October 30, 2006

TRI-STATE CAPITAL RESEARCH REPORT

SOUTHRIDGE ETHANOL, INC. (OTC BB:SORD)

Website: http://WWW.sou'FhridgeethanoI.com Recent Price: $185
Romark7@aol.com Exchange : US-OTC Bulletin Board
(917) 345 9894 Contact: ir@southridgeethanol.com Target Price: $325

sPECULATIVE BUY RATING

Rising Demand for Ethanol as Gasoline Additive

Company Overview

Southridge Ethanol, Inc.

3625 N. Hall St. | "#l$ "%
Suite 900 Co " (g
Dallas, TX 75219 % '$ ( ’ % )( $( @"
Unites States of America %% C %% S & % ' &
Tel: (214) 347 9473 % L ( & & "
Toll Free: (877) 729 3835 + & & % & &
% - ( & " & #& % % & %
-/
& $( % + %
Southridge %o o (s
&+ % " + 1
Ethanol Inc. @ T L s
$ % + " + & %
SOUTHRIDGE ETHANOL INC ! & & "% " ( & " #&
(all figures in millions) % % & % & =l
&% % ! 0& 1 'O)*
5_2 Week Hi/Lo Range 1.89/1.25 + % 2/ & % & - oy
Fiscal Year End 31-Aug 00 01#
Shares Outstanding (10/3/2006) 51.7 $ &&" ( $ * '
Float (approximately) NA % ( 3$ oy 41% $" -20
Share price (10/09/2006) 1.850
Market Capitalization 95.6 2 3%4 $ 23-
Average Volume (3 months) NA $ % -0 5 3% %
Insider Ownership(approximately) 58% & "56
Institutional Ownership NA
Enterprise Value (EV) 95.64 6 7
Long Term Debt (05-31-06) 0.000 % $ & # ($ & "7 P
Total Cash (05-31-06) 0.008 & % " 8 ( " && &
0
e 2 e " o ’
FY2006 E_| FY2007 E 5 & & $; 20 .-/
Earnings Per Share (EPS) -0.004 $ 8 )/ o 5
Book Value ($/share) -0.002 ( %" 9 , & #* $ +
0
FY2006 E | FY2007 E ( " (
Total Revenue 11.50 ( * % ( +
Cost of Sales 9.400
Gross Profit/Loss 2.100 : ( ( & * ( $ !
Operating expenditures 1.495 % " 8 ( " $ + I $ % % (
Income/Loss from Operations 0.605 | $ ( + (
Other Expenses 0.800 0, 0,
Tax Items 0.000 $ % &(EL . $ && L
Net Income -0.195 & & % & & (
& <" + % .- &
NA = Not applicable/Not Available. (& & $ % | &
A = Actual Reported figures E = Est imates ) + & 8& % & +%
Balance Sheet & Financial Statement Extracts (05-31  -2006) +( ( % 8 (( ! $ ( 0/; && )
& & " < + %
Current Assbelts 0.009 & % ,- ( & " O=: %
Current Liabilities 0.001 '
& & ! 2.4( & % >5.0 (&
Total Assets 0.009
Total Shareholders Deficit -0.085 ( ? & @ % >240 ( $ & (& $ +
Operating cashflow (9 mo to 5/31) 0.028 A & & ( & BA B
A C BDB% ( #& = 2421
Capital Structure (10-03-2006)
Authorized Common Stock 500 000 000
Authorized Preferred Stock 500 000 000 See Appendix A-1 for Analyst Certification and Impant Disclosures.




SOUTHRIDGE ETHANOL, INC. (OTC BB:SORD) Page 2 of 18
=DB:
<$% 99=<, ¢ $ ( &
% % ) $
>
$ % ?5 g .M >
9 % % & 5 5 > 9
% % @! 6A.™/ < do <,
& > , 2 8 7 %
% 8 7
< M9 , 5 1 0 :
Qg 5 B""™0 QU
5 B" "™ o qpmmmme 5 B""™0
o 5 B""™0 $ < .
< 5
$ % + + & % I & & "%, (
& #& % % & % & -
$C
B AE=B
<< 1. 5 <D
@ % 8 BO1"™ $ 0
1 & % #F '
% + 0% && & - 5 <
& > 5 <,Doum™
$ )y
5 9 >
< 5
$ o <, 5
& 1 1 * ] ? $ 1 &&"
5
< < o<, E % 6 & >2-( ' )% (A E &
5 3 % *#
& E ."00
< < "<, & = D (! 9 & % ( &
<, & ? <, B." "
;< & & % >5.'0--
$ - < 5
o."
H H

-

L - -
W%F
. =y

-
H—C—C— OH
L
H H

E<8S

85% Ethanol

See Appendix A-1 for Analyst Certification and Impant Disclosures.
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- Ethanol Dry Milling Process
(lm Source: American Coalition for Ethanol
Grind _,| Fermentation »|  CO:
l Beler Denalturant
Cook Distillation [120Proof | . [|200Proof | Product | | Fuel
Ethancl Dehydration 7o o) Storage Ethanol
Wheole| stillage
. . . Wet Distillers
— Liquify Centrifugation|—Z—-c Dryer | Dried Grains
l Thin | stillage
. SWUJ
| Saccharify Evaporation
— Distillers Grains
Distillers Solubl >
Enz}rmes Istillers solubles w/ Solubles
THE DRY MILL PROCESS
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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2006 Ethanol Supply & Demand

Current Domestic Capacity Projected 2006 Demand
326,000 b/d 339,000 b/d*

e

Source: Renewable Fuels Associafion Source: Projected based on EIA data

Market Opportunity — Ethanol currently represents | ess than 4% of the US Gasoline Market

% 515
500 326
250
o
h Potential Gasoline
Etharol Taday" il Couacity Ethanol Demand Market
Construction'™ in 2015 in 2015
N r
urce: RFA, September 2006 RFA — Renewable Fuels Association

Includes 2.9 billion gallons of ethanol capaci  ty under construction

Calculated as 10% of the projected 2015 gasolin e market of 163.0 billion gallons (Source : EIA,200  6)

Calculated assuming 600 gallons of ethanol used each year per FFV (Flexi-Fuel Vehicle) and 20% mil eage loss compared to
conventional gasoline.

See Appendix A-1 for Analyst Certification and Imgant Disclosures.



SOUTHRIDGE ETHANOL, INC. (OTC BB:SORD) Page 10 of 18

DBE =
8 $ 5 F
& 5 E" E1#
/0. 8 >
K
5
5
$ 7
? =
(; CD

Ethanol Price Tracks Unleaded Gasoline Price
Ethanol averages more than $0.50 over unleaded (1998 — Present)
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See Appendix A-1 for Analyst Certification and Imgant Disclosures.
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See Appendix A-1 for Analyst Certification and Imgant Disclosures.
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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See Appendix A-1 for Analyst Certification and Imgant Disclosures.
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See Appendix A-1 for Analyst Certification and Imgant Disclosures.
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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