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Mahalo USA Filesfor Chapter 11 Bankruptcy Protection

CALGARY, ALBERTA —May 21, 2009 - Mahalo Energy Ltd. ("Mahalo" or the "Company") announced that its
wholly owned subsidiary Mahalo Energy (USA) Inc., a corporation organized under the laws of the State of
Delaware ("Mahalo USA") isfiling for Chapter 11 bankruptcy protection under the United States Bankruptcy Code.

As previously announced, management of the Company has been exploring strategic aternatives since the fal of
2008 and has had discussions with a number of interested parties. To date, no satisfactory offers or proposals have
been made and management has concluded that no transaction is likely to take place in the immediate future.

The order permits Mahalo to remain in possession and control of its property, carry on its business, retain employees
and other service providers and continue with its previously announced process to evaluate strategic alternatives
available to the Company, including a sale of Mahalo or its assets.

The Company also announces that it has entered into a financing commitment with Ableco Finance, LLC for debtor-
in-possession ("DIP") financing totaling approximately $2 million for its U.S. subsidiary. These arrangements are
subject to customary approval of the Courts in the United States and will allow the Company to meet current
operating needs, including wages, benefits and other operating expenses.

Mahalo is a junior, unconventional natural gas company, focusing on the development and production of coal bed
methane and shale gas prospects in the United States.

ADVISORY

This news release contains forward-looking information, including estimates, projections, interpretations, prognoses
and other information that may relate to future production, resource potential and/or reserves, project start-ups and
future capital spending, as well as the outcome of proceedings under the Chapter 11 filing. Forward-looking
information contained in this news release is as of the date of this news release. The Company assumes no
obligation to update and/or revise this forward-looking information "except as required by law". Actua results,
estimates, projections, resource potential and/or reserves, interpretations, prognoses and/or estimated results could
differ materially due to changes in project schedules, operating performance, demand for oil and gas, commercial
negotiations or other technical and economic factors or revisions.

For moreinformation, please contact:

Mahalo Energy Ltd.

540, 734 — 7" Avenue SW

Calgary, Alberta T2P 3P8

(403) 451-3500 / Fax: (403) 451-3501

James Burns, President & CEO
Direct: (403) 716-3110
Fax: (403) 451-3501

The Toronto Stock Exchange has not reviewed and does not accept responsibility for the adequacy or accuracy of
thispressrelease.

(Not for distribution to U.S. newswire services or dissemination in the United States. Any failure to comply with
thisrestriction may constitute a violation of U.S. securities law.)



