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August 28, 2009

Leland R. Snook
Director
State Regulation & Pricing

Docket Control
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Pursuant to Decision No. 69663 :

Enclosed please find the semi-annual report for the Palo Verde Nuclear Generating Station
for the period of January 1 through Jame 30 of 2009.

If you have any questions, please call Jeff Johnson at 602-250-2661 .

Sincerely,

Leland R. Snook

LRS/bgs

"Arizona Public Service Company shall tile with Docket Control as a compliance
item in this Docket, a semi-annual report describing plant performance, explaining
any negat ive regula tory repor ts  by the NRC or  INTO, and providing deta ils  of
corrective actions taken, until iiurther order of the Commission."

PVNGS SEMI-ANNUAL REPORT
DECISION NO. 69663
DOCKET no. E-01345A-05-0816, E-01345A-05-0826, E-01345A-05-0827

A subsidiary of Pinnacle West Capital Corporation

Tel. 602-250-3730
Fax 602-250-3003
e-mail Leland.Snook@aps.com
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SEMI-ANNUAL REPORT
PALO VERDE NUCLEAR GENERATING STATION

IN COMPLIANCE WITH DECISION no. 69663
FOR THE PERIOD OF JANUARY 1, 2009 THROUGH JUNE 30, 2009

In Decision No. 69663, dated June 27, 2007, the Commission required

APS to submit a semi-annual report describing plant performance and explaining

any negative regulatory reports by the Nuclear Regulatory Commission ("NRC")

or the Institute of Nuclear Power Operations ("lNPO") as a compliance item in

Docket No. E-01345A-05-016, et al. APS submits this report in compliance with

the requirement for the reporting period of January 1, 2009 through June 30,

2009.

PERFORMANCE OVERVIEW

The three Palo Verde Nuclear Generating Station ("PVNGS" or "Palo

Verde") units generated over 4.5 million MWh for APS from January through

June of 2009, providing almost 36% of the Company's generating resource

output during the reporting period. Any planned or unplanned outages

experienced during the reporting period, including applicable net replacement

costs, have been described in the Company's PVNGS outage reports that have

been filed with the Commission in accordance with additional compliance

requirements in Decision No. 69663.

On March 24, 2009, the NRC issued its Followup Assessment and

Closure of Confirmatory Action Letter ("CAL") which concluded that safety

performance at PNVGS has notably improved over the last year. The letter also

concluded that the plant has effectively addressed the causes that led to Unit 3

entering Column IV of the NRC's Action Matrix in 2007, which resulted in

increased regulatory oversight:
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"The commitments  descr ibed in  the CAL have been
completed and these act ions have been effec t ive in
address ing the spec if ic  per formance issues.
Therefore, CAL 4-07-004, dated February  15, 2008, is
c losed.

Addit ional ly , NRC is  c los ing the substantive
cross-cutt ing themes in  both the human per formance
and problem identi f ication and resolution areas that
were d iscussed in  the 2008 PVNGS Annual
Assessment Let te r . . . . . . .Consequent ly ,  PVNGS Un i ts
1, 2, and 3 wi l l  be trans it ioned to Column I, the
Licensee Response Column, of the Act ion Matr ix ."

INTO REPORTS

The Insti tute of Nuclear  Power Operations did not issue any repor ts  for

PVNGS dur ing the repor t ing per iod.

N R C  R EPO R T S

The NRC issued the fo l lowing integrated inspection repor ts  dur ing the

reporting per iod that fal ls  within the scope of this  report:

NRC Integrated Inspect ion Repor t 2008005 for  10/1/08 -  12/31/08

NRC Integrated Inspection Repor t 2009002 for  1/01/09 -  3/31/09

NRC FoIIowup Inspection Repor t 2009006 for  the per iod 2/02/09 -  2/27/09

NRC Inspect ion Repor t 2009404 for  4 /7/09

Ful l  copies of each of these repor ts  can be found on the NRC website at

h t tp : / /www.nrc .gov /NRR/OVERSIGHT/ASSESS/I is to f rp ts  body .h tml .
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The NRC Reactor  Overs ight Process inspection f indings are c lass i f ied by

color  based on their  safety s ignif icance. Al l  the f indings identi f ied in these reports

are c lass if ied as very low safety  s ignif icance "Green" f inding. These f indings

were also c lass i f ied by the NRC as "non-c i ted"  v io lat ions, which mean that the

findings do not require a wr i t ten response to the NRC from Palo Verde.

Inspection f indings fal l  into three categor ies, which are differentiated by

how the v iolation was identi f ied. "Licensee- identi f ied"  f indings are those f indings

ident i f ied by  Palo Verde employees and documented through programs or

processes in p lace at Palo Verde and for  which the NRC confi rms that the

l icensee has made effective evaluations and has taken (or  wi l l  take)  appropr iate

corrective actions. "NRC-identi f ied"  f indings are those f indings that were in i t ia l ly

identi f ied by NRC inspectors or  those which the l icensee had in i t ia l ly  identi f ied

but in the NRC's estimation had not fu l ly  evaluated or  had not taken appropr iate

actions to correct. "Self- reveal ing"  f indings are those that reveal themselves to

either  the NRC or  the l icensee through a change in process, capabi l i ty  or

functional i ty  of equipment, operations, or  programs dur ing routine operation.

Al though l icensee- identi f ied f indings are mentioned in NRC repor ts , the NRC

does not l is t these on their  website and those f indings are not inc luded herein.

Consis tent with the Company 's  pr ior  semi-annual f i l ings, only  NRC- identi f ied and

self- revealing findings are inc luded in this report.

The fo l lowing summar izes, for  each of the NRC repor ts , a descr ipt ion of

the f indings made and the corrective actions taken.
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NRC Integrated Inspection Report

05000528/2008005, 05000529/2008005, and

05000530/2008005 issued February 11, 2009

On December 31, 2008, the NRC completed an integrated inspection at

Palo Verde Units 1, 2, and s. The inspection examined activities conducted

under PVNGS licenses as they relate to safety and compliance with the

Commission's rules and regulations and with the conditions of the PVNGS

licenses. The inspectors reviewed selected procedures and records, observed

activities, and interviewed personnel.

The results are included in NRC Integrated Inspection Report 2008005 -

10/1/08 - 12/31/08 issued February 11, 2009, and noted one NRC identified

finding, and one self-revealing finding. Each of these findings was found to have

very low safety significance and therefore all were determined to be Green

findings.

The NRC identified finding involved identification and correction of

degraded hydrostatic barriers that prevent water from leaking into buildings or

between rooms and protect safety-related equipment from flooding. Corrective

actions included assessment and repair of the degraded seals.

The self-revealing finding involved personnel procedure compliance when

operating the refueling machine. This occurred when an operator incorrectly

directed the use of an interlock override bypass switch. Corrective actions

included inspections of equipment. No damage to plant components was

identified. Procedures were revised to enhance and clarify refueling machine

operation and controls. Personnel were briefed on refueling machine procedure

compliance.
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NRC Integrated Inspection Report

05000528/2009002, 05000529/2009002, and

05000530/2009002 issued May 5, 2009

On March 31, 2009, the NRC completed an integrated inspection at Palo

Verde Nuclear Units 1, 2, and 3. The inspection examined activities conducted

under PVNGS licenses as they relate to safety and compliance with the

Commission's rules and regulations and with the conditions of your licenses. The

inspectors reviewed selected procedures and records, observed activities, and

interviewed personnel.

The results are documented in the NRC Integrated Inspection Report

2009002, 1/1/09 - 3/31/09 issued May 5, 2009 and noted three NRC identified

findings, two of which were non-cited violations. Each of these findings was

found to have very low safety significance and therefore ail were determined to

be Green findings.

The NRC identified cited finding involved implementation of corrective

actions to address deficiencies associated with the Unit 2 spray pond B chemical

addition system. On January 28, 2009, a hypochlorite addition valve was found to

be leaking after it had been verified closed the previous day. An analysis

showed that no adverse or degraded conditions for the spray pond existed at any

time as a result of the leaking valve and spray pond chemistry did not fall out of

procedure operational limits. Corrective actions included revising procedures,

enhancing preventive maintenance, and replacing all of the spray pond

hypochlorite valves which were in service over one year.

The first NRC identified non-cited violation involved spray pond chemistry

condition in Unit 2 spray pond on November 13, 2008. The spray pond was"A"
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not declared inoperable as required by procedures. The violation also involved a

regulatory screening that was not performed when acid addition was required.

Corrective actions included implementing an interim standing order requiring that

an operability determination ("OD") be completed or the condition be corrected,

performing a chemistry evaporation test to validate that the affected spray pond

would have been able to perform its design function under the conditions that

occurred, and developing a template to support ODs on the spray ponds when

chemistry is out of specification. Information related to this condition was

communicated to the Shift Managers and Shift Technical Advisors, and included

in required reading for licensed operator training.

The second NRC identified non-cited violation involved examples of

procedure compliance and adequate inspection and repair of fire penetration

seals. The fire penetration seals provide protection to safety-related equipment

during fire events. Based on the analysis performed, the inspector concluded that

the degradation of the fire barrier penetration seals represented a low

degradation of the fire confinement element of the fire protection program, the

degraded fire barrier penetration seals had no credible fire damage state, and the

fire ignition sources present could not damage the post-fire safe shutdown

equipment. Corrective actions include development of annual required training

for the qualification of fire seal and barrier surveillance inspectors on the fire

surveillance process and associated procedures, benchmarking with other

nuclear plants, developing of a seal inspection program, and procedure revision.
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NRC Problem Identi f icat ion and Resolut ion

and Confi rmatory  Act ion Letter  Fol lowup Inspection Repor t

05000528/2009006, 05000529/2009006, and

05000530/2009006 issued March 20, 2009

On February  27, 2009, the NRC completed a team inspect ion at Palo

Verde Units  1, 2, and 3. The inspection examined activ i t ies  re lated to problem

identi f ication and resolution, as wel l  as activ i t ies related to the NRC Confirmatory

Action Letter  (CAL) Letter , dated February 15, 2008, and the Site Integrated

Improvement Plan, dated December  31 ,  2007. The inspection team conc luded

that Palo Verde Nuc lear  Generating Stat ion 's  implementat ion of the correct ive

ac t ion program has improved. The NRC team determined that s i te  personnel

were wi l l ing to ra ise safety  issues and document them in the corrective action

program. The team observed that workers  at the s i te fe l t  free to repor t problems

to the ir  management and were wi l l ing to  use the employee concerns program.

The assoc iated NRC Integrated Inspect ion Repor t,  2009006 -  02/02/2009

-  02/27/2009, was issued March 20, 2009. The repor t conta ins seven identi f ied

Green f indings of very low safety  s ignif icance.

The NRC identi f ied c i ted v io lat ion noted that Condensate Storage Tank

(CST)  max imum temperature requirements  had not been incorporated in to p lant

procedures to ensure the plant system would operate with in i ts  des ign bas is .

Correct ive act ions inc luded procedure rev is ions and development of a new

conduct of engineer ing procedure to inc lude engineer ing pr inc ip les and

standards.

The f i rs t NRC identi f ied non-c i ted v io lat ion was noted on November 8,

2008, when Palo Verde did not tes t the emergency d iesel  generator  to ver i fy  that



PWVGS Semi-Annual Report
For the period January - June 2009

Page 8 of]0

a newly identified equipment issue would not cause the emergency diesel

generators start time to exceed the allowable limit of 10 seconds. As an

immediate corrective action, PVNGS reevaluated the issue and specified

additional testing requirements that included specific acceptance criteria for the

affected emergency diesel generators pending completion of a hardware

modification that would eliminate the issue. The hardware modification was

developed to eliminate the issue.

The second NRC identified non-cited violation involved procedure

compliance when identifying a significant condition categorized as adverse to

quality. On September 10, 2008, a Palo Verde Action Request (PVAR)

documented that an essential cooling water pump leak which constituted a

degraded non-conforming condition was adverse to quality when it should have

been classified as significant. Corrective actions included personnel briefings and

procedure revisions.

The third NRC identified non-cited violation was identified on February 10,

2009 and involved scaffolding that had been installed greater than 90 days

without an engineering evaluation. Corrective actions included completion of the

required engineering evaluations, scaffold changes and enhanced

communication between the engineering and carpenter departments.

The fourth NRC identified non-cited violation involved prompt identification

and correction and incorporation of preventative maintenance requirements to

prevent age related degradation of safety related inverter components.

Corrective actions included re-evaluation of an Engineering Work Request

(EWR) 3259107 related to inverters.

The fifth NRC identified non-cited violation noted that between December

21, 2006, and January 30, 2009, adequate ODs of Palo Verde Action Requests
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("PVARs") were not performed. These PVARs were associated with the

component design basis review project and other site projects. Corrective actions

included implementing an Operations Night Order that requires that all

Component Design Basis Review (CDBR), Westinghouse, and License Renewal

PVARs have at least a Control Room review performed. Additional corrective

actions include procedure and training enhancements, and revision of the OD

quality metric.

The sixth NRC identified non-cited violation noted that between January

18, 1989, and October 12, 2006 select sections of unit 1 high pressure safety

injection train B piping were not inspected to prevent erosion due to cavitations.

This resulted in a through-wall leak in the high pressure safety injection Train B

recirculation line. Corrective actions included replacement of the failed pipe in all

three units, a formal capitation erosion assessment of PVNGS safety related

systems, and inspection of components potentially susceptible to flow assisted

corrosion.
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NRC Material Control and Accounting Program Inspection Report

05000528/2009404, 05000529/2009404, and

05000530/2009404 issued May 1, 2009

On April 7, 2009, the U.S. Nuclear Regulatory Commission (NRC)

completed an inspection of an event that occurred at Palo Verde Units 1, 2, and

3 on January 22, 2009. The inspection covered a key attribute of the Security

Cornerstone of the NRC's Reactor Oversight Process, Material Control and

Accounting of Special Nuclear Material.

The inspectors reviewed selected procedures and records, observed

activities, and interviewed personnel. This inspection report documented one

Green NRC-Identified violation of very low safety significance which has not been

made public due to security-related concerns.


