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- For purposes of clmming the federal producuontax cnsdu, under Tmasmy Regulaﬁnn
§1~4§'3(d)’[1} the tirbines are considered to be placed in service in the taxable year in which
ey arteploced trq condition-of veadiness and availability for a specifically assigned fimetion.
Treasury Regulation §1.46-3(d)(2) explicitly states that equipment that is aperational may te
corisilered placed in service despite confinusd tesfing o eliminate any defects.

. Although the turbines wers “pla:ed in service” for fax pln'pr:rses in fme 1999 the ijec:
bax Besnarplerpoing comtinnous testing and efimination of defects and was nat yet complete,
TPy ect has-experienced aumerous problems after June 1998 which have delayed completion
and eateahility of the Project. Specifically, in order to achieve the level ofcomplﬁubn E:ﬂmuld

- emkedie-Pigjeet saleable, the tirbines andtlm famhty 85 & whole wmﬂdneedm

. Achieve & production output level in excess of 90% of wamanted omput-. . Turbine
aotput kas been well below 90% of warmanted output, The problems ffecfing
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out die-defective gearboxes with new or retrofitted gearboxes. As [am: -

*_gure you can understand, this efforf involved the turbine manufacturer,—- - - -
developers, Iendem, the lenders™ engineer, and the input andmncmrem o
af the prospective purchaser, all af whomi needed (o be sutisfied before ﬂle
Priject could become sa.!eahle Thm Swap-out process is onpoing.

: L There I:lnve been ollm pmblcms BS we]l that have conml:uud o the dela}‘
= =it completion and galeability of the Projéct. : The eirbines have a blade =2 . ...+
-+ . v Wibratipn problen: which causes the tuthines fo stit dowm, . Addmanal]y
+ ¢ the torbings deploy blade tips for brikiAg Which do not realign properly
““after they are applied, thereby reducing production. “Also, the turbinies
- have been experiencing yaw drive failures. Each of these problems is niow
t:-emg addressed.

- Pass the Fundmg Drawdown R:quucment whick reqmm each turbine to apmts
without fault for 43 continucus hours. This req;mrementwas oot metuntil -
December 1999, ’ )

. Pasg the Inftial Wind Plant Test which requires the facility as a whale to operate
withiont fanlt or manual intervention for 72 continueus bows. Although srill not
fislly gatisfied, this requirement was “deemed” met in December 1995 and the
partion-of the test which was not satisfied has been delayed unti! the final
Acceptance Test.

. Have a fully emtomated and functional central mpnitoring and contrd] system
- [*CMES™). The CMCS did ot achw.-e fu]l mtegratmn '«mh all of the site ,
turbines until Ianum'y 2ﬂﬂﬁ . _ ~__-
Inadd‘tmntn ihie ahmre the PI'OJ'BC‘U.S sull req-tured to undmrgu end | pass the Aﬂceptance
Testwhich is designed to aidress the issves delayed fron: the Tnitial Wind Plant Test and prove
whethier the-furbines petform in ncpnrdanoe with wartanted powet outpent Fevels.

: As -you-cam ses from e abwe, the developers uf:he ijem have: expmenued quitea.
pumber-of unfireseedhlé prablems which bave had 10 be resolved inorder to prefare 'I,]:Lecl’mjtl:t

. forsele. The developers have at all tinies had the sole intent to sell the Project at ‘the earliest -

. pessible ime aid Have been-engaged in sole and continuous, unintzrrupted efforts tuuvercome
the pmb“[ems complete and sell the Project. Any ineoine genersted by the Project during this
ﬁpﬁlﬁﬁnf time is etirely incidental to the developers® efforts tﬂ complete, test and sell ﬂw
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