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Western!Wind!Update,!We!Maintain!Our!Target!

I Welare!maintaininglourltargetland!Buy!recommendation!
with! al one"year! target! of! $4.10,! taking! into! account!
dilution!from!alrecent!financing.!!

I Afterlalhiatus!of!8!months,!project!financinglis'lbecoming!
available!for!US!wind!projects!at!advanced!stages,!on!far!
better!terms!thanlonelyearlago.!

I Wel! have! re"modeled! Western! Wind’s! projects! taking!
into!account! new!incentives! for! wind! energy! from! the!
February!“09!US!stimulusl!bill,Ichangeslinlinterest!rates!as!
welllasldilution!from!thelrecentlfinancing.!!!

I The! new! rules! for! wind! projects! allow! developers! to!
receivelanlinvestment!tax!creditlorlalcash!grant!from!the!
Department! of! Energy! within! 60! days! of! project!
completion,! equivalent! to! 30%! of! the! capital! cost,!
provided!construction!begins!inl2010.!!!

BUY

12-Month Target $4.10
Share Data
52-Week Range $0.50-$4.35
Mkt. Cap. Basic (mm) $39.1
Basic S/O (mm) 44.4
Fully Diluted Shares (mm) 59.1
Cash (mm) $4.2
Enterprise Value (mm) $44.91
Fiscal Y/E Dec. 31
Avg. Daily VIm (3mths) 96,94¢

Company Profile

Western! Wind! Energy! Corp.!is! currently! producing! 34.5! megawatts! of! wind
energy! in! California,! generated! through! more! than! 500! operating! turbines.!!
Western! Wind! Energy! owns! more! than! 4,000! acres! of! wind! properties! and!
leases!morelthan!22,000!acreslin!Californialand!Arizona.!!

(Website: www.werstvindenergy.com)

See important disclaimers on page 2 of this report.
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Overview!

New! model! and! target:! We! have! re"modeled! our! projections! and! our! valuation! forl Western!
Wind! Energy! Corp.! (WND:TSXV)! based! on! new! incentives! that! have! changed! the! financing!
structures!for!US!wind!projects.!!'We!believe!the!increased!value!from!these!incentives!offsets!
dilution! from! al recent! equity! financing! of! $4.6! million! and! a!l non"brokered! placement! from!
management!and! directors! of! $455,000.! 'We! are! retaining! our! Buy! recommendation! and! our!
one"year!target!of!$4.10.!10urlone"year!target!and!valuation!is!based!on!a!risk"adjusted! DCF! of!
the!projected! net! cash! flows! for!its! California! projects.! !Our! target! does! not! formally!include!
some!other! projects!that! the! company!is! developing!including! solar! projects!in! Ontario!and!a!

Welexpect!WND!to!meet!the!lconditions!to!close!the!Windstar!financing!(outlined!below)!in!the!
months!ahead.!Financing!for!wind!projects!has!lbecome!available!again!after!an!8!month!hiatus!
following!thelcredit!crunchland!financial'meltdown!that!began!in!August!2008.!'After!many!years!

14

ofleffort,!welbelievelthe!Windstarldevelopmentlislnow!reaching!the!“endgame.”!!

The!ObamalStimulus!package,!formally!'known!as!the!l American!Recovery!and!Reinvestment!Act!
of!2009,! was!signed!into! law! by! President! Obamal! on! February!17,12009.! IThe! new! legislation!
affects!thelfinancing!structure!for!wind!projects!butlit!islonly!in!recent!months!that!banks,!tax!
partnerships,!other!financiallinstitutions!and!their!legal' advisers!'have! come!to!terms! with!the!
implications!ofithe!new!legislation.!!

Previous!Tax!Equity!Structure:!!Prior'to!February!2009,!'wind!projectslwereleligible!forltax!credits!
of!$21/MWh!over!the!first!ten!years!of!the! project,! with!tax!credits!created!as!the! power!was!
generated.!!Under!this!previous!regulatory!regime,!a!tax!equityl!investor!would!acquire!close!to!
100%!ownershiplofithelprojectlforlalten'year!period!with!labout!50%!of!the!total!project!cost!and!
the!balance!financed!by!bank!debt.! 'The! developer! would!become!the! general! partner! of! the!
project.!Theltax!equitylinvestor!'would!generate!returns!based!on!theltax!savings!from!tax!credits!
(over!the!ten!year! period)!as! well! as! accelerated! depreciation! on! the! wind! project! (over! five!
years).!ITo!meet!the!targeted!rateloflreturn!(alyear!ago!ranging!from!6%!to!9%)!the!tax!equity!
investorlwould!negotiatelalsplitloflthe!project!cash!flow!with!the!developer!(typically!laround!50%!
of! cash! flow).! | After! ten! years,! ownership! of! the! project! and! all! cash! flows! reverted! to! the!
developer.!!

New! Investment! Tax! Credits! for! Wind! projects:! ! Under! the! new! regime,! the! tax! credits!
associated!with!wind!production!can!be!granted!“up!front”!within!60!days!of!the!completion!of!a!
new!wind!project!in!the!form!of!a!30%! ITC! (see! Appendix! D).! 'This!means! the!credits! can!be!
claimed! either!in! the! form! of! a! direct! cash! grant! from! the! Department! of! Energy! or! al 30%!
Investment!Tax!Credit!(ITC)!based!on!the!lcapitallcost!of!the!project.!IThelcondition!for!the!cash!
grantlislthat!the!project!enter!construction!phase!in!2010!and!be!completed!nollater!than!2013.!!
(Welthink!it!likely!this!deadline!will'be!extended.)! lIn!addition,!the! DOE!has!made!available! $6!
billionlin!loan!guarantees!for!wind!projects,!whichlcan!guaranteelup!to!80%!of!al project’s!debt!
finance.!'Wel!believe!the!DOE!is!actively!seeking!tolsupport!projects!on!government“owned!land,!
suchlas!WND’s!Mesalexpansionland!re"powering!plan.!!

Iﬂﬂ Loewen, ONDAATIE,
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Consequences!of!new!structure:!! 'Thelkey!points!from!the!new!government!funding!initiatives!
are:!!

e The!availability! of!a! 30%! cash! grant! reduces! overall! project! financing! costs.! | Al tax!
equity!investor!can!now!hold!an!ownership!position!in!a!wind! project!for!5!years!in!
order!to!achievelthelrequired!rate!of!returnlof!12%,!after!which!alllownership!reverts!
to'the!developer.!!

o Thelneed!forlthe!developer'to!split!cashlflows!to!the!tax!equitylinvestorlis!minimalland!
inlsomelcaseslunnecessary.!!

Changes!tolour'model!

Debt/Equity!split:!!'Because!of!the!availability!of!al30%!cash!grant!soon!after!completion!of!the!
project! the! need! for! large! tax! equity! financing! is! reduced.! ! On! Windstar! and! other! future!
California!projects!(except!Mesa),!welare!expecting!a!financing!structure!based!on!60%!20"year!
project! debt,! 30%! mezzanine! debt! financing! and! 10%! equity.! ! The! 30%! mezzanine! financing!
would!be!repaid!upon!project!lcompletion,!leavingla!10%!tax!equity!lcomponent.!'Because!the!tax!
equity!lcomponentlis!smaller,!the!5"year!ldepreciationlavailable!(40%!in!the!firstlyear)lislrelatively!

Mesa! may!not!require!any!equity:! ! 'We!believe! the! Mesa!re"powering!and!expansion! project!
could!belfinanced!almost!entirely!through!debt!and!mezzanine!financing.!!Mesalis!located!in!the!
San!Giorgio!Pass!near!Palm!Springs,!Ca.,!oneloflthe!best!wind!districts!inlthe!US.!!Mesalcurrently!
generates!power!from!1980’s"eralVesta!65!Kw!turbines,!sold!on!alspot!market!basis!to!Southern!
California! Edison.! 'The! plan!has! been!to! re"power! the! projects! using! state"of"the! art! turbines!
which!would!drive!the!capacity!factor!/from!24%!tolover!40%.!Thelnext!stage!'would!beltolexpand!
by!an!additional!20!MW!on!adjacent!land.!'We!believe!l Mesa!would!have!lower!operating!costs!
than!Windstarland!has!theladvantage!of!transmission!connectionlinlplace.!lInladdition,!welexpect!
thatlthe!Mesalproject!could!'benefit/from!the!DOE!loan!guarantee!program,!reducing!the!cost!of!
debt.!

Cost! of! debt:! | IWe! previously! estimated! 6%! interest! for! long"term! debt.! ' We! are! currently!
modeling! 8.5%! twenty"year! debt! facility! for! Windstar! which! we! believe! reflects! the! rate! in!
currentldiscussions!with!lenders.!!'Welarelusing!5.7%!for!lWND’s!other!projects!on!Californialland!
leased!from!the!federal!Bureau!of!Land!Management,lincluding!Mesa'!and!Barstow,!because!we!
believe!they!willlbeleligible!for'DOE!loan!guarantees!that!willlreducelthe!cost!of!debt.!!

Financing!feesland!mezzaninelinterest:!!We'haveladded!firstlyearlfinancing!fees!of!1%!tolthe!20"
year!financing!cost!and!assumed!interest!of! 12%!on!thelmezzanine!debt.! 'This!mezzanine!debt!
would!belinlplacelforlonelyearlor!lessland!would!be!paid!back!from!the!DOE!refund.!!

Power!purchaselagreement:!!Welhavelused!$113.00/MWh!as!the!20"year!power!purchase!price!
for!wind!projects,!in!line!with!the! published! Market! Price! Referent! (MPR)!issued!in!November!
2008! by! the! California! Public! Utility! Commission.! I Bids! at! or! below! the! posted! MPR! rate! are!
considered!reasonable!by!the!state!utility! lcommission!and!do!not!require!further!justification.!!
We'have!used!$105/Mwh!for!Barstow!and!Reef!City!projects!which!arelin!very!early!stages!and!
willlnot!beloperationalluntil!l2013!inlourlestimate.!!!

Iﬂﬂ Loewen, ONDAATIE,
McCuTcHEON Limiren



Western Wind Energy Corp. (WND-TSXV) June 2, 2009 3

Project!Updates!!

Windstar:! !Western! Wind! has! received! al term!sheet! proposal! from! al major! North! American!
financiallinstitution!to!finance!about!60%! of! the! capital! cost! of! the! 120! MW!Windstar! project!
withldebt!at!8.5%.!!Whilelthelterm!sheetlislnon"binding,!WND!management!haslinformed!us!that!
thel!financiallinstitution'has!done!due!diligencelon!the!project!and'has!received!approval!fromlits!
credit! committee.! 'We! believe! that! the! balance! of! the! funding! would! come! from! mezzanine!
financing!(30%!oflthel!total!capital!cost)!and!10%!from!tax!equity.!'We!havelestimated!5%!of!the!
netlcashlflow!willlbelshared!with!theltax!equitylinvestorlover!thelfirst!Slyearsloflthelproject.!!!

Wel!believe!the!conditions!for! closing! of! the! Windstar!financing!can!be!achieved!over!the!next!
few!monthslincluding!!thelfinal!zoninglapprovallby!Kern!County!(expected!this!month),!signing!of!
al 20"year! power! purchase! agreement! with! Southern! California! Edison! (all' forms! have! been!
submitted)!and!a!turbine! supply!agreement! (under! discussion).! I There!are! some! further!legal!
agreements!required!withlalpartner!of!the!Wilderness!transmission!linelin!Tehachapi,!although!
WND’s!access!to!the!line!has!been!ordered!by!the! Federal!Energy!Regulatory! Commission.! lAll!
required!applications!have!been!made!forlinterconnection!to!the! CAISO!(CalifornialIndependent!
System!Operator)!toldeliver!power!to!SCE’s!Vincent!Substation.!!Micro"siting!wind!studies!of!the!
property!have!been!completed.!!Some!additionallindependent!engineering!studies! of'wind!and!
turbinelpropertieslare!required'aslalcondition!of!financing.!!!

Depending!on!the!size!oflturbines!used,!Windstar!may!be!split!into!two!phases,!the!first!phase!
being!80!IMW!and!the!second!40!MW, following!withinlonelyearlofleach!other.!!

Valuation!!

We!re'iterate! our! Buy! recommendation! and! one"year! target! of! $4.10.! 'We! have! divided!the!
NAV!by! the! total! of! 59,146,039! fully! diluted! shares! and! added! back! the! cash! that! would! be!
received! from!exercise! ofl options!and! warrants! at! our!target! price!level! ($27.08! million).! 'We!
havel!further!adjusted!the!NAV!to!reflect!alCanadian!dollar!in!lwhich!the!lstock!is!priced!(currently!
atlabout!US!$0.91).!!

Cost!of!capital:!!'Welhavelused!a!9%!discount!ratelon!Windstar,!8%!on!Mesal(reflecting!allower!
costlofldebt)!and!13%!on!the!twolearly"stage!Californialproperties!(Barstow!and!Reef!City)!which!
arelnotlexpected!to!beloperationalluntil!’2013.!'Onlthellatter!projects!welhavelassumed!al30%!TC!
tax!credit!because!the!cash!grant!may!no!longer!be!available!by!2013.!'We!believe!this!would!
providelsufficient!lreturn!(along!with!depreciation)!solthat!no!cashflow!payout!from!the!project!to!
theltax!lequity!partner!'would!be!required.!!

Welhave!notlincluded'inlourlvaluation:!!!

Ontario! Solar! Projects:! ! Western! Wind! intends! to! develop! !5! solar! projects!in! south"western!
Ontariolranging!in!size!from!8.5!to!10!MW.!The!plan!is!to!sell! power!under!Ontario’s!feed"in!
tariff! for! renewable! energy! (for! projects! under! 10! MW)! at! the! rate! of! $443/MWh.! ! Zoning!
applicationslarelexpected!to!belapproved!within!six!months.!!Propertiesthave!beenlidentified!and!
would!be!purchased!with!mortgage!financing.!!Management!believes!that!the!projects!could!be!
financed!with!alcombination!ofldebt!and!tax!partnerships.!These!projects!will'not!belincluded!in!
ourlvaluationluntil!lmorel!detailed!estimates!oflcapacity!factors!land!financing!costs!larelavailable.!!

Iﬂﬂ Loewen, ONDAATIE,
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Kingman,!Arizona!(Steel! Park):! The!Kingman!Project!is!a! 15!MW!property!fully!zoned!for! wind!
energylon!1,110!acres!lowned!by!WNDlin!Kingman,!AZ.!!Inladdition,!WND!leases!19,051!acres!of!
land!in!Kingman!from!the!Bureau! of! Land! Management!with!estimated!potential! oflup!to! 250!
MW!oflgenerating!capacity.!'There!havelrecently!beenlfourllarge!solar!projectslannounced!in!the!
district!and!the!local! utility!may!upgrade! power!lines!in!the!region,!adding! to!the!value! of! the!
property!forldevelopmentlor!re“sale.!!

Figure!l:!'Western!Wind!Project!Valuation!

Valuation Summary

Total Discount

Expected Est. 20 yr. Capital Rate
Valuation Summary Capacity = Comissioning Power Price Cost $MM Used NAV $(000s)
Project Name
Mesa: Current Ops. and Future Expansion 50IMW 2011 S$114/MWh $115 8% $61,585,798
Windstar 120!MW 2011 S$S114/MWh SO 9% $61,003,279
SteellPark 250!MW n/a $105/MWh n/a n/a SO
Barstow/Californiallnitiative 140IMW 2013 S$105/MWh $322 0% $67,898,067
Ontario!Solar!projects 45.5IMW 2011 S$443/MWh $227 n/a SO
Project NAV $US $US $190,487,144
Cash from Exercise Options and Warrants $27,081,305]
Total NAV $US $217,568,449
Diluted Shares: 59,146,039
NAV per Share ($US) $3.68
Adjustment for $ Canadian $4.09
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Excerpt!/from!American!Recoveryland!'Reinvestment!

Appendix!D!

Act!of12009!
!

SEC.!1603.!GRANTS!FOR!SPECIFIED!ENERGY!PROPERTY!IN!LIEU!OF!
TAX!CREDITS.!

(a) IN GENeraL.NUpon application, the Secretary of the
Treasury shall, subject to the reguirents of this section, provide

a grant to each person who placesenvice specified energy property

to reimburse such person for a portion of the expense of

such property as provided in subsection (b). No grant shall be
made under this section with respect to any property unless such
propertyN

(1) is placed in servicguring 2009 02010, or

(2) is placed in service aft2010 and before the credit
termination date with respect to such property, but only if

the construction of such property began during 2009 or 2010.
(b) GRANT AMOUNT.N

(1) IN ceNeraLNThe amount of the grant under subsection

(a) with respect to any specifietiergy property shall be the
applicable percentage of the basis of such property.

(2) AppLicABLE PERCENTAGENFoOr purposes of paragraph

(1), the term OOapplicable percentageOO meansN

(A) 30 percent in the case of any propertgescribed

in paragraphs (1) through (4) of subsection (d), and

(B) 10 percent in the case of any other property.

(3) DoLLAR LiMITATIONS .NIn the case of property described

in paragraph (2), (6), or (7) of subsection (d), the amount

of any grant under this section with respect to such property
shall not exceed the limitation described in section 48(c)(1)(B),
48(c)(2)(B), or 48(c)(3)(B) of the Internal Revenue Code of 1986,
respectively, with resgget to such property.

(c) TiMe FORPAYMENT oF GRANT.NThe Secretary of the

Treasury shall make payment of any grant under subsection (a)
during the 60-day period beginning on the later ofN

(1) the date of the application for such grant, or

(2) the date the specified energy property for which the

grant is being made is placed in service.

(d) SPEciFIEDENERGY PROPERTY.NFOr purposes of this section,

the term OOspecified energy prgPé@tmeans any of the following:
(1) QuaLiFiep FaciLiTies.NAny qualified property (as

defined in section 48(a)(5)(D) of the Internal Revenue Code

of 1986) which is part of a gliféed facility (within the meaning

of section 45 of such Code) described in paragraph (1), (2),

(3), (4), (6), (7), (9), or (11) of section 45(d) of such Code.

E.
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(e) GRepiT TErRMINATION DATE.NFor purposes of this section,

the term OOcredit termination dateOO meansN

(1) in the case of any spéed energy property which

is part of a facility described in paragraph (1) of section 45(d)

of the Internal Revenue Code of 1986, January 1, 2013,

(2) in the case of any spéei energy property which

is part of a facility described maragraph (2), (3), (4), (6),

(7), (9), or (11) of section 45(d) of such Codenuary 1, 2014

and

(3) in the case of any specified energy property described

in section 48 of such Code, January 1, 2017.

In the case of any property which is described in paragraph (3)
and also in another paragraph of this subsection, paragraph (3)
shall apply with respect to such property.

(f) AppLicaTioN oFCERTAIN RuLES.NIn making grants under

this section, the Secretary ottfireasury shall apply rules similar
to the rules of section 50 of the Internal Revenue Code of 1986.
In applying such rules, if the property is disposed of, or otherwise
ceases to be specified energy @y, the Secretary of the Treasury
shall provide fothe recapture of the apmpriate percentage of

the grant amount in such manner as the Secretary of the Treasury
determines appropriate.

Source:!lUnited!States!Government!Printing!Office!
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