TRI-STATE CAPITAL

KAL ENERGY, INC. (OTC BB:KALG)

Website : http://www.kalenergyinc.com .
Romark7@aol.com Exchange : US - OTC Bulletin Board Recent Price: $1.00
(917) 345 9894 Contact: Cameron Reynolds,+44 207 395 4440 Target Price: $3.30
c.reynolds@mininghouse.com &3>% %

SPECULATIVE STRONG BUY RATING

- - - -
L B Kalimantan Concessions signals Thermal Coal Deposits
93-95 Gloucester Place C 1) .
London ompany overview
W1U 6JQ "4 $" %
United Kingdom e & $ ' ( # " % % )% ## )
Tel: +44 (207) 487 8426 &% % Y& % $ #4,-() #
Fax: +44 (207) 487 8402 % %.$ /0 1 % #$ & %
$ % 3 23 $## % L "% $ %
Vo $ #HOH # % o *HS $
(% ( $ ( 0" #(%S$H # % #
" )Y %#( (S (% ! 3 ,
% % * )
#
1 | i |
"# % " &1 % 4 %
KAL Energy, Inc. . % " %.$/0 % $# #* & !
(all $US figures in Millions) " " | " " | #
52 Week Hi/Lo Range 1.35/0.36 ! # # "
Fiscal Year End 31-May . # # &5 % 67## '# . +8 9 3:
Shares Outstanding (1/16/2007) 97.60 .
Float (approximately) * # 0 +3 $ ## ( % $# #
Share price (03/09/2007) 1.00 . " ) 2<= $## & o o+ T ##
[Market Capitalization 97.6 " $ $"# | >= $ % " #
Insider Ownership 76% " 1 | | nggn "
Institutional Ownership o : :
Enterprise Value 97.51 5/?21><>++ $'%  ( /
Total Debt (11-30-06) 0.000 . $! # " o #
Total Cash (11-30-06) 0.090 o<, 28 " % $# #% | (s # #.
| 05/31/2007 _05/31/2008 I# #1
! " ! * | # ( %
|__FY2007 E| FY2008 E . ok Of O
Earnings Per Share (EPS) 002 002 $$ 4 $ 0OH)NW W #
Reserve Value/share* 3.28 W o
(less liabilties plus cash) : ! # #)> # > (!
( &0 0 ' g1 #
FY2007 E | FY2008 E
Total Revenue 9.400) 3,,&,,, (" "# $$ 3 #(3,@
Cost of Sales 7.520 " = S ## ? ) % # > %
Gross Profit/Loss 1.880 #" (+=
Operating expenditures 2.180 3.290
Net Pre-Tax Profit/Loss -2.180 -1.410 : A# # " )' 0 8-
Tax Expense 0.000 0.000 # 3,@ % % 3,<, * "y
Net Income -2.180 -1.410 <o # ( P " )
NA = Not applicable/Not Available. . " '
A = Actual Reported figures E =Est imates ) " 0 #
# 0 (# " %S % )# $ . #
Mining Reserves (not N-43-101/JORC Compliant) * #0 o | ( 0% # " "HOH#
Coal Reserves - O'Dell estimate 192.0 |(Mt)* " " " "
Gross Coal Price ($/ton) 47.0 &% $B # % ( # # 0 )
Reserve $ Valuation over 25yrs 2926.0 #O0#)% % $ % %# " (# A "#0& % %
Present Value of reserves @ 10% 776.7 ( V#H # % $ $. ! #" 0"
Balance Sheet & Financial Statement Extracts (11/30  /2006) O|# ! $ % $# % SZ/ #E) o $3; . #$$ , ( (Cg?’”E
0 (! 0
Current Assets 0.0111 # 8% o A'#0 % % # " #
Current Liabilities 0.0557 " 3, @& ) HH' (# oO# HH# ) %
Total Assets 0.1150 . _
Total Shareholders Equity 0.0593 0 )##'0 =3>).%%
Operating cashflow(6mo 11/30) -0.1007 ! 4 1F4 1
449/ 17 1($ >"% * +@>3,
Capital Structure (11-30-2006)
Authorized Common Stock 100 000 000

See Appendix A-1 for Analyst Certification and Impant Disclosures.
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Table 2.1, Stratieraphy of the Kutai Basin
Epoch Division | Map Ref Facies Formation
Holocene Qa Alluvium
Pleistocene Tpkb Mixed with lignite Kampung Baru
Pliocene - - - - - -
Late Tmbp Mixed with lignite/coal Balikpapan
uncontormity
Middle Tmphb Sandstone and mixed, with coal. | Palau Balang Tmm
Miocene Tmm Tmm — andesite Maragoh
uncontornuty
Early Tomp Sandstone and mixed, with coal Pamaluan
Late
Oligoce ne unconformity
Early Toty Mixed with lignite/coal Tuyu
Eocene - - - - - -
iMote, Map Ref indicates the annotation on the Geological Survey of Indonesia Publications)
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Table 3 Block 16, Coal Analyses
Block 16, Coal analyses
- ] Gross
T™- : Ash Volatile Fixed Total HGI-
;‘3 f:mg:} Moisture '20'5;:1':}& %o - Matter | Carbon | Sulphur | c{;{k HardGrove
% -ar e adb Y- adb | %- adb Y- adb - aﬂbg inclex
BY 1 11.1 7.9 0.3 42.2 49.6 017 6339 42
BY 02 15.4 9.9 0.6 41.0 48.5 016 EV05 44
BY 03 13.2 10.5 1.1 40.6 47.8 017 €723 47
BY 05 14.9 12.3 12.3 33.2 42.2 070 5603 45
BY 06 31.9 20.0 4.1 44.4 31.5 0.30 5629 &
BY 07 26.7 23.1 1.0 40.3 35.6 0.15 5418 =3
TRBO1-A 12.9 106 n.a 40.6 48.0 0.24 E857 44
TRBO1-B 11.4 8.7 1.4 43.1 45.8 0.15 E9E5 48
TRBO2-A 16.8 11.4 1.3 38.9 48.4 a7 6461 44
TRECZ-B 18.2 13.6 13.4 7.6 35.4 0.10 5968 45
TRBOZ2-C 20.2 13.1 2.0 38.4 4E6.5 0.20 5963 47
TRBO3-A 16.1 10.3 2.4 38.1 43.2 0.44 6144 42
S 0.3- 33.2- 31.5- 5418-
d 11.1-31.9 7.9-23.1 13.4 43.1 49.6 0.10-0.70 6965 42-57
Average 17.5 12.7 3.9 39.9 43.5 0.25 6231 47
( Mote — ar = as received, adb = air dried basis)
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Block 24, Coal analyses (Sucofindo)
M- Volatile Fixed Total Gross C\ HGI-
Sample | Moisture | Moisture | Ash % - |[Matter % - | Carbon % {Sulphur % { kcalkg - |Hardorove
Number | % -ar % - adb ailb ailb ailb ailb ailb index
GP 13 M2 28 13 36.6 341 n.1s 4,781 93
GP 25 35.3 236 19 38.4 36.1 014 5,010 a3
GP 29 40 273 a7 ara 309 014 4,395 a6
GP 33 ara 255 0.4 374 36.2 0oy 4,960 7a
GP 55 4249 308 ns 36.3 A 017 4,557 a3
GP B0 35.9 282 1 38.2 326 0.0s 4818 93
GP 09 35.3 301 1089 M3 172 n.1s 3,928 a4
GP 11 445 343 15 35.2 29 n1s 4,281 93
GP 12 452 355 n.s 336 301 013 4,200 56
GP 14 424 337 13 346 304 013 4,339 93
GP 24 33.4 276 4 36.9 35 0. 4 B64 75
GP a1 3.4 331 n.s 36.5 296 016 4,520 aa
GP 59 a0z 308 16 35.2 324 0.1 4,469 67
GP 80 42 322 0.4 375 299 0.09 4515 93
Min 33.4 236 0.4 336 172 n.ov 3928 56
Max 452 355 109 4.3 36.2 0.1 010 93
Average 40.2 30.1 2.2 36.9 30.9 0.1 4,531.2 83.2
Block 24, Coal analyses (Geoservices)
. Fixed Gross Gross
Sample Mo-lil\:tre Moisture | Ash % \ﬁl‘?ttg? Carbon SII?ﬁLr cv Ccv HGI
Number % - ar % - adb - adb % - adb % - % - adb kcallkg | kcal/kg
adb - adb - db
GPEP 01 45.0 13.2 0.8 42,5 43.4 0.18 5,679 6,546 51
GPKS 02 43.8 14.4 2.7 39.5 43.4 0.25 5,444 6,361 59
GPAB 04 42.6 12.0 1.0 47.4 39.6 0.22 6,071 6,896 69
GPIS 03 43.4 14.8 2.7 38.7 43.8 0.26 5,384 6,322 63
Range 42.6- 12.0- 0827 38.7- 39.6- 0.18- 5,384- | 6,322- 51-
43.4 14.8 47.4 43.8 0.26 6,071 6,896 69
Average 43.7 13.6 1.8 42.0 42.6 0.23 5,645 6,531 61
Block 24, Coal analyses (CCl)
Sample ™- Moisture | ASh | Volatile Clz)r(t?gn Total Gg)\is Gg)\js
Number Moisture % - adb % - Matter % - Sulphur keallkg | keallkg HGI
% -ar adb | % -adb adb %-adb | "7 0 ~db
GPAS 01 42.6 12.2 2.0 45.7 40.1 0.20 5,789 6,593 68
GPAS 03 41.9 14.0 2.4 39.8 43.8 0.26 5,452 6,340 73
GPEP 03 43.5 12.3 2.2 43.6 41.9 0.22 5,647 6,439 62
GPIS 09 41.2 12.3 1.4 42.9 43.4 0.28 5,659 6,453 51
Range 41.2- 12.2- 1.4- 39.8- 40.1- 0.20- 5,452- | 6,340- 51-
43.5 14.0 2.4 45.7 43.8 0.28 5,789 6,593 73
Average 42.3 12.7 2.0 43.0 42.3 0.24 5,637 6,456 64
# # |
# | # 0! < 2?1
K 4 ( & 0 & J [
I # ! " 8 #
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Annual Net
Year  Production  Production $ Value Present Value
(million Revenue (millions) PV @ 10%
Tonnes) ($/ton) ($millions)
1 0.2 10 2 1.82
2 1.2 10 12 9.92
3 2.5 10 25 18.78
4 3.7 10 37 25.27
5 5 10 50 31.05
6 7 10 70 39.51
7 9 10 90 46.18
8 11 10 110 51.32
9 13 10 130 55.13
10 15 10 150 57.83
11 15 10 150 52.57
12 15 10 150 47.79
13 15 10 150 43.45
14 15 10 150 39.50
15 15 10 150 35.91
16 15 10 150 32.64
17 15 10 150 29.68
18 15 10 150 26.98
19 15 10 150 24.53
20 15 10 150 22.30
21 15 10 150 20.27
22 15 10 150 18.43
23 15 10 150 16.75
24 15 10 150 15.23
25 15 10 150 13.84
TOTAL 292.6 2926 776.68
Less Phase 1 & Phase 2 Drilling Costs 9.5
Capex to bring Mine into Large Scale Production 100
Net Present Value @ 10% 667.18
Shares outstanding 97.60
$6 min Public Offer Share Dilution @ $1.00 6.0
$100 min Public Offer Share Dilution @$1.00 100.0
Total Shares Oustanding after Equity Offerings
Net Adjusted Reserve Value per Share
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