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February 21, 2012

EA-2011-256

Randall K. Edington, Executive
Vice President, Nuclear/CNO
Arizona Public Service Company
P.O. Box 52034, Mail Stop 7602

Phoenix, AZ 85072-2034

SUBJECT:  PALO VERDE NUCLEAR GENERATING STATION, UNITS 1, 2, AND 3 -
NRC SPECIAL INSPECTION REPORT 05000528/2011404, 05000529/2011404
AND 05000530/2011404; PRELIMINARY GREATER THAN GREEN FINDING

Dear Mr. Edington,

On January 20, 2012, the U.S. Nuclear Regulatory Commission (NRC) completed a reactive
inspection at your Palo Verde Nuclear Generating Station, Units 1, 2, and 3. The enclosed
inspection report documents the inspection results, which were discussed on January 20, 2012,
with Mr. B. Bement, Senior Vice President, Site Operations, and other members of your staff.

The inspection was commenced on November 14, 2011, in accordance with NRC Management
Directive 8.3, “NRC Incident Investigation Program,” and Inspection Manual Chapter 0309,
“Reactive Inspection Decision Basis for Reactors,” based on the initial deterministic criteria
evaluation made by the NRC on November 9, 2011.

The inspection reviewed the circumstances surrounding an issue which occurred on
September 8, 2011, and examined activities conducted under your license as they relate to
security and compliance with the Commission’s rules and regulations and with the conditions of
your license.

The attached report documents one finding that has preliminarily been determined to be Greater
than Green, (i.e., a finding of greater than very low security significance) that may result in the
need for further evaluation to determine significance, and therefore the need for additional NRC
action. The finding was assessed based on the best available information, using the Physical
Protection Significance Determination Process (PPSDP). The deficiencies were promptly
corrected or compensated for, and the plant was in compliance with applicable physical
protection and security requirements within the scope of this inspection before the team arrived
onsite.

Enclosure transmitted herewith contains SUNSI. When separated from
enclosure, this transmittal document is decontrolled.
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The finding is also an apparent violation of NRC requirements and is being considered for

escalated enforcement action in accordance with the Enforcement Policy, which can be found
on the NRC’s Web site at http://www.nrc.gov/reading-rm/doc-collections/enforcement.

In accordance with NRC Inspection Manual Chapter (IMC) 0609, we intend to complete our
evaluation using the best available information and issue our final determination of security
significance within 90 days of the date of this letter. The significance determination process
encourages an open dialogue between the NRC staff and the licensee; however, the dialogue
should not impact the timeliness of the staff’s final determination.

Before we make our final significance of determination, we are providing you with an opportunity
to: (1) attend a Regulatory Conference where you can present to the NRC your perspective on
the facts and assumptions the NRC used to arrive at the finding and assess its significance or
(2) submit your position on the finding to the NRC in writing. If you request a Regulatory
Conference, it should be held within 30 days of the receipt of this letter and we encourage you
to submit supporting documentation at least one week prior to the conference in an effort to
make the conference more efficient and effective. In the interest of protecting sensitive,
security-related information, if a Regulatory Conference is held, it will not be open for public
observation. If you decide to submit only a written response, such submittal should be sent to
the NRC within 30 days of your receipt of this letter. If you decline to request a Regulatory
Conference or submit a written response, you relinquish your right to appeal the final SDP
determination, in that by not doing either, you fail to meet the appeal requirements stated in the
Prerequisite and Limitation sections of Attachment 2 of IMC 0609.

Please contact Mr. Michael Hay, Chief, Plant Support Branch 1, Division of Reactor Safety, at
(817) 200-1527, and in writing, within 10 days from the issue date of this letter, to notify the
NRC of your intentions. If we have not heard from you within 10 days, we will continue with our
significance determination and enforcement decision. The final resolution of this matter will be
conveyed in separate correspondence.

Because the NRC has not made a final determination in this matter, no Notice of Violation is
being issued for this inspection finding at this time. In addition, please be advised that the
number and characterization of the apparent violation described in the enclosed inspection
report may change as a result of further NRC review.

One cross-cutting aspect was assigned to the finding in the area of human performance
regarding work practices involving the failure to ensure personnel follow procedures [H.4.(b)]. If
you disagree with a cross-cutting aspect assignment in this report, you should provide a
response within 30 days of the date of this inspection report, with the basis for your
disagreement, to the Regional Administrator, Region IV, and the NRC Resident Inspector at
Palo Verde Nuclear Generating Station, Units 1, 2, and 3.

In accordance with 10 CFR 2.390 of the NRC's "Rules of Practice," a copy of this letter will be
available electronically for public inspection in the NRC Public Document Room or from the
Publicly Available Records (PARS) component of NRC’s Agencywide Document Access and
Management System (ADAMS). ADAMS is accessible from the NRC Web site at
http://www.nrc.gov/reading-rm/adams.html (the Public Electronic Reading Room).
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However, the material enclosed herewith within contains Security-Related Information in
accordance with 10 CFR 2.390(d)(1) and its disclosure to unauthorized individuals could
present a security vulnerability. Therefore, the material in the enclosure will not be made
available electronically for public inspection in the NRC Public Document Room or from the
NRC’s document system (ADAMS), accessible from the NRC Web site at
http://www.nrc.gov/reading-rm/adams.html. If Security-Related Information is necessary to
provide an acceptable response, please mark your entire response Security-Related Information
in accordance with 10 CFR 2.390(d)(1) and follow the instructions for withholding in

10 CFR 2.390(b)(1). In accordance with 10 CFR 2.390(b)(1)(ii), the NRC is waiving the affidavit

requirements for your response.

Docket Nos:
License Nos:

50-528; 50-529; 50-530
NPF-41; NPF-51; NPF-74

Nonpublic Enclosure:
NRC Inspection Report 05000528/2011404,
05000529/2011404, and 05000530/2011404
w/Attachments:
1.  Supplemental Information
2. Special Inspection Team Charter
3. Chronology for SGI Event

cc w/enclosure:

Mr. Randall Bramlett

Department Leader, Nuclear Security Programs
Arizona Public Service Co.

P.O. Box 52034, MS 7002

Phoenix, AZ 85072-2034

cc w/o enclosure:

Ronald A. Barnes, Director

Nuclear Regulatory Affairs/Environmental
Palo Verde Nuclear Generating Station
P.O. Box 52034 MS 7636

Phoenix, AZ 85072-2034

Other through Electronic Distribution

Sincerely,
IRA/

Anton Vegel, Director
Division of Reactor Safety
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Distribution w/enclosure:

Ronald Albert, (Ronald.Albert@nrc.gov), Chief, Reactor Security Oversight Branch
Shyrl Coker, (Shyrl.Coker@nrc.gov) NSIR/DSO/DDSO, TWFN/T-3A5M

Clay Johnson, (Clay.Johnson@nrc.gov), NSIR/DSO/DDSO/SPEB, TWFN/3D43
Douglas Garner, (Douglas.Garner@nrc.gov) NSIR/DSP/MWSB, TWFN/4 F6
Branch Chief, RI DRS (James.Trapp@nrc.gov)

Branch Chief, RlIl DRS/PSB2 (Binoy.Desai@nrc.gov

Branch Chief, RIll DRS/PSB (Richard.Skokowski@nrc.gov)

Senior Resident Inspector (Tony.Brown@nrc.gov)

Electronic distribution by RIV w/o enclosure:

Regional Administrator (Elmo.Collins@nrc.gov)

Deputy Regional Administrator (Art.Howell@nrc.gov)
DRP Director (Kriss.Kennedy@nrc.gov)

DRP Deputy Director (Troy.Pruett@nrc.gov)

DRS Director (Anton.Vegel@nrc.gov)

DRS Deputy Director (Tom.Blount@nrc.gov)

Resident Inspector (Mica.Baquera@nrc.gov)

Branch Chief, DRP/D (Ryan.Lantz@nrc.gov)

PV Administrative Assistant (Regina.McFadden@nrc.gov)
Project Engineer, DRP/D (David.You@nrc.gov)

Project Engineer, DRP/D (Brian.Parks@nrc.gov)

Public Affairs Officer (Victor.Dricks@nrc.gov)

Public Affairs Officer (Lara.Uselding@nrc.gov)

Project Manager (Lauren.Gibson@nrc.gov)

Acting Branch Chief, DRS/TSB (Ryan.Alexander@nrc.gov)
RITS Coordinator (Marisa.Herrera@nrc.gov)

Regional Counsel (Karla.Fuller@nrc.gov)

Branch Chief, ACES (Heather.Gepford@nrc.gov)

Sr. Enforcement Specialist (Ray.Kellar@nrc.gov)
Enforcement Specialist (Christi.Maier@nrc.gov)

Cyber Security Specialist (Mario.Fernandez@nrc.gov)
NRR Enforcement Specialist (MaryAnn.Ashley@nrc.gov)
Deputy Director, Office of Enforcement (Aida.Rivera-Varona@nrc.gov)
Congressional Affairs Officer (Jenny.Weil@nrc.gov)
OEMail Resource

RIV/ETA: OEDO (Lydia.Chang@nrc.gov)

DRS/TSB STA (Dale.Powers@nrc.gov)

Security Related Complete Report - OUO:
SUNSI Review Completed: ETB _ADAMS: ®Yes Initials: __ETB
® Non-Publicly Available ® Sensitive-Security- Related-Periodic Review Required

Letter Only:
SUNSI Review Completed: __ETB ADAMS: ® Yes Initials: ETB
® Publicly Available ® Non-Sensitive

OFFICIAL USE ONLY - SECURITY-RELATEDINFORMATION



OFFICIAL USE ONLY - SECURITY-RELATEDINFORMATION

R. Edington -5-
SPSI:PSB1 RSOB:DSO | C:PSB1 C:PBD ACES:SES D:DRP D:DRS
EByre MFernandez | MHay RLantz RKellar KKennedy | TVegel
/RA/ /RA/ /IRA/ /RA/ /RA/ HJG for | /RA/ /RA/
2/14/12 2/15/12 2/15/12 2/16/12 2/16/12 2117112 2/21/12
OFFICIAL RECORD COPY T=Telephone E=E-mail F=Fax





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /UseDeviceIndependentColor
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages false
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [300 300]
  /PageSize [612.000 792.000]
>> setpagedevice


