Years
YEAR - Year of QOperation
SALT - Salt Water Cooling Indicator
POSTSG - Indicator for Westinghouse plants that opor.tcd for
a full year with new steam genarators
NEWSG -~ Indicator for Westinghouse plants during a year in
which steam generdtors were being replaced
TWOLOOP -~ Westinghouse plants of approximately SOONMW
TRILOCP -~ Weatinghcuse plants cf approximately SOOMW
FOURLOOP -~ Westinghouse plants approximately 1000MW plus
both Indian Point plants
Indicator for Westinghouse plants for years
shutdowns occured related to checking earthquake
deaign factors
GELARG -~ General Electric plants approximataely 1000MW
GESMAL - General Electric plants approximately 600MW
BFFIRE Indicator for years of Gereral Electric operation
that were disrupted because of the 197%-1976
S8rowns Ferry fire
POSTTNI - Post Three NMil.: Island Indicator
CAPFAC - Capacity Factor for the given plant operation year

WQUAKE

the above v.rtnblo.. the following variables may be forned:

AGE2 - The value of AGE squared
CODA -~ Commercial Opereation Date (YEAR-AGE+Ll, or YZAR when
AGE=1)
BW,CE,CE,WH ~ Reactor Vendor Indicator for the four
Reactor Manufacturers
QVERSOQ -~ Plants ovar 800MW
QLDER12 ~ Plants older than twelve years old
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Vsing the Nuclear Power Plant Capacity Factor Data 32ase, =2we
statistical analyses were performed: a Jescriptive analysis indicating
theé past and present relationships existing be:tween capac:ty facsmor
and the variables MW, MFRNUM, AGE, and CQODA; and an inferent.a.
analysis attempting to mocdel the relationship detween capacity sac:or
and the measured explanatory variables listed above.

2. Descriptive Analysis

Table 1 summarizes various descriptive statistics for the entire
Nuclear Power Plant Capacity Factor Data Base and for selectec 3ubsets
of the data base. Table 2 summar:zes variocus descriptive tatistics
for capacity factors in the data base through 1977 %o indicate chances
that hava occured since the 1979 PPA study.

1. Descriptive Statistics for. Capacity Factor Data

Plant Deacription No. of Obas. Mean Standard Deviaticn

All Plants S92 t8.77 17.62

Plant sizes in Megawatts:

4350-%599 137 69.26 16.40
600~799% 116 $9.78 14.5S
800-999 243 $3.33 . 19.79

1000~ ., 94 96.42 - 17.01
Reactor Manufacturer:

, Sabcock & Wilcox 72 49.27 23.42
Coabuation Eng. 54 61.93 18.%6
General Electiric 213 S8.18 16.10
Westinghouse 244 61.24 18.49

2. Descriptive Statistics for Capacity Factor Data through 1977

Plant Description No. of QObs. Mean Standard Deviation

All Plants 210 $9.84 13.99
Plant Sizes in Megawatts:

430-%99 63 68.89 13.03
600-799 S2 60.60 11.84
800-999 71 %4.90 15.3%
1000~ 22 48.%0 17.46
Reactor Manufacturer: .
Babcock & Wilcox 18 60.17 12.14
Combustion Eng. 19 $S.9%8 33.77
General Electric 83 Ss.82 14,72
Westinghouse 90 64.38 14.951

A descriptive analysis was also carried out =o help determine
typical peak performance years for existing nuclear power plants,
Table



Power Plant Analysts Capacity Factors Analysis

3 contains summary statistics from this analysis.

3. Descriptive Statistics Related to Peak Plant Performance

Statistics for Age of Peak Parformance

Reactor Manufacturer No. of Obas. Median Mean St. Dev.
All Planta : 69 S $.38 3.20
Babcock & Wilcox k] S 9.32 2.93
Combustion Eng. 8 4.9 4.29 1.83
General Electric 22 7 6.495 3.386
Westinghouse 30 4.3 %.97 3.38
Plants >7 years old:

All Plants 48 ) 6.46 3.07
Babcock & Wilcox ) 4.9 S.87 3.14¢
Combustion Eng. S S 4.4 2.07
General Electric 19 -) 7.16 3.04
Westinghouse 18 ) 6.356 3.20

Plants >7 years old
Peaks in last year deleted:

All Plantas 43 3 ) 2.89
Babcock & Wilcox 4 4 3.73 1.26
Combustion Eng. S S 4.4 2.07
* General Electric > 17 7 6.63 c 2.78
Waestinghouse ’ 17 ) 6.33 3.18

We have also included some graphical displays of the data in the
appendix. The inferences cbtained in the next section do not appear
to contradict the cbservations made above related to the statistics
obtained.

3. Inferential Analysis

Ve performed a comprehensive multiple regression analysis on the
Nuclear Power Plant Capacity Factor Data Base. We began by using a
stapwise regression algorithm on the Statistical Analysis System (SAS)
based upon the MAXR procedure. This analysis allowed us to narrow the
field of potential statistical models to be considered for predicting
capacity factors for nuclear power plantas. Table 4 below summarizes
two of the bettar models found.
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3. Regression Models for Capacity Factor

13 Variable Moccel

1S Variable Mcdel

Reg Reg

Variable Coef p-value Tol Coef p~value Tol
Intercept 40.743 0.0001 . 48.761 0.0001 .
AGE 3.938 0.0001 0.074 2.429 0.0047 0.034
AGE2 -0.2%8 0.0001 0.080 -0.119 0.0843 0.047
CE 14.908 Q.0001 0.684 13.137 0.0001 0.670
WH $.606 0.0031 0.508 4.326 0.0168 0.4%96
PROT 6.991 0.0001 0.693 7.314 0.00G1 0.684
DUPE 11.312 Q.0001 0.689 $1.932 0.0001 0.680
POSTTNE -6.312 0.0003 0.579 -3.646 0.0012 0.569
SALT -4.021 0.0124 Q.809% -3.912 0.0137 0.803
NEWSG -29.219 0.0001 0.937 -28.%94 0.0001 0.932
TWOLOOP 12.8%6 0.0001 0.9539 2.050 0.0013 0.39%98
BFFIRE «39.32% 0.0001 Q.970 -39.719 0.0001 0.969
WQUAKE -30.098 0.0001 0.961 -28.369 0.0001 0.957
GESMAL 13.864 C.0001 0.58% 8.567 0.0042 0.401
OLDER12 -18.3357 0.0027 0.463
QVERS0O -6.178 0.0039 0.383

Summary 13 Variable Model 1S Variable Model

F Value 16.827 " 36.323

p-value 0.0001 0.0001

R-square 0.2746 0.2969

Adjusted R-square 0.23582 0.278S

Using the thirteen variable model, we obtain a prediction

equation for Palc Verdae as

CAPFAC = 58.784 + 3.938(AGE) - 0.2%8(AGE2),

and using the fifteen variable model, we cbtain

CAPFAC = 61.6063 + 2.429(AGE) =~ 0.119(AGE2) - 18.357(0OLDER12).

These models are forned by applying the appropriate values for the
three Palo Verde units and averaging over the three egquations
produced. Because of the rather drastic drop after age twelve for the
sccond model, we use the first model in our capacity factor

prcjections for Palo Verde for the anticipeted 28 years of plant life.

Using available knowledge in the area, we project a linear decline
after year 16. Uafortunately, there are not enocugh observations 4in
the data base to substantiate this theory. Table S provides the

estimatas for Palo Verde.
figure in the appendix.

These estimates are also illustrated in a
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S. Capacity Factor Projections for Palo Verde

Age Quadratic Model Quadratic Model with Linear Decline

1 62.46 62.46
2 65.63 65.63
3 68.28 68.28
N 70.41 70.41
s 72.03 72.03
= 73.13 73.13
7 73.72 73.72
E 73.79 73.79
E 73.3% 73.3%

10 72.39 72.39

-2 70.91 70.91

12 68.93 68.93

1 66.42 66.42

14 63.40 63.40

13 $9.86 59.86

16 ss.81 ss.81

17 81.23 83.29%

18 46.16 s0.68

2 40.57 48.11

20 34.43 43.54

21 27.83 42.97.

22 20.68 _ 40.41

23 13.02 37.84

e 4.89 3s.27

23 0.00 32.70

26 0.00 30.14

27 0.00 27.%7

28 9.00 23.00

4. Conclusion

While capacity factors have improved somewhat for larger reactors
in the last five years, there is still strong empirical evidence that
large reactors cannot maintain the high capacity factors obtained by
some smaller reactors. Furthermcre, mean capacity factors in She 70’s
pProjectad by some utility companies have yet to materialize.

The eatimates by the NRC and others that plants will have years
of peak performance around year fifteen of commercial operation have
also not been substantiated by empirical evidence. On the contrary,
available data indicates that peak plant performance will occur on the
average between years six and eight of commercial operation. Wa
should note in the exploratory phase of our study, over fifty
regression models were fit to the data in an attempt =0 detect (1)
iinear growth or decline patterns, (2) quadratic growth or decline
Patterns, (3) logarithmic or exponential growth or decline patterns,
and (4) combinations of the firat three patterns with respect to
increasiang
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Plant age. As we indicated, & Qquadratic mocdel provided the only
successful fit, however the tencency was for models forecasting a peak
to forecast the peax perfornance age in the vicinity of year seven.
Hence, there .3 a subatantial arount of statistical evidence %o auppret
the hypothesis of peak plant performance averaging about age seven.

Using the data base to help make projection about the Palo Verde
Nuclear Project Deing funded in part by Arizona Public Service, we
have provided a reaacnable set of forecastas for the first sixteen
years of operation of Unita 1-3 and have peraitted two competing sets
of forecasts for the remaining expected years of operation.

The purpcocse of this study has been to provide a realistic picture
of nuclear power plant performance using available data through 1983.
The authors are indebted to Charles Komanoff and John Plunkett of
Xomanoff Energy Asscciates for providing the data and for making
useful suggesticns pertaining to the statistical analys.is of the data.
However, any mistakes that may have been nede in tiiis study are solely
the responsaibility of Power Plant Analysts.
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EXHIBIT M

The Phoenix Gazette OO Fri., Oct. 3, 1980 D-5

Palo Verde Safe
It ARS Pledges

Kept, Report Says

“The Palo Verde Nuclear Genersting Station
can be cperated safely and reliably if the project is
completed as planned and commitments made by
APS are fulfilled.”

This is the main conclusion contained in the
final report of a 14-member task force formed by
Keith L. Turley, president and chief executive of
Arizona Public Service Co.

The utility is project manager for the three-unit

wer plant under construction 50 miles west of

hoenix.

Highlights of the task force's findings include:

MANAGEMENT — APS and the other
project participants have ar effective organiza-
tional structure for the management of design,
engineering, construction, quality assurance and
operation of Palo Verde.

DESIGN — Review of plant design reveals no

~major deficiencies. While some modifications of

the Palo Verde ign were recommended as a
result of the Three Mile Island investi ation, it
was concluded Palo Verde is less l\ﬂ:::ti le to the

events that initiated and escala the TMI
accident. s

OPERATIONS — No significant changes are
required in APS staffing policies.

The task force recommended, among other
things, that top APS management prepare a
com%rehemive tgolicy statement on the safety and
reliability of the Palo Verde plant for further
dissemination. s

Turley said, “we intend to follow up on the task
force’s recommendations for actions to be taken
and further investigations to be made. I am sure
that the result of (its) efforts will be an even safer
power piant when the first Palo Verde unit goes
into operation in 1983.” i
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APS NUCLEAR VS APS CORPORATE
Policies and Procedures

History of Nuclear Procedure Development and Use

APS Corporate Policies and Procedures have been developing for a good
number of years and dealt with subjects generally of broad company
concern on an as needed basis., As activities became a problem of
general concern they were written up in Policies and Procedures and
distributed throughout the company to be used by those who felt 1t
covered their needs. As time has passed the number of procedures has
grown. These early policies and procedures dealt with aciivities such
as accounting procedures, customer billing and information, stockholder
records, transmission and dietribution activities that were the bulk of
APS business activity in earlier years.

—

“As power plant construction, operation and maintenance became more
significant, a need to cover those activities developed. The advent of
participation projects lead to Engineering and Operating Committees.
Practices and procedures were developed within those committees. E&O
Committee Practices and Procedures were again developed to deal with
problems as they arose, on an as needed basis. These E&0 Committee
Practices and Procedures did not attempt to pre-plan and doéument all
manner of possible activities that might arise from plant operation.
Power plant related policies and procedures dealing with administrative 3
control of many activities including interfaces on technical activities
were never heavily incorporated into the APS Corporate Policies and
Procedures. '

In 1972, APS began to develop the Palo Verde Project under one
organizational unit called Nuclear Services. In 1973, Bechtel was hired
to do most of the detailed nuclear project work under the directifon of
Ed Van Brunt and the Nuclear Services Organization. Bechtel had their
policies and procedures and the Nuclear Services Department began
developing their procedures for overseeing the Bechtel work. Little
additional procedure development was necessary for the APS Corporate
Policies and Procedures Manual except for a few related primarily to
handling and accounting for money.

As the nuclear project developed further toward the start of
construction phase activities, the APS nuclear related organization
grew, Nuclear Construction Department and Quality Assurance (Qa)
Department came into existence. Nuclear Services became Construction
Projects and then Nuclear Projects Management covering engineering,
construction, QA, and eventually Records Management Departments. Each
of these departments begau to develop their own set of department
procedures which were never reflected or fully recognized in the APS
Corporate Policies and Procedures Manual.
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APS NUCLEAR VS APS CORPORATE
Policies and Procedures

) g History of Nuclear Procedure Development and Use (cont'd)

As the Nuclear Project went further toward completion of constructiou,
the APS Nuclear Operations orgenization began to staff and develop with
several internal departments within the Operations Group. Ac this new
Operations Organization began to develop, almost independently of the
existing Nuclear Projects Group, they began to see the need for a set of
policies and procedures to document how the operation of the nuclear
plant (now known as the Palo Verde Nuclear Generating Station) would be
accomplished in compliance with NRC Regulations governing operating
plants. This sort of documentation is required by federal regulation
for nuclear plants in order to obtain an NRC Operating License(s) for
the station.

Briefly the-APS Operational Procedure development—history—proceeded—us—
follows:

A. Little understanding was initially available at the corporate office
of Administrative Controls, necessary to operate a nuclear station.
b .
B. “Decision” was made on perception allowed to exist that the station
would have all needed support on site (including amplifying
administrative controls).

C. Palo Verde operating management developed controls and management
philosophy over several years, that were to develop the ability to
operate without support from the rest of Arizonma Public Service.

D. Operating organizations were developed and staffed with the
“understanding™ that they should be able to fulfill all the
necessary actions to achieve their organizational function
independent of other APS organizations.

E. Administrative controls were developed (Station Manual) that
communicated in an offical manner that Palo Verde would be operated
independent of other APS organizaitons.

F. Concurrent with D. and E. the project organization grew and
developed organization and "Administrative Controls” which supported
project activities. Many of these project activities had a similiar .
activity which will be needed during the operational phase.

G. Organi.ational awareness and sense of urgency grew with regard to
the fact that operations was making long term plans to take over
control of functions which had be n historically controlled by
management within the project team.
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I.

J.

K.

APS NUCLEAR VS APS CORPORATE
Policies and Procedures

Corporate Nuclear operations "philosophy” changed with the hiring of
G.C. Andognini. Basically, before the site people had felt they
would be independent of offsite interfaces and after, they felt
their role would require more accountability to offsite management.

Offsite nuclear operations management did not feel it could control
activities and administrative controls outside of nuclear
operations. Administrative controls continued to be developed which
were redundant to controls in the projects areas. Nuclear
Operations Management developed controls which amplified APS
Policies and Procedures and defined the mechanism for satisfying the
needs to have accountable methods to meet Regulatory Requirements.

Because of growing awareness Jf cost, political and regulatory
climate, APS management began to more closely scrutinize the
administrative and organizational redundancies and inefficiencies.

To this point, individual third level division heads (Department
Managers) have continued to develop and implement “Administrative
Controls™ which employees perceive as APS direction on how they
should do their job. Since no guidance was 1issued clarifying
organizational relationships between the third level division head
level departments and the Corporace Policy and Procedure level the
volume of guidance issued now would indicate to the employee that
most guidance (with the exception of the Station Manual) is 1issued
from the management level, two or three levels below the Executive
Vice President, (that is at the Department Manager level).

!xi.tigg Manuals Related to APS Nuclear Activities

As the situation now exists on the nuclear side of APS, numerous Policy
and Procedure Manuals of various types exist. Currently identified
examples are (this list is not all inclusive):

1.
2'
3.
‘.

5.
6.
7.
8.
9.

Nuclear Projects Project Procedures Manual (Engineering).

Nuclear Comstruction Procedu.es Manual.

Records Management Procedures Manual.

APS Quality Assurance Manual for the Design, Procurement and
Construction of the PVNGS.

Corporate QA Department Procedures Manual.

Construction QC/QA Department Procedures Manual.

Startup QC/QA Department Procedures Manual.

Quality Systems and Programs Department Procedures Manual.

Operations Quality Assurance Criteria Manual.
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II. Existing Manuals Related to APS Nuclear Activities (cont'd)

III.

10.
11.
12.
13,
14,
15.
16.
17.
18.

PVNGS Station Manual.

PVNGS Plant Policies and Plant Rules Manual.

Nuclear Operations Support Department Procedures Manual.

Nuclear Operations Licensing Department Proccedures Manual.

PVNGS Emergency Plan and Implementing Procedures.

APS Security Plan - PVNGS.

APS Corporate Policies and Procedures Manual.

A list of some 14 manuals maintained with APS Accounting Department.
A set of procedures is in development for the Administrative and
Technical Services (A&TS) departments.

This list could go on further.

Concerns that Now Exist Regntdlg; Policies and Procedures

A.

E.

Since there is nc guidance (other than verbal) given regarding the
relationships between administrstive controls within the Station
Manual and outside the Station Manual, room for error or controversy
exists regarding what guidance takes precedence or represents APS
Policy. Where the guidance 1s issued from two different groups
outside the staion ¢his room for error is even greater. Error in
consistency’of execution in these administrative areas would result
in fines or delays in receiving the operating licenses.

Redundancy in administrative controls is indicative of the lack of
management understanding of who has lead responsibility for
activities. This lack of understanding has led to redundant
staffing and unnecessarily exaggerated operating budget projections.

As APS Corporate Personnel have gained understanding of the scope of
the activities needed to support Palo Verde, there 1is less
organizational willingness to decentralize these activities and
therefore erode the existing relationships with regard to
organizational responsibility.

The Nuclear Operations organization does not have confidence that
existing APS management systems outside the Station Manual will
support the activities necessary to operate PVNGS.

American National Standards Institute (ANSI) Standard N18.7-Revision
of 1976, titled "Administrative Controls and Quality Assurance for
the Operational Phase of Nuclear Power Plants”, paragraph 2.2
Glossary of Terms defines:
Administrative Controls - Rules, orders, instructions,
procedures, policies, practices and designations of authority
and respcnsibility.
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III. Concerns that Now Exist Rq;rdin;g?olicleo and Procedures (cont'd)

Iv.

E. (cont'd)

That Standard in paragraph 3.2 states in part:

“"Lines of authority, responsibility and communication shall be
established from the highest management level through
intermediate levels to and including the onsite cperating
organization (including those " offsite organizational units
assigned responsibilicy for procurement, design and
construciton, quality assurance, and technical support
activities). These reletionships shall be documented and
updated as appropriate,...”

This paragraph further states:
“"In structuring the organization and auigning responsibility,
quality assurance should be recognized as an interdisciplinary
functicn involving many organizational components and,
therefore, should not be regarded as the sole domain of a single
quality assurance group.”

There is concern that APS documented Policies and Procedures do not
separately or collectively meet ~he 1intended requirements of
ANSI-N18,7. This relates further to other regulatory guidance and
technical specifications.

The NRC, Inspection and Enforcement Division has its own set of
Procedures (called Inspection Modules) that identify concerns that
their personnel should explore during their review for preparedness
(offsite) for Operations. These identify a concern for clear cut
definition of authority and responsibilities between support
functions (departments). This includes reference to ANSI-N18.7 and
other Standards and Regulations. There is concern about whether APS
is ready to sucessfully pass such an inspection.

Various issues have been identified concerning personnel policies
and cost reporting policies at PVNGS that are not consistent wi:h
APS Corporatc Policies. This 1is of great concern to other Palo
Verde participants thru the Audit Committee.

Benefits/Risks of a Segarate APS Nuclear Policies and Procedures Manual

vs APS Corporate Policies and Procedures Manual,

There would appear to be several options available to APS regarding
Policies and Procedures (P&P) Manuals:

1.

Continue as we are now with an APS Corporate P&P Manual and a
collection of various other Department Manuals,

-5=
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Benefits/Risks of a Separate APS Nuclear Policies and Procedures Manual
vs APS Corporate Policies and Procedures Manual. (cont'd)

APS NUCLEAR VS APS CORPORATE
Policies and Procedures

2.

3.

4.

Upgrade the existing APS Corporate P&P Manual to cover all thats
needed for APS Nuclear.

Develop a separate APS Nuclear P&P Manual that {incorporates
applicable APS Corporate P&P (project currently in early stages
under the guidance of the A & TS Department).

Develop APS Nuclear Administrative Controls manual that 1s in
addition to the APS Corporate P&P Manual,

After considering options 3 and 4, for a while it is concluded that
within a moderate span of time and effort these two would become 1in
effect, the same end result,

Con=‘dering the three options remaining:

1.

Continue as we are now: i .
Benefits:

a. Allows maximum organizational and functional flexibility for
future growth since many 1issues and assigned roles are not
defined.

b. Probably promotes a perception of greatest possible future
upward mobility and thus promotes a more subtle work force (less
turnover).

Risks:

a. Lack of overall comtrol may cause inability to license PVNGS for
operation or possibility of regulatory fines subsequent to
licensing for 1inadvertent failure to aeet specific detailed
requirements. £

b. Redundant controls could result 1in higher operating costs,
organizational inefficiency and possible fines and perhaps even
shutdown of plant operations due to 1inconsistent management
control.

c. NRC might force APS in some dramatic way to change {its
administrative controls and thus APS would lose control of {its
own management process, (Recent regulatory acttons are an
example-such as Commonwealth Edison at its Byron Stations.)



IV,

APS NUCLEAR VS APS CORPORATE
Policies and Procedures

Benefits/Risks of a Separate APS Nuclear Policies and Procedures Manual

v8 APS Corporate Policies and Procedures Hanua{; (cont'd)

Considering the three nptions remaining: (cont'd)

Comment :

There i{s no black and white definition of what precisely is needed
to satisfy NRC Regulations and current concerns. They will not give

a utility directions of how to do something but 1f they
dissatisfied they wiil Just wait to react to problems as

occur. The past TMI concept appears to be that utility management
must realize that operating a nuclear plant is not just business as

usual (as it used to be in fossil),
Upgrade existing APS PSP Manual to cover all nuclear needs:
Benefits:

a. The existing manual status 1s established and rather
Accepted.

b. The requirements establighed would be uniform for all
including nuclear.

Risgks:

a. To revise existing P&P at a rate necessary to support PVNGS
Operation could force dramatic upheaval 1in APS non-nuclear
organization by forcing nuclear related changes across the board,

3. Develop separate APS Nuclear P&P incorporating Corporate APS P&P as

applicable:

Benefits:

a. We can proceed with a P&P Manual project that has a fairly
definable scope and develop a clear, concise optimized product
for APS Nuclear. This would appeal to nuclear regulators and
probably present a better organized business image to Arizona's

Corporation Commission.

b. Changes to the APS Corporate P&P Manual are not needed
immediately and could be done in an optimized and more logical
and less dissruptive manner.

Y-

T
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Benefits/Risks of a Separate APS Nuclear Policies and Procedures Manual
ves APS Corporate Policies and Procedures Manusl.

3. Develop separate APS Nuclear P&P incorporating Corporate APS P&P as
applicable: (cont'd)

¢. Unnecessary details regarding the controls that are needed to
embrace the Nuclear Operation supportirg activities are not
communicated to non-nuclear APS organizational units and so will
cause less disruption of normal existing activities.

d. Having all of the APS Nuclear Departments closely invelved with
the creation of the new APS Nuclear P&P Manual will make them

\ more familiar with its content and intent, resulting pride of
authorship will help them relate to ‘and identify with its
concepts better and thus adherence to the new manual Policies
and Procedures should be better than past performance.

The existing APS Corporate P&P has suffered from the reverse of
the above because it 1is poorly controlled, poorly distributed
and somewhat perceived as non-applicable trivia that someone 1is
trying to shove down the Nuclear Organization's throat.

e. A complete concise business and regulatory position for nuclear
activities is developed.

Risks:

a. Corporate APS (non-nuclear APS) people perceive that the nuclear
organization and nuclear personnel are receiving special
(better) treatment,

b. It will take longer for Corporate (non-nuclear) APS to get any
beneficial feedback from nuclear activities (up to seven years
longer) because these groups will feel nuclear P&P are too
complicated and they will not wish to identify with or learn the
details of nuclear activities.

Conclusion

Due to legalistic regulatory laws, requirement and guidelines as well as
regulatory agency undocumented concerns of an administrative, technical
and even political nature; much more of a utilities nuclear activities
must be controlled in a formal and documented fashion than has ever been
the case for transmission, distribution or even fossil generation related
activities,

- ———— . ——— — ——



APS NUCLEAR VS APS CORPORATE
Policies and Procedures

Conclusion (cont'd)

Most of APS Nuclears staff's previous experience base is of a "pre~TMI
mind set” orientation and perhaps does not readily identify with the
degree of “Upper Management involvement in. detailed decision process”
concepts that have resulted from the Kemeny Commission and the “"lessons
learned™ attitude that resulted from that accident. Beacuse of these
factors as well as the need to fully and clearly comply with the letter
and intent of regulatory requirements and because Palo Verde will be
under much closer review form a proper business practice and cost
effective management point of view by the Arizona Corporation Commission
as it approaches operation, we recommend that APS develop a separate APS
Nuclear Administrative Policies and Procedures Manual to function in
harmony with the PVNGS Station Manual

If we attempted to stay as we are with APS Corporate Policies and
Procedures plus the Station Manual and a large array of separate
Department Procedures Manuals representing collectively the APS Policies
and Procedures for Palo Verde it is doubtful we can get an operating
license or avoid with reasonable probability future regulatory fines.

— ———— g — . ~——————————
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Babbitt testifies on nuclear-plant licensing

Careless reactor management,
not design, ‘chief source of risk’
By Anne Q. Hoy

Republic Washington Bureau

WASHINGTON — The federal government
should verify that management of proposed nuclear-
power plants and the teams chosen to operate them
are competent before permitting the plants to
operate, Arizona Gov. Bruce Babbitt toid a Senate
panel Thursday.

His testimony came before a subcommittee of the
Environment and Public Works Committee, which
is considering legislation that weuld authorize one-
step licensing of nuclear-power plants.

Babbitt said legislation pending before the panel
fails to distinguish the major differences between
licensing the reactor and licensing the utility that
will operate the reactor.

“The plain fact is that nuclear utilities have not

achieved a culture of technical excellence,” he said.
“Too many nuclear utilities still operate in an
environment of technical indifference and careless
management. It is the careless management, not
reactor design, that is the chief source of risk in the
nuclear industry.”

The governor said one-step licensing would be
reasonable for the design phase of a nuclear reactor.
But, he added, the failure of the bill to address the
level of management competence and the expertise
of the personnel who run the reactor makes the
legislation unacceptable.

Babbitt proposed that the legislation be altered
to require the Nuclear Regulatory Commission at
the beginning of the licensing process to determine
whether the utility “has the management strength
and technical competence to even enter into the
nuclear-licensing arena.”

In addition, Babbitt said, before the plant is
allowed to operate, regulators should be certain that

the personnel operating the reactor know what they
are doing.

Babbitt was called hefore the nuclear-regulation
subcommittee because of his experience with a
commission that examined the nuclear accident
incident at Three Mile Island, near Harrisburg, Pa.,
and hecause he served as the former chairman of the
Nuclear Safety Oversight Committee, a presiden-
tially appointed panel.

Sen. Alan Simpson, R-Wye., subcommittee
chairman, told Babbitt that he would consider his
recommendations when the panel reworked the
:iegislation to reform the nuclear-licensing proce-

ure.

After the hearing, Babbitt said the Palo Verde
Nuclear Generating Station, which is under con-
struction 50 miles west of downtown Phoenix, has
received the “highest marks” from the Nuclear
Regulatory Commission for the way it is being built
and managed.
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Mr. John B. Martin, Regional Administrator ANPP'33272EE§;§4{95

Office of Inspection & Enforcement
U. S. Nuclear Regulatory Commission, Region V

1450 Maria Lane, Suite 210 i "\Q
Walnut Creek, CA 94596-5368 N C7 o —~

Attn: Mr. Dennis Kirsch

Subject: Improvement cf Palo Verde Unit 1 Operations
File: 85-008-419

Mr. Kirsch's letter to me dated August 14, 1985 identified the need to carefully
review the results of the operational readiness review conducted between May

25 and June 5. Mr. Kirsch's letter also identified the need to devote greater
attention and, if necessary, greater resources to improve the Technical Specifi-
cation compliance reccrd. The purpose of this letter is to describe to you
action taken since the August 8 Enforcement Conference to improve Palo Verde
Unit 1 operations, including the areas mentioned above.

Immediately following the Enforcement Conference, Mr. Haynes and I met with

the ANPP managers to discuss in some detail the reason for the Enforcement Con-
« ference and the lessons learned and the need to improve the Technical Specifi-

cation compliance record.

’
In addition, action plans addressing, but not limited to, items discussed in
the Enforcement Conference were prepared and included assignment of responsi-
bility and schedules for completion of each item. This includes action plans
developed within the Quality Assurance organization to improve their involvement
in verifying the accuracy of NRC submittals.

As to the need to devote greater attention and, if necessary, greater resources
to improvement of compliance, we have temporarily assigned Mr. Karner, Assistant
Vice President, to the site with his only responsibility being improvement of
compliance with NRC requirements. The objective is to implement these improve-
ments through both programatic changes and managing resolution of specific
issues. In this capacity Mr. Karner will continue to report to and receive
direction from Mr. Haynes.

In summary, we have taken aggressive action to improve Palo Verde Unit 1 com-
pliance and are committed to éontinuing improvement. We are confident you will
see the results of our actions,

PDR E. E. Van Brunt, Jr.
Executive Vice President

Project Director
kld |

i \
«v* R. P. Zimmerman ,Ll?_,_o‘

Sincerely,
mgseagg;‘ ?.%.\/cu.gi;nu(
P

v
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COALITION FOR RESPONSIBLE ENERGY
EDUCATION
315 West Riviera Drive
Tempe, AZ 85282
January 20, 1986
Mr. Harold R. Denton,
Director
Office of Nuclear Reactor Regulation
U.S. Nuclear Regulatory Commission
Washington, D.C. 20555

RE: ADDENDUM TO Show Cause Petition (January 17, 1986) Pursuant to
10 CFR 2.206(a) In the Matter of Arizona Public Service, et al.

(Arizona Nuclear Power Project - Palo Verde Nuclear Generating
Station, Unit Nos. 1 and 2;, Requesting Suspension of PVNGS No. 2
Cperating License Pending Completion of Specified Regulatory and
Corrective Actions; Institution of Proceeding on Management
Competence and Financial Qualification of ANPP; and Institution of
Special Regulatory Actions Re: PVNGS Nos. 1 and 2. Docket Nos.
50-528, 50-529 (License No. NPF-34 and NPF-41)

) This Addendum updates certain issues addressed in previously
filed Show Cause Petition by CREE, dated January 17, 1986, based
on material coming to the petitioner's attention after or coinci-

dent with the filing of said original Petition.
2. Said Petition addresses possible evidence of schedule

pressure affecting quality and management performance at Palo
Verde Nuclear Generating Station (PVNGS)(pp. 30; 47-52).
Additional evidence of schedule pressure and financial pressures
on Arizona Public Service Company (APS)/Arizona Nuclear Power
Project (ANPP) has come to light since filing.

3o On January 15, ANPP announced an estimated three-month
scheduie delay in the projected commercial operation dates for
PVNGS-2 and -3. The estimated cost (primarily due to financiug
costs) added to the project was put at $60 miitlion. ANPP
attributed the delays to failure to complete power ascension
testing of Unit 1 and receive the Unit 2 license. ANPP missed two
self-inposed target dates of November 1 and December 31 for

completion of Unit 1 power ascension and 100% power testing.

L0121 200
PDR .%éiu 05000 S’J\v
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(Exhibit A.)

4. Immediately following the announced schedule revisions, the
state Residential Utility Consumer Office (RUCO) filed a Motion
with the Arizona Corporation Commission (ACC) to dismiss '"Phase
3" of a pending three-phase rate increase hearing for APS. The
third phase of the hearings is to address initial accounting
treatment and planned phase-in of rate increases necessary to
allow APS recovery of PVNGS-2 and -3 construction and financing
costs. RUCO's Motion was explicitly tied to the announced delay
ir commercial operation of PVNGS-2 and -3, which in turn was
caused by ANPP's difficulty in meeting its established target
dates for Unit 1 testing and Unit 2 licensing. (Exhibit B)

- I8 RUCO's Motion follows closely upon its successful opposition
to an APS Motion to expedite the rate case hearing schedule
(Exhibit C.), and its also successful Motion to require
additional filings of the utility prior to establishment of a
hearings schedule for a new rate increase request to begin
recovery of Unit 2 costs (Exhibit D).

6. CREE contends that the net effect of these ACC decisions and
RUCO motions is to undercut any assumption that the utility and
Palo Verde plant manager, APS, is "guaranteed" recovery - either
timely or complete - of a substantial portion of its sunk costs.
7. Other factors can also be cited. RUCO, CREE and other rate
case intervenors have urged the ACC to subject PVNGS costs to
intensive prudency reviews before additional recovery is

authorized. Of course, such reviews have resulted in substantial
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disallowances involving other plants, such as Wolf Creek, Shorehan
and Callaway. The utility regulatory commissions of Arizona, New
Mexico, Texas and California have initiated an extensive audit of
construction costs for PVNGS/ANPP, aimed, similarly, at identify-

ing potential areas for disallowance of construction cost recovery

'Estimates have indicated that the resulting disallowance may

exceed 10% of the entire plant cost. ("Investment prudency,"
"excess capacity" and other reviews requested by intervenors in
the current APS rate case could result in additional and still
larger disallowances.) (Exhibit E.) Other forms of economic
pressure currently being brought to bear upon APS include munici-
pal condemnation proceedings and one inter-utility law suit,
(Exhibit F) as well as outstanding legal actions involving the
supply of effluent used at PVNGS for auxiliary cooling purposes.
Indeed, late last year, RUCO went so far as to urge the ACC to
consider, in the pending APS rate case, ‘the economic feasibility
of Unit 3 abandonment (ExhibitE-2). Clearly, the customary
"assurances" of financial stability are lacking for APS/ANPP.

8. The seriousness of APS' situation is attested to by the
recent announcement by the utility that the utility may seek
interim rate relief related to PVNGS-1 costs, absent which it
may face a lowering of its bond ratings. (Exhibit G.) Despite
recent rate increases, due to as yet unrecovered Palo Verde
investment costs, 67% of APS net earnings (for the 12 months
ending September, 1985) remain tied up in Allowance for Funds

Used During Construction, earning the utility no return. (Exhibit
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Fllegations from the same source. NRC Inspection Report No. 50-528

H; source: AZP Shareholders Association.) Other financial indica-
tors demonstrate similar Palo Verde cost strains. The utility
needs substantial and early cost recovery, or its financial
situation will deteriorate significantly. In fact, were no
additional permanent recovery of Palo Verde costs allowed, the
utility, on these figures, would be faced with insolvency. More=-
ver, as the on-going construction cost audit suggests, temporary
ecovery may not prove permanent. Therefore, the future financial
tability of APS (and hence ANPP) is by no means assured. Moreover
s the foregoing discussion of RUCO's recent response to new PVNGS
hedule delays demonstrates, the ability of APS/ANPP to meet its
alo Verde timelines is a serious factor in the utility's future
inancial outlook. Clearly, the stage is set for considerable
ressure to speed-up schedule performance.

- As noted in CREE's original Petition (see above), some
uggestions of possible schedule pressure affecting ANPP performang
ave arisen. In addition, the NRC has recently investigated an
llegation of schedule pressure in the HVAC subcontractor's

Waldinger Corporation) Quality Assurance program, along with othed

anuary 7, 1986, pp. 14-17 (Allegation No. RV-85-A-034). The NRC

eport states, in part:

AlleEation: Welders do not return unused weld rod at the e;d

of their shift, as required.... The reason the weld rod i
not being returned is because engineering is pressuring
craft to meet schedule.

* % *

«++[T]he concern that welders were not returning their weld|

rod because of schedular pressure does not appear to be
valid based on the Quality Control Inspector's aforemen-

.




rod.

tioned statements that welders were returning their weld
owever, it should be noted that a related item within the same

llegation - that Waldinger had not adequately limited the number
f people authorized to issue weld rod - was substantiated. There-
ore, it appears questionable that NRC was prudent to limit its investiga T
of the general allegation of schedule pressure being brought to
Fear on craft to a broad statement by Waldinger Q.C. that one

pecific incident of such pressure was not known to have occurred

W I B8 W5 99 0.

r was not pervasive. In light of the other suggestions of

10 jlschedule pressure affecting ANPP as general Project Manager, as well

11 fas Waldinger's prior history of unrelated problems, this item of

12 llthe allegation merited considerably more intensive investigaticn.

13 lho. The thrust of CREE's original Petition was to set out the

14 rima facie case for questions regarding APS/ANPP's management

15 ompetence and character sufficient to justify the relief requested.
16 The issue of financial pressure is raised as one factor which may

17 e acting to undermine ANPP performance. Other recent incidents

i ave come to light which raise direct questions about ANPP manage-
19 ent competence and character.

» On January 10, 1986, in what appears to be the first radiatién
a accident at PVNGS, two workers received doses as high as 50 milli-
= rems while opening a pressurizer-isolation valve. (Exhibit I.)

- On January 7, 1986, ANPP discovered evidence of possible

24

tampering with PVNGS-3 wiring. The incident was reported to NRC o#

a anuary 9. (Exhbit J.)

26
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1 |13. In both instances, information on the occurrences was with-

2 lheld from the media in excess of four days. In the case of the

3 |worker contamination incident, the media first learned of the

4 [occurrence through the NRC. In fact, ANPP spokesman Dan Canady

5 lindicated on January 13, when the story was made public by the

6 Phoenix Gazetta: "This is the first I've heard about it." (Exhibi{
7 'I-l.) Subsequently, Canady justified the failure to inform the

8 lmedia as follows: "It just wasn't a big thing to them [ANNP site

% Imanagement]." (Exhibit I-2.) (However, such incidents are

10 eportable Event;.) In a particularly memorable quote, Canady went
11 fon to state: "We consider it a very minor contamiration. If you

12 re working in an auto repair gaggggAxgu're going to get greasy

13 lfrom time to time." (Exhibit I-3. Emphasis added.)

14 tha, As discussed in CREE's original Petition, the petitioner

135 egards such incidents of failure to inform the media and public

16 fof negative news (whether or not required to do so by NRC regula-
17 tions) as evidence of lack of management integrity indicative of

18 oor management character. (CREE Petition pp. 36-40 for prior

19 instances and discussion.) In addition, the attitude toward worker
» ontamination evinced by Canady's statements (above), and attributed
3 y Canady to ANPP upper echelon management, reflects upon managemeIt
3 haracter - and, arguably, competence - negatively.

= 14. In the case of the most recent incident of possible tamperinﬁ
4 at PUNGS, ANPP waited over a week to inform the media. In light
* of considerable media attention accorded other possible tampering
26 incidents at PVNGS during 1985 and 1984, ANPP cannot plausibly
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claim that media interest was not anticipated. Common sense

wn

uggest

U

that quite the opposite was, in fact, the case. Again

|
‘,
|
! - . » - 2 g 2 » |
3 ! failure to inform the media and, hence, the general public of 4
|

4 incidents of public interest reflects poorly on managzement '
|
5 || character. t
e , : ;
v ¥ 13, CREE maintains that the incident also provides further
7 illustration of questionable management competence in the two
9 3
8

critical areas of communication, internally and to the NRC, and

ompt action on matters affecting plant security. {(CREE P:tltiop

instance, instrument problems which were found to

have been caused by the possible tampering were first identified

The evidence of possible sabotage was

wn

discovered by ANPP on January 7. Yet, the NRC was not notified

e tampering until January 9.

between the January 4, 1986, identification of a

wn
<
N

stems problem and the January 7 identification of the cause

thereof is explained as the result of delayed attention du

D
-

competing issues. (Exhibits J-1 and J-2.) The gap between the

—
O

January 7 discovery of possible sabotage and the January 9

notification to the NRC cannot be similarly justified, however,

oy

particularly in light of concerns expressed by the NRC last year

over similar delays in reporting, and in initiating of ANPP

investigative activity. (CREE Petition, p. 43.) Such repetitive

patterns of poor management lies at the heart of CREE's contention

!
Of managemen®t incompetence.
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18. Moreover, it should be noted that claims of pressure from

competing issues begs the question of the likelihood, which lies
at the core of CREE's request for relief, that simultaneous
operation of PVNGS-2 and -3 will necessarily overtax ANPP
management resources at their present competence levels.

19. Initial NRC response was from Resident Inspector Roy Zimmeri{

man, as follows, according to the Arizona Republic:

"It went up the management chain. Once it was identified
at a certain level of management, they flagged it.

"We would like to see the notification as quickly as
possible. I don't want to say its not a concern of our's,
but you need to differentiate between an operating unit
and one that's under construction."

Zimmerman said that becuase there is no nuclear fuel ot
site for Unit 3, "they don't come under our security
requirements."

He said any concern he might have is over the delay
at lower levels of recognizing and classifying problems.

Arizona Republic, January 19, 1986, p. B-3 (Exhibit J-3).

20. Mr. Zimmerman's response is considered inadequate for
several reasons, and appears to indicate a lack of full apprecia-
tion of previous NRC concerns expressed to ANPP regarding their
responses to incidents of apparent sabotage at all three Units.
(CREE Petition, supra.)

21. It needs here to be pointed out that CREE spokespeople have
previously publicly expressed admiration for the manner in which
Mr. Zimmerman has conducted his responsibilities since being
assigned as Chief Resident Inspector at PVNGS. Accordingly, the
following criticisms are not intended to reflect generally upon

him, although they may be indicative of concerns addressed at
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numerous points in CREE's original Petition questioning the
capability of routine NRC procedures and enforcement actions
(particularly their single-issue, often narrowly technical and/or
legalistic nature) to adequately identify and address system-wide
patterns of recurring deficient behavior by plant management, suc
as are raised by CREE regarding ANPP's management competence.

22. First of all, to the extent that those remarks are premised
upon NRC regulations regarding security necessary for facilities
possessing special nuclear materials, they are merely narrowly
bureaucratic and legalistic. They fail to address the probabilit
that such recurring, similar and - indeed - threatened acts of
tampering as have apparently occurred at PVNGS pose a problem

of criminal investigation which requires that all evidence be
treated as of equal importance to the apprehension of the person
or persons responsible for such actions - at whatever PVNGS Unit
they may occur.

23 The same reasonable inference of a deliberate, continuing
sabotage effort reemphasizes the need, previously stressed by the
NRC, for prompt investigative activity by ANPP. It is not merely
a question of whether lower levels of plant operation know
probable sabotage when they see it and inform upper management;

i.e., a question of identification. It is, at least as crucially

a question of the speed with which the information travels up the
management chain, management responds with investigative activity
and the NRC is notified by management; i.e., a question of

|

oy

-

-_—
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10.

investigation (and notification). Additional concerns are raised

by ANPP's failure to notify local law enforcement and seek their
professional investigative assistance, even in the face of two

subsequent and apparently related incidents. (Exhibit J-5.) To

put the matter in its simplest form, bloodhounds do less well if
asked to follow a cold trail. This appears to be the concern of
the original NRC cautions tc ANPP (CREE Petition, supra), which
ANPP management appears not to have heeded.

24, As such, this recent incident provides yet another example
of ANPP's repetitive pattern of failure to take adequate manage-
ment action to prevent recurring deficiencies in crucial areas.
As such, it clearly raises the question of management competence
and supports the petitioner in its request for relief in the
form of an Order to Show Cause.

RESPECTFULLY SUBMITTED, THIS éiégrDAY OF JANUARY 1986, BY:

- " 1

M ON L. SCOTT

Intervention Coordinator

Coalition for Responsible Energy
Education

315 West Riviera Drive

Tempe, AZ 85282

(602)968-2179




EXHIBIT A-1

'Palo Verde

{

setbacks
boost cost

~| G-Dk By Vietor Dricks  /-/ 5-5 (-

The Phoenix Gazette
Testing Setbacks at Palo Verde have
caused a thre>-month scheduling delay
for Units 2 and 3, and could add $60

_million to the cost of the nuclear

generating station west of Phoenix.

Arizona Nuclear Power Project execu-
tive vice president Ed V:n Brunt J:.,
mnounoef Tuesday that Units 2 and 3
will not begin operating commercially
until the third quarters‘of 1986 and 1987,
respectively.

- It was the first major schedule revision

for the project since officials encountered
major difficulties with reactor coolant
pumps- more than two years ago during

‘pre-operational testing for Unit 1.

The new schedule will nut increase the
construction cost of the project, but will
add financing es to individual

icipant's costs. The plant is owned
y a consortium of seven Southwest
utilities. . -y
- Project officials had. estimated the
plants could be built for $9.3 billion.
About $5.9 billion of this is allocated for
direct construction and $3.4 billion in
financing charges.

Arizona Public Service Co. spokesman
Brad Parker said today the scheduling
setback is forcing the 19th revision of the

utility's share of participation in the Palo

Verde project since 1972.

A new APS cost estimate will be
released in early February, Parker said.

He added, however, that even with
increased financing chaiges caused by
the delay, APS should be able to keep its
share of the project costs under the $2.86
billion cap imposed by the Arizona
Corporation Commission. Any costs
above that figure will have o be
absorbed by the utility.

Scheduling setbacks have traditionally
added $1 million a day in financi
charges to the cost of the triple-reactor
project, Parker said. But since only two
of the three Palo Verde units will be
affected, he said the scbodulilg‘dolny
may add about $60 million to Palo
Verde price tag.

“You ?{g‘ figure since AP‘E. ow?‘ 2&:
percert ject, its share
increase could wabout $26 million,”
Parker said. :

“I'm afraid this doesn't surprise me,”
See ® Reactors, A-4

® Reactors
From A-1

said Susan Williams, director of the state
Residential Utility Consumers Office.
“The long range fear is obviously that
this is just the beginning of problems,
and as a community we have to hope this
plant works, works efficently and soon.

According to Van Brunt, one of the
key reasons for the rescheduling is that
Unit 2's operating license was not
received as soon as anticipated.

Earlier this summer, US. Nuclear
Regulatory Commission officials ex-
pressed reluctance to allow Pal- Verde
technicians to begin a testing program
for Unit 2 until Unit 1 testing was
completed.

Federal rvuhtou said they did not
want Palo Verde uchnicianay to split
their expertise.

In addition, Unit 1, scheduled to enter
commercial service in late December
1985, has encountered a spate of prob-

since it began splitting atoms May

encountered more than the usual share of
glitches because Palo Verd reactors
of a first-of-a-kind dui:n. i



- EXHIBIT A-2

Commerial opération put off
for Palo Verde Units 2 and 3

Scheduled commercial operation
of Units 2 and 3 of Palo Verde
Nuclear Generating Station has
been delayed about three months, a
plant official said late Tuesday.

Ed Van Brunt, executive vice
president for the plant, said Units 2
and 3 now are expected to go on
line in the third quarters of 1986
and 1987, respectively.

Original schedules called for the
commercial operation of Unit 2 in
the middle of this year and in
mid-1987 for Unit 3.

Van Brunt said one reason for
the schedule change is that the
operating license for Unit 2 was not
received as soon as anticipated.

The new schedule “may affect
the individual participant’s cost,”
Van Brunt added.

Palo Verde is owned by a
consortium of seven Southwestern
utilities. Arizona Public Service Co. .
end the Salt River Project are the
only participants in Arizona, . .

Kevin Mosley, an APS spokes-
man, said, “We don't expect the
cost to go above the (32.36 billion)
cap” agreed to by the state Corpo-
ration Commission. i

Glitch-plagued Unit 1 is sched.
uled to be in commercial operation
within the next three months
Operators of the plant missed

— Palo Verde, D2

i’alo Verde

gmtinuod from D1

revious self-imposed deadlines of
ml and Dec. 31 for commercial

tion.
!Unit 1 has been out of operation
ince Thursday, when it shut itself
down after a failure during a test.

1
classified as commercial ltitmha:

that date,
- possibility

of ties
state Ct:u'poa'atio‘::.ml i
mula. | P

-
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RUCO wants to delay

Unit 2 rate

Following an announced three-

month delay in c(;mplet(t‘on of tghe
Palo Verde Nuclear Generati
S&lion Units 1 and 2, RUCO has
asked the Corporation Commission
to drop consideralion. of Unit 2
costs from the upcoming Arizona
Public Service Co. rate hearing.
- In a motion filed late Wednes-
day, the Residential Utility Con-
sumer Office said the issue is moot
because of the completion delay.

The request will be considered by
Tom Mumaw, the commission’s
chief hearing officer. B

APS had asked the commission
to set rates for Unit 2 as part of the
case that is to go to a hearing before
Mumaw Feb. 11. }

The utility said it would not
collect the money but would keep
track of how much customers owed
and charge them retroactively once
Unit 2 became operational.

hearing

At that time, Unit 2 was sched-
uled to become operational in

"8 mid-1986 and the company said if

the rates were not in effect at that
time customers would face a hefty
increase afler the completion of a,
second rate heating some time in.
1987.

In its motion, RUC(2) arguea‘: tt!\at

i new Unit 2 completion
:::: r:oh:r set for late 1986, the lag
between Unit 2 becoming opera-
tional and the commission deciding
on rates in a future case will be c:;

nsiderably. The consumer agen
sc:id there)i's no need to consider
Unit 2 costs now. :

The Feb. 11 hearing will consider
rate increases that would increase
APS’s annual revenues by $78.6
millien.

The addition of Unit 2 to the
APS rate base would increase that
figure by $194 million annually.

LI T T
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Utilit'; ‘Sroup challenges need
for Phase 3 of APS rate hearing

The final phase of a three-part
hearing on a $782 million rate
increase sought by the Arizona
Public Service Co. should be dis-
missed, the state’s utility watchdog
agency has suggested.

Susan Williams, director of the
Residential Utility Consumer 0.
fice, said in a filing with the state
Corporation Commission that the
third phase no longer is necessary
because of announced delays in the
start-up ~f the Palo Verde Nuclear
Generating Station.

APS, a part owner in the facility
being bailt 50 miles west of down-
town Phoenix, said on Tuesday that
ope ation of Unit 2 and Unit 3 of
the triple-reactor facility has been
pushed Lack at least three months

use of delays i federal licens-
ing. Unit 2 had been scheduled to
begin operation by mid-1985 and
Unit 3 by mid-1987.

The third phase is scheduled to

deal with an accounting system
proposed by APS that would allow
the utility to eventually recover the
costs of Unit 2 through phased-in
rate increases that would be re-
quested later.

The watchdog agency has been
eritical of the plan, saying it would
assure the firm of including the cost
of Unit 2 in its rate hase and
require  APS customers to pay
millions of additional dollars in
carrying charges.

Williams said in her motion that
a hearing on the accounting system
now should be held later, wlen the
commission takes up the actual rate
increases for Unit 2.

The commission is scheduled to
begin the first phase of the rate
proceedings Feb, 11, with the
second phase set for March 27 and
the third immediately after the
conclusion of the second.

@ L191HX3 .
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; State is asked to deny early hearing for APS
B Faadn L

The utility office said that the .

——
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'dlttllity office wants

tie to study data

aoqwm Otfice late Friday re-

that the Arizona Corpora-

Commidon not move up the

date for Arizona Public

prvice Co.'s proposed 8.6 percent
l;tomamo.

V

to have the
from Feb. 10 ta

commission could not make an
infotmed decision regarding the

uest because all necessary
ﬁmncu -data would not be avail-
able. An 8.6 percent increase repre-

sents $78.2 million annually.
An APS spokesman called the
filing “unfortunate.”

utility office, said her office needs
“sufficient time” to review the APS
financial data for the pericd at least
through the end of the third
quarter, which ends Sept. 30.

. - She said APS has made it clear ~
1" that the data wili not be available

to anyone at least until 60 days
after the end of the third quarter,
“making an Oct. 30 hearing date

! impossible” to -determine APS' -
' needs.

) The watchdog agency, in the
¢ same filing, also objected to an APS
¢ deferral plan by which, over a
| 10-year period, ratepayers would

Susan Williams, director of the -

* really would cost consumers a total

pay back $167.3 million in costs
associated with Unit 2 of the Palo
Verde Nuclear Generating Station.
Under the deferral plan, APS
would, in effect, be guaranteed the
highest authorized rate of return,
16.15 percent. RUCO says the plan

of about $470 million.
Kevin Mosley, an APS spoke:-

man, said, “We think it's unfortu- '

nate that they couldn’t support us.
The sooner we work on rate shock,
the sooner we'll find a solution.”

An official of the utility office
claimed the $167.3 million would, in
effect, be a loan from APS to its

customers to pay for costs associ-
ated with all three units of Palo
Verde.

O LIYIHX3 -



EXHIBIT D

State consumer office
Opposes APS rate bid

By FRANK TURCO /%
Arzana Republic Start 7

A $194 million rate increase
sought by the Arizona Public Ser-
vice Co. should be turned down by
state utility regulators because it
does not contain financial informa-
tion from all of 1985, the head of
the state Residential Utility Con-
sumer Office said Thursday.

Susan Williams said the rate
appiication the company filed with
the Arizona Corporation Commis.
sion on Wednesday contains data
that end in June, which will
handicap her office and others that
may want o file objections to the
prooosal.

The hearing on the request won't
be held until sometime in 1986, so
all of 1985's data should be in-
cluded in the application, she
contended.

Williams said RUCO, the state
agency that represents consumers
in utility rate-hike cases, will file a
request with the commission asking
that the application be sent back to
APS with instructions that it not be
refiled until all 1985 financial
informltiog is available.

The application seeks either a
19.36 percent rate increase in E
single year or three annual in.
creases of 6.15 percent each. Elec-
tricity rates would increase $15.94 a
month under the single-year plan
and 316.17 over three years under
the phase-in plan.

The added revenues are needed
by the utility to help it pay for its
share of Unit 2 of the Palo Verde
Nuclear Generating Station, which
is being built west of Phoenix by a
consortium of utilities,

APS also has a request for an 8.6
percent increase pending before the

commission. That request is sched-
uled to be heard by the panel
beginning in February.

Williams said APS filed its latest
request without enough data be-
cause it was rushing in an effort to
force the commission into starting
hearings on the proposal before a
final decision is reached on the
earlier request.

“This kind of Jockeying of the
schedule is totally unfair,” she said.

Williams maintained that a fair
review of the latest request cannot
be held without a full year of test
data and without knowing how
much of the earlier proposal will be
approved.

She also claimed the amount " of
new reverues sought under the
latest filing appears w0 be out of line
with earlier cost estimates made by
APS,

Williams said a 1984 request by
the company that later was with-
drawn asked the commission for
$124 millicn for its +hare of Unit 2,

“This 'atest request is $70 mil.
lion mo=: than their earlier one,
and they iaven't even explained
why they | cw need more,” she said.
“I think we finally are beginning to
see the tru costs of Palo Verde, "

Meanwhile, another consumer
organization said it supports the
attempt by APS to phase in its rate
increases,

“The phase-in plan softens the
economic impact on customers,
especially low-and fixed-income
customers,” said the Arizona Asso.
ciation of Community Organiza-

‘tions for Reform Now.

The group, however, said it
would not take a position on the

‘amount of money being sought by

the utility, leaving that instead to
the rate hearings. ;
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kUCO seeks Palo Verde probe

By Anthony Sommer
Phoenix Gazette

An investigation into the “hidden
costs” of the Palo Verde Nuclear
Generating Station should be a part
of the next Arizona Public Service
Co. rate case, the Residential Utii-
ity Consumer Office has told the
state Corporation Commission,

RUCO Director Susan Williams’
request was made at a prehearing
conference conducted by the com-
mission Tuesday.

“This is the only occasion to ask
how much Palo Verde ultimatel
will cost Arizona,” Williams said.
“It is an opportunity to evplore
what has been, up until now, the
hidden costs of a massive plant.”
“"A similar, although less detailed,
request was submitted by the
Committee on Responsible Energy
Education.

.APS attorneys expressed no ob-
jection to the requests to expand
the scope of the hearing.

“This is not going to be an eas
case to get one’s arms around,” AP,
counsel Jaron Norberg said.

The hearing into APS’s request
for an 8.6 percent rate increase that
would give the company $78.2

million in new annual revenues is
scheduled to Yegin Jan 6.

It promises to be the longest in
commission history and last well
into the summer.

Among the issues RUCO asked to
have included in the hearing are:

® Whether ratepayers should be
charged for Palo Verde capacity
that is capable of generating more
electricity than APS needs. Part of

the question is aimed at the need

for Unit 3.

o An analysis of the corporate -

restructuring of APS last vyear,
which has removed several of the
company’s subsidiaries from the
commission’s jurisdiction.

® An analysis of federal income
tax credits received by APS but not
deducted from the company’s rate
base when the commission deter-
mines the value of the company.

® A determination of how much
of the Cholla 4 coal-fired generating
lant should be in the APS rate
vase. Power from the plant is being
sold to a wutility in Southern
California at rates lower than APS
customers will pay for Palo Verde
electricity

¢ How the company should be
penalized for extended power plant
outages.

® Costs of decommissioning the
Palo Verde plant and how they
should be paid.

® Whether APS should be able to
include the cost of buying, shipping
and disposing of nuclear fuels when
those services are provided by APS
subsidiaries.

® Whether APS should be al-
lowed to charge its customers for
extra costs found at Palo Verde but
not at coal fired plants, including
extra security, extra operating per-
sonnel and low-level radioactive
waste disposal. i
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Consumer agency urges regulators
to extend scope of APS

The scope of the Arizona Public
Service Co. rate hearing now pend-
ing before the state Corporation
Commission needs to be expanded
so that the full costs of the Palo
Verde Nuclear Generating Station
can be learned, it was suggested

Tuesday. IR

“This is the time, this is the place
to truly assess what Palo Verde is
going to cost,” said Susan Williams,
director of the state Residential
Utility Consumer Office.

She told the utility regulatory
panel during a pre-hearing confer-
ence that al' facets of the nuclear

lant, including the prudence of
guilding a third reactor, need to be
explored at the proceedings.

“We must be able to ask if it is
prudent to continue building Unit 3
or will it be more cost effective for
the community to abandon Unit 3,”
she added.

APS owns 29.1 percent of the
$9.3 billion three-reactor plant that
is being built 50 miles west of
downtown Phoenix by a consortium
of seven utilities from four states.

Unit 1, which is in the testin
phase, is scheduled to be in f
operation by the end of the year.

Unit 2 is due to be operating by the
middle of next year and Unit 3 by
mid-1937.

The commission, which will be-
gin the APS hearings on Jan. 6,
called the pre-hearing conference to
allow intervenors to suggest issues
that they would like to see dis-

_ cussed during the proceedings.

Currently, the agenda involves
discussions on proposals by APS to
increase its electricity revenues by
$78.2 million a year to pay for its
share of Unit 1 of Palo Verde and to

in using a new accounting ap-

roach for Unit 2 when the reactor
- begins operating.

Additionally, the commission
plans to review its fuel-adjustment
procedures, which allow APS to
adjust its rates when the prices ’t

" pays for fuel and power increase. |

Williams, whose agency has
taken part in the past several APS
rate hearings, said the proceedings
should include reviews of the AZP
Group, the holdin company
formed last year by ; decisions
by APS to sell power from one of its
coal-fired plants to a California
utility; planning for power pur-

"nors were accepted by the

Full costs of Palo Verde sought

The scope of the Arizona Public Service Co. rate hearing
pending before the state Corporation Commission needs to be
expanded so that the full costs of the Palo Verge Nuclear
Generating Station can be learned, according to Susan Williams,
director of the state Residential Utiity Consumer Office C3. - .

rate hearing

chases for other utilities; and possi-
ble “lifeline,” or reduced, rates for
the needy.

She also urged the commission to
use cauvon when deciding the
accounting proposal advanced by
APS for Unit 2 because it will have
a far-reaching affect.

“All future rate proceedings will
accept the pattern set in this case,”
she maintained.

Under the plan, APS would delay
placing in its rate base the mainte-
nance and operating costs of Unit 2
until 1987 and then, after addi-
tional rate hearings, the costs would
be phased in over a five-year
period.

The company said the plan
would avoid “rate shock” or a large,
single rate increase, for customers.

illiams, however, said APS also
wants to add carrying charges,
which would boost the total amount
raterpavers eventually would have
to pay to $471 million from
$167 million.

“There are other ways to phase
in rates,” she said.

Jaron Norberg, APS vice presi-
dent and chief counsel, said that if
all of the suggestions made by the
consumer agency and other im.ervel-
anel,
the rate case could be expanded so
much that it could get out of hand.

“This is not going to be an easy
rate case for any of us to put our

arms around,” he said.

Commission Chairman Renz Jen-
nings cautioned, too, that he hopes
the case does not get too compli- .
cated. ”

However, he urged APS to coop- |
erate with the intervenors in their
effort to obtain information from
the utility as they prepare their

cases.
— FRANK TURCO
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~ Audit details

cost overruns
at Palo Verde

. IAOMESom d Victor Dricks /7 =/

I a}ss y An mer and Victer Dricks

A four-state audit of the construction costs of the Palo Verde
Nuclear Generating Station has blamed massive cost overruns on
factors ranging from poor quality control to unexpected labor
costs.

The first phase of the $2.5 million audit was released today by
the utility regulatory commissions in Arizona, Texas, California
and New Mexico.

The study details the reasons Palo Verde costs more than
doubled — to $5.9 billion from initial estimates of $2.8 billion —
since planning began in the early 1970s.

Some of the increased costs were blamed on delays in the
project. Completion of Unit 1 is 43 months behind schedule,
while Unit 2 is expected to come on line 24 months late and Unit
3 is forecast to be 14 months late.

Problems began to arise virtuaily from the time work began in
1976, according to the study. At that time, there were delays in
the awarding of purchase orders and in processing bid
evaluations.

By early the next year, the study said, significant delays in
engineering for the plant began to appear. They were attributed
to holdups caused by the contractor, Bechtel Corp., and major

See ® Audit, A-4
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suppliers, including General Electric and
Southern Boiler.

The problem became so severe that a
“design freeze” was implemented in
February 1977 because project engineers
were unable to keep up with changes.

The report also was critical of quality
control throughout the project and
recommended it be given high priority in
the second phase of the study, which was
scheduled to be completed by July.

The report cited a series of violations
for which the project was fined by the
federal Nuclear Regulatory Commiss.on,
and 60 others for which Palo Verde was
cited but not fined.

_-.“If semior management control was
appropriate, these problems may have
been diagnosed earlier and the NRC
vio(liation possibly avoided,” the report
said.

Construction boosts made up more
thar. 48 percent of the entire cost
overrun, the study said. The actual cost
to build Palo Verde originally was pegged
at $2.2 billion and now is estimated at
$3.7 billion. This does not take into
consideration management or other
costs,

The largest single component of the
construction cost overrun was attributed
to labor, which made up 32 percent of the
increase. Labor costs initially were esti-
mated at $462 million and are now
expected to reach $938 million.

That figure is more than the cost of
the average nuclear power plant now
operating in the United States.

The construction delays added $410
million in interest costs alone, the report
said.

Management costs for the Arizona
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12 consultants bidding
to do ‘prudency’ audit
of Palo Verde compiex

A dozen consulting firms have
bid to work on a construction-and-
management “prude.cy” audit of
the Palo Verde Nuclear Generating
S.ation, utility regulators in Ari-
zona reported Thursday.

The contract offers were filed
with regulators from Arizona,
Texas, Califoinia and New Mexico,
who are planning the review of the
power plant, whose construction is
being completed by a consortium of

seven utilities from the four states. -

A preliminary audit of the
$9.3 billion plant already has iden-
tified about $3 billion in expenses
that it suggested be scrutinized to
determine whether they are reason-
able and prudent.

Regulators from the four states
have said that if any expenses are
found to be imprudent, they will
not allow the utility owners of the

plant to include those costs in their

electricity rates.

The bids submitted by the
consultants cover five of the six
areas that will be examined in the
audit, including construction costs,
engineering costs, start-up costs,

construction and start-up sched- 'consultants.

ules, and management decisions
that were made to build the plant
and to continue it as the nuclear
industry changed. :

Bids for work in the sixth area,
which involves how well the consor-
tium managers oversaw the work of
the general contractor, Bechtel
Power Corp., are not due until next
Wednesday.

The bids will be reviewed by a
special staff committee later this
month, and recommendations to
the regulatory commissions from
the four states will be made in
mid-February, according to Chris
Kempley, a lawyer with the Arizona
Corporation Commission.

He said the study, estimated to
cost $1.82 million to $3.25 million,
is expected to take 10 to 12 months
to finish.

“We're ’hoping to have it com-
pleted by the end of the year,” he
added.

The preliminary audit, com-
pleted in November, was done by
the accounting firm of
Ernst & Whinney, which has been
hired to manage the audit and
oversee the work of the other
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Page suing
to take over
Ag§ system

By JOHN sgaosoena' '?;.‘?5

Northern Arizona Bureau e
FLAGSTAFF — Page has filed a

‘condemnation suit to force Arizona

Public Service Co. to turn over to

the city its electrical-distribution
- system in Page.

The condemnation suit was filed

" Wednesday in Coconino County

Superior Court and seeks a hearing

for APS to show why Page should
- not be permitted to take immediate
. possession of the system.
. The suit asks that the title to the
, system be vested in Page and that
- the Arizona Corporation Commis-
- sion's certificate of convenience for
> APS to operate the system be
* voided.
- Page residents, by a 10-1 ratio in
- a special election Jan. 29, approved
“ spending up to $10 million to

nc?_;‘i:ethe gystem.
City Council on Feb. 5

adopted a resolution authorizing
- the acquisition by eminent domain.
+ APS, in an attempt to block the
: takeover, was unsuccessful in a
- court suit in February that chal-
* lenged the legality of the election.
. Although the election authorized
*.the city to spend up to $10 million
+ to acquire the system, approxi-
+ mately half of that amount would
" g0 toward acquiring additional elec-
* tric power.
.- Promoters of the acquisition
~ contend that the city can operate
. the system at a lower cost to
< customers than can APS.
.. A key element in the rates
- depends on how much the city must
~ pay APS for the system. APS has
. stated that the system is worth
= between $8 million and $10 million;
- the city contends it is worth
" between $3 million and $5 million.

reeh
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Page decision to acquire

electric system is upheld

By BRENT WHITING
Arizona Staft
A lineman for Arizona Public
Service Co. failed Thursday to have
a court overturn an overwhelming
decision a year ago by Page resi-
dents to take over the utility’s
electric-distribution system there.

The state Court of Appeals ruled
unanimously that the $10 million
bond election be validated.

However, the court admitted
there were “certain irregularities”
that kept 254 people who were
ineligible to vote on the list of those
allowed to cast ballots.

“We are convinced there was no
fraud or chicanery practiced against
the voters of Page, and we feel
certain that the result of the
election was lsn‘:dff‘ected by tléc
irregularities,” e Thomas C.
Kleinschmidt wrote for the court.

decision stems from a law-

" suit filed by Page resident Ronald ‘s

Gene Moore, a yman lineman
for APS, challenging the election
Jan. 29, in which the vote for
ac%uisition was 1,570 to 149.
tephen K. Smith, a Flagstaff
lawyer who represents Moore, said
. he not comment on the
decision because he hadn't yet seen

Moore filed his lawsuit Feb. 8

. after APS fought a losing battle to

keep the electric system that has
served Page for nearly 30 years.

Page officials pushed for the

election because they believed the

city could make more money if it

BN,

é_— e 4

————— -

was not occupying the role of
middleman.

Page receives an allocation of
federal power at a preferred-cus-
tomer rate and then sells it to APS,
which in turns sells the power to |
Page customers.

gioore, who filed his lawsuit with
the backing of APS, appealed after
Judge William F. Garbarino of
Ceconino County Superior Court
validated the election March 18.

APS could not be a plaintiff in
the court action because a plaintiff
must be a registered elector who
cast a ballot in the contested
election, according to state election
laws.

Meanwhile Tharsday, attorneys
for Page and APS agreed that the
city wr.nfle put up a $5.9 million bond
so- that it can take immediate
possession of the distribution sys-
tem. :

; ,Thntlgmmntepmoduring tl\el

“ third day of a Coconino County

Superior Court trial. It resolves the
amount of the bond to be posted
until a court determines the actual
amount the city must pay for the
system.

A trial on that issue is scheduled |

-'tobeginJunoﬁnCoeoninoCounty -

Superior Court. _
In the trial settled Thursday,
Page had contended that the bond
should be $3.6 million, while APS
attorneys had contended it should
be $9.1 million, plus severance
damages. .

e e

-




that all housing

lectricity,

's given

Pucson Electric Co, energy. It

ne extension

EXHIBIT F=-3 Phoenix, Arizona October 28, 1985 42 Ry s Gﬂfwn&w"ﬂkﬂ.

APS muscle
developers,
suit charges

}
. ol
By James S. Jasper/ABG Correspondent x5

Arizona Public Sesvice Co. is “coercing” developers
into building all-electric subdivisions, according to a
complaint filed before the Arizona Corporation
Commission by Southwest Gas Corp.

The complaint charges that when developers inform
APS they intend to build dual-energy dwellings in APS -
service areas, the ical supplier threatens Lo assess
the developer advance fees for the extensior: of electric -
facilities at rates 200 percent to 300 percent higher
than those assessed on all-electric service.

“Because of the unjustifiably high advance fees APS
threatened to assess them, possible delays by APS in
installing such services and the unlikelihood of a
substantial refund, many of these developers were |
coerced into installing all-electric facilities in their
developments,” according to the complaint.

Southwest Gas marketing officials say they have
contacted approximately 90 developers in the Phoenix
metropolitan area, many of whom expressed interest in
building homes with natural gas service were it not for -
APS' line extension charges. .

“All-electric homes cost ratepayers more in the long -
run, because they must support the greater investment
in the power plantd required to supply the increased
demand for electricity,” says Dante Pistone, director of
communications for Southwest Gas’ Papago division.
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APS wants interim hike:

To seek 8.6% rise;
claims regulators

decide too slowly

By FRANK TURCO '6 -
Arizona Republic Staft /‘K/ ".P‘
Arizona Public Service Co. plans
to ask the state Corporation Com-
mission in the next two weeks for
an interim electric-rate increase of
&t least 8.6 percent. and it may go
to court if it doesn't get it, the

company’s chief financial officer
revealed Monday.

Executive vice president Henry
Sargent said the action stems from
concerns that the commission is
taking too long to act on APS’
request for & permanent rate in-
crease.

“We certainly hope the commis-
sion will listen to us,” Sargent said
during a meeting with the editorial
board of The Arizona Republic/The
Phoenix Gazette.

APS filed for an 86 percent

— ————

increase last May. Hearings on the
proposal will begin March 27, about
10 monihs after the filing.

“We don'p anticipate a decision
on that r t for at least six to
eight mon:$8nrgem said.

He said that the $78.2 million the
increase would produce annually is
needed much sooner, and that if
APS doesn't get it, the company's
credit ratings and its abilny to
borrow cou!< be harmed.

The increase, he said, is needed
to help pay for building and

mey ask courts

operating Unit 1 of the Palo Verde
Nuclear Generating Station, which
is expected to be operating com-
mercially in the spring.

APS is among seven utilities
involved in the $9.3 billion, triple-
reactor plant being built west of
Phoenix.

If APS’ costs are not in the
company's rate base when Unit ]
begins operating, the company will
lose about $6 million & month,
Sargent said.

Such a loss, he claimed, would

- ——

APS

Continued from Bs

reach decisions in rate cases has
been lengthening the past several
years.

The last five cases filed by APS

~ took an average of 10 months to

decide, he said, and the most recent
took 16 moniths.

The interim rate increase sought

¢ by APS bruught an immediate

" reaction from

usan Williams, di--
rector of the state Residential

Utility Consumer Office, which has
intervened in the upcoming APS
rate hearing.

She said APS is 1o blame for
most of the delays, first by not
filing the case earlier, as it indicated
it would do in 1984, and then by not
responding in a timely fashion te
requests for financial information
from other participants in the case.

“There’s a certain arrc ance in
their demands for an x'ntzim rate
increase when they have not acted
prudently as manage:s,” Willigms
said. “The commission and pubhe
will not tolerate such demands.”

make it difficalt for the company to
regain the “A” bond rating it lost in
1983 and could even lead to
possible downgrading of the current
“BBB" rating.

Lower ratings make it mor
difficult to attract investors.

“We may have to consider court
" we don't get an interim rate
increase,” Sargent said.

He maintained that the time it
takes for the regulatory panel to

APS, B?

9 LISIHX®



EXHIBIT H-1

THE ALLOWANCE FOR FUNDS
USED DURING CONSTRUCTION (AFUDC)
AS PERCENT OF NET EARNINGS

APS Electric Industry

1980 82% $2%

1981 66 49

1982 72 50

1983 85 47

1984 82 43

9/30/85 67 39

(12 mos.)

S-Year Avg. 77 48
(1980-84)_

APS Ranking in 80-Utility Sample:

12 Months ended 9/30/85: 64th from top
5 Years -~ 1980-84: 67th from top

Source: Regulatory Research Associates - UTILITY FOCUS
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| increases of 5.9 percent, the

| revenue that the increase

. nues are needed to pay for the

nd of this week. «
.&& - i "y
o 3

APS likely
will request
G rate hikes

Arizona Public Service Co.
is expected to file a formal
request with the state Corpo-
ration Commission on Friday
for an 8.6 percent rate increase
in January and five annual

first beginning in 1987.

The complicated rate pro-
posal and supporting docu-
ments are being reviewed and
will be filed as soon as possi-
ble, APS spokesman Kevin
Mosley confirmed Tuesday.

Mosley said the amount of

would produce annually and
what effect it would have on
customers' monthly e'<ctric
bills .had not yet been calcu-
lated.

Word that the utility would
seek a six-step increase first
was made public at the com-
pany’s annual meeting last
month by Keith Turley, APS
chairman and chief executive
officer. e

He said the additional reve-

company'’s share of the Palo
Verde Nuclear "Generating
Station, which is being built
55 miles west of downtown
Phoenix. ~ = . :

The $9.3 billion plant is
scheduled to begin producing
its first electricity before the
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Radioactive water douses 2

A9 etk /354
Two workers were contaminated with
mildly radioactive water when a valve

broke on a water pipeline at the Palo
Verde Nuclear Generating Station.

Greg Cook, a spokesman for the U.S.
Nuclear Regulatory Commission, said the
accident occurred late Friday night.

But Dan Canady, a spokesman for the
Arizona Nuclear FPower Proj said
today he did not know about the

ident.

“This is the first I've heard about it,”

told a reporter.

Cock said the workers — whose names
were not immediately available — re-
ceived very low doses of radiation thet

—— - —

did not exceed federal tory stan-
da s set to protect the safety of nuclear
plant employees. :

“One of the workers received skin
contamination, but it was not considered
hazardous,” Cook said today.

He said details about the accident
were sketchy. But he said it occurred
when the workers were trying to identify
the source of a leak from the reactor
coolant system, which contains mildly

ioactive water.

Normal procedure would be to imme-
diately douse the workers with water in
an attempt to wash radioactive particles
off their bodies, Cook said. But he added,
he did not know if that had been done.
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‘Hot’

~ 1
By JOHN STAGGS '~ o
‘.':“Q_'_M Staf | 1Y-80

Two employees of Palo Verde Nuclear Generating
Station were exposed to “slightly radioactive” water
Friday when a valve's packing failed, a plant
spokesman said Monday.

“They were opening a pressurizer-isolation valve,
and the valve-stem packing gave way,” said Dan
Canady, who declined to identify the workers. “The
amount of exposure was less than 1 percent of what is
allowed per quarter (of a year).”

The allowable non-penetrating radiation per quarter
is 7,500 millirems, Canady said.

He identified one worker as & radiation-protection
technician and the other as an auxiliary operator. An
auxiliary operator, Canady explained, acts under the
direction of the control-room operator, manually
performing tasks that cannot be done from the
control-room console.

The two, who were uninjured, were given showers, he
said.

water splashe

Greg Cook, & spokesman for the U.S. Nuglear
Regulatory Commission in Walnut Creek, Calif., said,
“They had a
were isolating lines when the bolt on a valve broke and |
the packing blew out.” 3

He said the two workers “were exposed to 30
millirems inside their bodies and 50 millirems on their
skin.” 827
"(‘i'l'he exposures were way under the dose limit,” he
said.

The average chest X-ray exposes the patient to from
20 to 30 millirems of penetrating radiation, about 1
percent of the annual allowable limit under the
commission’s standards. d

Cook said the leak and the valve have heen repaired

Canady said plant managers did onsider the
event serious enough Friday to report to the media.

“It just wasn't a big thing to them,” he said after
being contacted by The Arizona Republic.

“It is a reportable event to us,” Cook said.

s 2 at A-plant

leak in the reactor-cooling system. They .

3% -

6%
8,0l

. But, he added, “We don't require the utility to notify |
the media.” . ¥ 1457 i
He explained that only situations that threaten the
public require a media report. i
The reactor in Unit 1 has been out of commission
since Thursday, when it shut itself down during a test.
Canady said engineers have decided the problem was a
poorly synchronized program during the test. £
“It wasn't coprectly tuned for the 100 percent level,”
he said. et g, Tl ¢
The test, called a loss-of-load procedure, is among
the last before the reactor begins'its final test to enter

s "

commercial service. . The final testis ito run at full”

power for 100 continuous hours,
Pslo Verde Unit- 1
before March 1, or be penalized by the Arizona
Corporation Commission. Reactor .perators miss¢d !
previous self-imposed deadlines of Nov. 1 and Dec. 31,
The plant spokesman said operators “now don't have
any idea” of when they will restart the reactor, but;
“may have a better idea on Tuesday.” s

¢-1 LIYIHX3

must ‘make its commercial run
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Confdminsssd 7
reactor workers
not identified

+ Arizona Nuclear Power Project
officials have declined to identify
the two workers who were contam;-
nated with mildly radioactive water
when a valve broke on a water
Pipeline at the Palo Verde Nuclear
Generating Station,
. “We have to protect their pri-
vacy,” Palo Venﬁ project spokes-
man Dan Canady said Monday.
»“We consider it a very minor
¢ontamination,” he said. “Jf you are
working in an auto repair garage
You're g '_Fgeto get greasy from time
1o time. workers are in areas
‘where there is radiation.”
«+ Late Friday, an auxiliary opera-
tor w job it is to manually
operate plant equipment and g
RO
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Palo Verde wires cut;
sabotage suspected

‘

getting around to that particular {
system, we began trouble-shooting,
and then we found the clipped
wires. ;

“It’s too early to tell whether the

By samstanton /~/ 7~ § L
Republic Staft A=)
For the fifth time since July,
officials at the Palo Verde Nuclear

Generating Station are investigat-
ing the possibility of sabotage.
Plant operators notified the U.S.
Nuclear Regulatory Commission
late Thursday that they are study-
ing an incident in which two wires
were cut inside an instrument pane!
in the control room of Unit 3, which
is still under construction.

cut wires, which were con-
nected to an instrument that moni-
tors the aniount of water flowing to
a spray pond beside the unit, were
found Tuesday, plant spokesman
Dan Canady said.

. The wires were found after plant
operators noticed Saturday that
there was a problem with the
instrument. But the NRC was not
notified then because “at that
point, ve didn't know exactly what
we had,” Canady said.

“On Tuesday, when we wee

cool

snipped wires were deliberately cut
or if it was accidental,” he said.
Although Unit 3 is 99 percent
complete, that area of the triple-re-
actor plant still is open to construc-
tion workers, Canady said. :
Nuclear fuel is scheduled to be
loaded at the unit during the first
- three months of 1987, he said, and
the unit is expected to be operating
by the third quarter of that year.
The spray pond is used to help
the plant after it has been shut
down, Canady seid, and damage to
the measurement device would not
be serious, because of backup
systems. ;
Plant personnel are conducting
the investigation, he said, and noj
law-enforcement
been notified.

agencies have

— Sabotage, B6

Sabotage

Continued from B]

Since last summer, investigations
have been conducted into four

similar incidents at Palo Verde. But

plant operators said they could not-

find enough evidence to determine
whether the problems were

dents or sabotage. accn-
Three incidents in Unit 2 in.
volved switches being flipped. The

fourth, in Unit 3, involved rags

b:i:{ stuffed into an electrical

breaker and paper being placed into

L.roach that connect to a breaker
X.

The plant’s most serious problem
came in February 1984, when
$150,000 worth of electrical cables
were cut.

Arizona Public Service Co. is the
manager of the project for o
consortium of Soutgmtem utili-

ties that own the plant,
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£.8 Fri_Jon. 17,1986  The Phoenix Gasette

Sabotage again suSpectéd al A-plant |

'L'I’ Associated Press

Officials at the Palo Verde Nuclear Generating
Station are investigating another case of possible
sabotage, the fifth such investigation
plant since July, officials said.

The US. Nuclear Regulatory Commission was
notified by plant operators late Thursday that they are
studying an incident in which two wires were cut inside
an instrument panel in the control room of Unit 3,
which is under construction.

Dan Canady, a plant spokesman, said the cut wires
were connected to an instrument that monitors the
amount of water flowing to a spray pond beside the
unit. The damage was discovered Tuesday, he said.

The wires were found after plant operators noticed
Saturday that there was a problem with the
instrument, but the NRC was not notified then because
“gt that point, we didn't know exactly what we had,”
Canady said.

“On Tuesday, when we were getting around to that
particular system, we began trou le-shooting, and then
we found the clipped wires,” he said. “It's too early to
tell whether the snipped wires were deliberately cut or
if it was accidental.”

Although Unit 3 is 99 percent complete, that area of

at the nuclear

the triple-reactor plani still is.open to construction

workers, Canady said. '
Plans call for nuclear fuel to be loaded into Unit 3

during the first quarier of next year, Canady said.

The spray pond is used to help cool the plant after it
has been shut down, he said, and damage to the
measurement device would not be serious, because of
backup systems.

He said plant personnel are conducting the
investigation and no law-enforcement agencies have
been notified.

Investigations have been conducted into four similar
incidents at the plant since last July. But plant
operators said they could not find enough evidence to
determine whether the problems were caused by
accidents or by sabotage. ;

Three incidents in Unit 2 involved switches being
flipped. The fourth, in Unit 3, involved rags being
stuffed into an electrical breaker and paper being
placed into tracks that connect to a breaker box.

The plant’s most serious problem came in February
1984, when $150,000 worth of electrical cables were cut.

The plant, located 50 miles west of downtown '
Phoenix, is owned by a consortium of electric utilities |
in Arizona, New Mexico, Texas and California.

- o ——
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sunday, January 19, 1986

Palo Verde ‘sabotage’

nalfles APS; 5 cases
discovered since July

By JOHN STAGGS 13 -3
A

Officia's at the Palo Verde Nu-
clear Generating Station say they
are baffled by the latest incidents of
apparent sabotage at the triple-re-
actor plant.

Two electrical wires were discov-
ered cut in the unfinished Unit 3 of
the plant Tuesday. but the incident
was not reported to the US.
Nuclear Regulatory Commission
until Thursday.

“We're checking all the work
orders now,” spokesman Dan Can-
ady said. “We're going back to
make sure somebody wasn't told to
cut the wires."”

Canady said officials probably
will know later this week whether
the cut wires were the result of an
official work request or foul play.

“There are literally thousands of
work orders that we have to go
through yet,” he said.

The wires are connected to an
instrument that monitors the
amount of water flowing to a spray
pond beside the unit. Water in the
spray pond is used to help cool the
plant after it has been shut down.

The cperators noticed a problem
with the instrument Jan. 11 but
didn’t discover the cut wires until
Tuesday. The NRC was not noti-
fied until Thursday “because we
didn't know what we had,” Canady
said.

Roy Zimmerman, head NRC
inspector at Palo Verde, said, “It
went up the management chain.
Once it was identified at a certain
level of management, they flagged
it.

“We would like to see the
notification as quickly as possible. I
don’t want to say it's not a concern
of ours, but you need to differenti-
ate between an operating unit and
one that's under construction.”

Zimmerman said that because
there is no nuclear fuel on siie for
Unit 3, “they don't come under our
security requirements.”

SO TR e KT R MR AR
Plant ‘satisfactory,” F1.

He said any concern he might
have is over the delay at lower
levels of recognizing and classifying
problems.

Unit 3 is 99 percent complete,
and is scheduled to be loaded with
nuclear fuel during the first quarter
of 1987.

Myron Scott of the Tempe-based
Coalition for Responsible Energy
Education said, “The worst thing
about this is the fact that Arizona
Public Service was late in reporting
this incident to the NRC and
apparently late in responding them-
selves. They have been criticized in
the past by the NRC for responding
late to apparent sabotage. The
NRC assumes that the longer you
wait, the harder it will be to find
out who was responsible.

“APS should assume it has a
sabotage problem and should get
police help.”

The incident was the fifth case of
apparent sabotage since July. Three
cases involved switches bein
flipped in Unit 2; rags were foun
stuffed into an electrical circuit
breaker; and paper was placed on
g:cks that connect to a breaker

X.

Meanwhile, Canady said, Palo
Verde officials are still looking at
Monday or Tuesday for restart of
Unit 1. The reactor has been out of
service since Jan. 9, when it failed a
:mj(l)r test at the 100 percent power
evel.

On Friday, a review of data
revealed that the reactor's coolant
pumps lost power too quickly, he
said, and technicians were review-
ing the safety significance of the
power loss before reactivating the
plant.

After the plant is reactivated and

the test is completed, Unit 1 will"

undergo one more major test in-
volving the coolant pumps before
going into commercial service.
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’ © Sabotage

From A1 o

the thlei:od. quarter of 1'987. is 99 percent ! New sabOtage '
e:l.;st.mmdinp’ were the laest in ' | tl’y suspectgd v
incidents of unrun:lvod sus:ec:d ub:- at Palo vefde

tage at the $9.3 billion project.

Earlier thti:ol lﬂmmn:lf. someone used a ‘ ) R0E¢ By ""n“,-,o'id" 1 i
remote control panel in an-apparent - Another inciﬁen!I of suspected sabo- |
:ittem})'. to ":‘dmm' of plant fu,:n_lc- i tage was uncovered over the weekend at
th';"‘ U"'.':' °2°" cxm m’m" waee | the Palo Verde Nuclear Generating
hetd ne | t?:h was ergoing Station west of Phoenix, ,‘

Other switch - ot | Late Saturday, technicians found two
ot & red“ﬂ?npe?i . g’.“m‘:‘; } wires cut on an instrument that records

md'“'"' ipped in Unit 2, ‘ the flow rate of water through the |
m Lo :‘:‘nml r Pi‘c""l";n'ﬁf:’ an'ﬁ condensor tubes of the Unit 3 reactor.
andontomchthnteonnectwabrg:ker ; . Two other wires were found cut at the
box in Unit 3. . plant Tuesday. . o i

In February 1984, more than 80 ) . The inciderts were the fifth and sixth *
electrical cables e cut at the plant, || times gct ndJm{lo:l:u:f plant ti:lmdlg-.

~causing damage that cost $150,000 to' discove icati potential sa
PR nmibeintia § . ,‘:’ ; ’ugeatthc_PlloVerdcphnt. Et
- Maricopa County sheriff's deputies - " The condensor uses .treated sewage
and Palo Verde security mrdswm g effluent to cool steam into water after it
investigated several of the incidents but “has been used to turn the blades of a
have not reported any success in identi- turbine generator. The water then is
fying the person or persons responsible. recirculated through the nuclear reactor,

Officials at the U.S. Nuclear-Reguls- reheated and reused. . - ..

- tory Commission have been ied of , Arizona Nuclear Power Project
the incidents. S g TS :wkmnbarcmdw&thn

While : 1 t was too early Lo act
concern .m'du:g,%%ﬁ: ’;’::’d i was deliberate or whether the wires had
officials have tended to_discount their been snipped as part of a repei that was
spuible i iﬁcaknee, :nt:ln'butingthcmto nmmpiln.:ld.uthatﬂn“k' o :

isgruntled workers and employee i “Records indica work on the .
lessness. v o ‘electrical panel where the wires were cut |

- was performed in 1983, he said. |

- - ’ : Srsalt
 Canady said today that it would be i

late to draw a - connecticn | .- The two wires that were found cut
, among upnnumfsdmu. e % { 'Nod&nn connected to an imtiu-]
Meanwhile, technicians have restarted | ment that tells plant operators the flow
the Unit 1 reactor, which had been shut ' | rate of water in the spray pond beside |
2 for repairs and maintenenace. The ' the Unit 3 reactor. o e B i/ 4 0 1
reactor wc;;. operating at 68 percent ' The spray pond is an auxiliary cooling
« power early today WP | oh. 080 "'system that could be used to cool the .
) dmm‘:lm to have the reacior reactor after it had been shut down.
up power later this week jo Unit 3, scheduled to be operating in -

"
- B i - CRRAYEn G e AL b A

to pave the way for the ﬂnﬁt’g See ® '
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- Sabotlage
feared at
A-plant
Palo Verde wires cutﬁ

seventh such inciden
By JOHN STAGGS /)—/
Amou

s ~)_"2 /.0,

In the seventh case of apparent
sabotage since July, technicians
found more cut wires Saturday in
the nearly complete Unit 3 of the
Palo Verde Nuclear Generating
Station. .

“Late Saturday morning, two
more wires were found cut” in the
lower cable-spreading room, just
below the control room, plant
:lpokesman Dan Canady said Mon-

ay. > .

The cut wires, which did not
involve nuclear equipment, were
connected to a monitor that records
the flow of water in the condenser,’
The condenser is a chamber in
which steam changes to water.

The cable-spreading room is used
for routing cables to various electri.
cal systems in the nuclear-power
plant. .
Last Tuesday, technicians dis.
covered apparent sabotage to two
electrical wires connccted to an
instrument that monitors the
amount of water flowing to a spray
pond next to Unit 3. Water in the
spray pond is used to help cool the
reactor after it has been shut down.

Unit 3 is 99 percent complete and
is scheduled to be loaded with
nuclear fuel during the first quarter
of 1987, .

Canady said the Maricopa
County Sheriff's Office has been
notified of both cases of apparent
sabotage, but that no assistance has

n requested. S

“We're in the process of notifying
the Nuclear latory Commis-
sion now,” he said. -l

The federal agency’s security
regulations will not take effect unti]
the plant's fuel arrives later this
year,

NRC spokesman Greg Cook said

his agency “is responsible for the
~public’s health cnr:‘:rcty" insofar

-&MB&

- ————— e

Sabotage

as radioactive material is con-
cerned.

He said that even though there
appears to be a pattern of apparent.
sabotage, the situa 'on does not
require his agency’s intervention.
None of the previous cases has been
solved.

“Usually, the utility will step u
its inspection program,” he said.
“Pre-operational inspections should
pick up any problems.

o wouldp be awfully hard to
damage any of these circuits and
not have it be caught. We're
concerned, but we're not worried.”

Canady said the cut wires were
discovered while workers were
checking systems in the unit. The
wires were installed in 1983,

He said the news media ana
government agencies were not noti-

earlier because “until you start
checking, you don't know whether”
somebody was told to cut the wires.

- Myron Scott of the Tempe-based
Coalition for Responsible Ene
Education said, “Arizona Public
Service Comrany (which is in
charge of Palo Verde's construc-
tion) should assume it has a
sabotage problem and should get
police help.”

« Three of the cases of apparent
sabotage involved switches being
flipped in Unit 2. In the two other
incidents, rags were stuffed into an
electrical circuit breaker, and paper
was placed on tiacks that connect
to a breaker box, potentially break-
Ing an eiectrical circuit,

Meanwhile, Unit 1 was restarted
Sunday night. It had been out of
service since Jan. 9, when it failed a
major test at the 100 percent power |
level. Normally, the unit would
have been restarted qQuickly, but
enfineen wanted to assess the
safety significance of the failed test
before restarting the reactor, offi-
cials said.

! The unit will undergo two more
major tests before going into com.
mercial service, which is expected

is spring.

» The $9.3 billion plant, 50 miles
west of downtown Phoenix, is
owned by a consortium of seven
i%thwuurn utilities, including

— S S ——
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February 1, 1986

Coalition for Responsible
Energy Education

315 W. Riviera Drive

Commissioners Tempe, AZ 85282

U.S. Nuclear Regula
Commission

Washington, D.C. 205

In the Matter of:

Arizona Public Service, et al.
(Arizona Nuclear Power Project-
Palo Verde Nuclear Generating
Station Unit Nos. 1 and 2)

DOCKET NOS. 50-528;
50-529

(2 2ce)

Emergency Relief Petition

)
)
)
)
)

|

RE: Show Cause Petition Pursuant to 10 CFR 2.206(a) re: PVNGs=2
License Suspension Request, Management Competence and Character
Proceedings Initiation Filed with NRR January 17, 1986
I.

1. The Coalition for Responsible Energy Education (hereinafte
referred to as "CREE" or "the Coalition"), hereby petitions the
Commissioners for emergency relief pursuant to 10 CFR 2.206(a),
as regards Palo Verde Nuclear Generating Station (PVNGS) Unit No.
2. The Coalition seeks an Order from the Commissioners suspending
nuclear operation of PVNGS No. 2 and the PVNGS No. 2 operating
license issued December 9, 1985, until such time as the Director,
Office of Nuclear Reactor Regulation (NRR), shall issue an initial
response to CREE's Petition to Show Cause, dated January 17, 1986,
and the Addendum thereto, dated January 21, 1986.

ITI. FACTS
- 3 On or about January 17, 1986, the Coalition filed with NRR
a Petition requesting relief in the form of temporary suspension
of the PVNGS-2 operating license, pending completion of hearings
and requested regulatory actions related to the issue of Arizona

Public Service Company/Arizona Nuclear Power Project (APS/ANPP)

anagement competence and character at PVNGS-1l. The Petition was

J
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|@mended by an Addendum of added facts filed on or about January 21

‘ !

in the opinion of the Petitioner,

|
|
trated a pattern of repeated failures in areas directly undepg

plant management, thereby raising the issue of
competence and character. Petitioners urged actions
:ope of routine regulatory and enforcement actionmns,
s, including commencement of hearings
suspension of the PVNGS-2 operating
of the requested relief actions.
Petitions, CREE's reasoning for
Cause affecting PVNGS-2, as well as
concern that pending Unit 2 startup
onducted simultaneously with Unit 1

management resources unacceptably and

possible for CREE to establish a certair
init criticality, low-power physics testing and
ascension testing, startup of Unit 2 appears to be immanent.
NRR has not yet issued an initial assessment of CREE's
such as would be expected to include a preliminary
Hetermination affecting immediate activities at PVNGS=-2.
b. While the concerns regarding Unit 1 management competence
Bnd character raised b: REE remain relevant after Unit 2 startup,

the effe )f simultaneous operations was one of the central
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1l
12
13
14

16
17
18
19
20
21
22
23
24
25

"
Addendum thereto. Thercfore, the Inspection Report updates the

oncerns raised by CREE.

5 While CREE is content to await a final Director's

etermination through normal channels frem NRR and, further, to

ely for that determination on the facts set forth in its two

revious petitions, additional facts have come to light which
ICREE regards as demonstrating the urgency of this emergency
kelief request to the Commissioners.
8. Specifically, CREE calls the Commissioners' attention to
lthe Nuclear Regulatory Commission (NRC) Inspection Report dated
anuary 30, 1986, dealing with the NRC inspection of PVNGS-1 and
=2 conducted on November 13 through December 27, 1985 (Inspection
Report Nos. 50-528/85-43 and 50-529/85-44). Said period post-
dates both the period covered by the latest Systematic Assessment |

of Licensee Performance and CREE's Show Cause Petition and the

previous information regarding management competence and
character relied upon by CREE.

9. In CREE's opinion, that Inspection Report clearly

supports its concerns that there exists a pattern of repeated
failures affecting diverse areas for which management is
responible and which reflect negatively on management competence

and character. E.g.:

10. In the cover letter, Region V Administrator John B. Martid
omments: "...We are concerned with the level of thoroughness
pplied to your post trip review process... increased effort is

arranted in ensuring that all off-normal conditions identified ar*
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evaluated with regard to safety significance, and appropriate,

thorough corrective action is implemented." NRC Inspection Report

supra, cover letter p. 1.
11. The Inspection Report identified two late-submitted LERs,

constituting a repetitive violation (528/85-43-01),

12, In this context, inspector review of management corrective
action report (CAR) MA-85-0002 initiated on August 13, 1985,
resulted in the following comment: '"The inspector stated that
the lack of timeliness in implementing corrcctive action for CAR
MA-85-0002 was disturbing, considering it addressed a violation of|
Technical Specifications; although minor in safety significance."
13. Regardingz an identified instance of poor procedural
adherence, the Report noted: "The inspector expressed concern that
basic procedure adherence must be understood and appreciated at
all levels of the organization for company policy to be effectives-
ly carried out. The area of procedure adherence will continue to
be evaluated...." (NRC Inspection Report, supra, p. 13).

14, Also, Mr. Martin commented: "Our concern regarding the

post trip review process should be viewed broadly with respect to
to ensuring self critical appraisals are performed in areas

necessitating improvements.The early phase of plant operation is

a critical period which requires management's attention to

ensure that the proper attitude toward carrying out plant
activitics is developed and implemented." (NRC Inspection Report,

cover letter, p. 2; emphasis added.)
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15. The concerns identified above are not exhaustive of thosT
expressed in the Report, but are selected as illustrating
instances in which management-related deficiencies identified in
the SALP Report and/or complained of in CREE's previous petitions
have continued to reoccur.

16. Because the emphasis of CREE's concerns is the pattern
of repetitive errors, we wish to emphasize that individual
incidents should not be judged in isolation from one another in
arriving at a decision on the urgency of this emergency relief
request.

17. The Commissioners' attention is also directed to three
apparent subsequent late-field LERs identified in the LPDR by CREH
LER Nos. 85-077 (2 days late); 85-091 (1 day); and 85-092 (1 day).
18. Taken together, CREE regards these incidents as strongly
supporting its concerns with PVNGS management competence and
character and suggesting that management continues to fail to
learn from previous errors and appears overburdened. These

conclusions emphasize the urgency of this emergency relief request
II1. AUTHORITY

19. Title 10 of the Code of Federal Regulations 2.206(a)
establishes the right of the public to petition the Commission or
appropriate directors to institute proceedings pursuant to

10 CFR 2,202, The Commission may, pursuant to 10 CFR 2.206(a),
institute a proceeding by serving upon the licensee an Order to

Show Cause.




* @ N & v > W N ¢

R - =P -3 A B AN e - o B

6.

20, The Atomic Energy Act of 1954 gives discretion to revoke,
suspend or modify the license or permit of an NRC licensee.

(42 U.S.C. 2236.)

21. Notwithstanding the discretionary aspect of 42 U.S.C. 2236
the NRC has a manadatory duty to exercise its authority when
necessary, and is required to determine that there will be
adequate protection of the public health and safety. See

Natural Resources Defense Council vs. U.S. Nuclear Regulatory

Commission, 528 F. 2d 166 (2d Cir., 1978).

22, The NRC has recognized the significance of the issue of
management competence and character, when there exists a pattern
of repetitive failures for which management is responsible, as
raising significant safety concerns. See Houston Lighting and
Power Co. (South Texas Project Units 1 and 2), CLI-80-32,
12 NRC 281 (1980).
23. 10 CFR 2.206(b) establishes that the appropriate
director shall respond to show cause petitions and institute
appropriate proceedings, or advise the person requesting said
proceeding in writing of the the reasons for denying the
request, "within a reasonable time."

IV. CONCLUSIONS OF LAW
24, 42 U.S.C. §2236(a) and 10 CFR 50.100 provide that a
license or permit may be revoked, modified or suspended because
of "conditions which would warrant the Commission to refuse to

grant a license on an original application..." or "for failure to

construct or operate a facility in accordance with the terms of
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the construction permit or license....
25. The evidence in this and prior petitions, particularly
repetitive violations of the Technical Specifications for PVNGS-1
and failure to effectively implement timely corrective actions on
repeated occasssions, meets the criteria of the Atomic Energy Act
and Chapter 10 of the Code of Federal Regulations as set forth in
paragraphs 38 and 39 for suspension of a license or permit.
V. RELIEF REQUESTED

26. WHEREFORE, Petitioners pray that the Commissioners,
pursuant to 10 CFR 2.202(a) temporarily suspend the PVNGS No. 2
operating license, pending the intial assessment of the Director,
NRR, on CREE's aforementioned Show Cause Petitions. |
27. Should the Director, NRR, agt, in at least preliminary
fashion, on CREE's Petitions prior to expeditiour Commission
action in the instant case and prior to PVNGS-2 initial criticalis-
ty, this Emergency Relief Petition to the Commissioners would, of

course, become moot.

RESPECTFULLY SUBMITTED this _/#* day of February, 1986.

e S
Hééon L. SCOTT

Intervention Coordinator
Coalition for Responsible
Energy Education*
315 W. Riviera Drive
Tempe, AZ 85282
(602)968-2179
*See CREE's January 17, 1986,
Petition for Description of
Petitioner




