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HIGHLIGHTS

¢ Recruitment of Managing Director — David McDonald

e Depth added to scientific team — Dr Fiona Holgate

e Shallow drilling program completed

e MT survey and further surface heat flow results received

e Strong heat flow results indicate new Tasmanian geothermal exploration
province of approximately 4,800 km?

e New conventional geothermal tenements applied for in Vanuatu

The Global Economic Environment

The economic downturn has had its effects across all businesses in Australia and the
renewable energy sector is no exception. Despite this reduced consumer confidence
and pressure in capital markets, the federal government has retained a commitment to
its renewable energy target and the implementation of an emissions trading scheme.
The continued financial support of the geothermal energy sector through such initiatives
as the Geothermal Drilling Program is important to the industry and we hope to see such
initiatives extended with greater assistance in the future.

Worldwide awareness of the effects of climate change continue to be recognised and
the scene has been set for a determined approach by governments to investigate and
implement alternative clean energy technologies — with geothermal energy capacity to
deliver secure and reliable base load supply being a major advantage.

KUTh Energy has remained focussed on its exploration programs and intent on
achieving its goal of delivering world-class renewable energy projects. Our near surface
heat flow results to date provide a positive outlook for our program and with such a
strong scientific team, we move forward with strong expectations.
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Key Management

Managing Director

During the quarter the company finalised the recruitment of David McDonald as its
Managing Director with his commencement on 5" January, 2009. David brings a strong
finance and commercial background to the business and complements the team already
in place. He is no stranger to the commercialisation of Australian technologies from early
start—up stage. His experience in international markets will help to develop new business
opportunities and financing options necessary to establish the corporate platform for
growth.

Dr Fiona Holgate will commence with the company from 19" January, 2009 and
assume responsibility for implementation of the Australian program. Fiona’s background
Phd studies in the Exploration and Evaluation of the Australian Geothermal Resource
followed by her extensive involvement with Geoscience Australia in national resource
estimation and data management, will be invaluable to the company in its development of
the Tasmanian tenement and for future evaluation of other Australian opportunities.

Tenement Development

During the quarter to 31 December 2008 KUTh Energy Ltd (ASX:KEN) continued its
shallow heat flow survey across the whole of its Tasmanian geothermal tenements, and
consolidated its entry into South Pacific countries to explore for Conventional Geothermal
Power (CGP) resources.

Tasmania - SEL26/2005 and SEL45/2007

KUTh Energy Limited has maintained a very active exploration program, which continues
to yield very encouraging results. The focus of the program is to use all scientific
measures to confirm the preferred drilling location, so as to maximise the chances of
success in the deep drilling program.

The shallow heat-flow drilling program over the whole of KUTh Energy’s tenement area
ended in early December with 8 boreholes completed during the quarter. Measurement of
heat-flow in the boreholes by consultants Hot Dry Rocks Pty Ltd also continued during the
quarter. As boreholes are left for three months to thermally equilibrate before heat flow
measurements are taken final results are expected to be complete by 31st March, 2009.

Latest heat flow results are as follows:

Borehole Westbury Perth Nunamara Frankford | Charlton2

Modelled Heat 72+1.3 75+11 | 75+1.1 72+2.2 105.3+£1.9

Flow (mW/mz) (60 + 1.3 at surface) (71 £ 1.3 at surface)
Relative Mod — High High High High Mod - High
confidence
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So far, heat flow results have been received from 21 of the 36 completed boreholes. Of
these, 11 values between 92 and 118 mW/m? define what KUTh Energy regards is a
major new Australian geothermal exploration province extending over 4,000 km? of central
Tasmania (Figure 1).

Most importantly, the province contains a core zone of approximately 650 km? which,
based on an interpretation of regional gravity data by consultant geophysicist Dr David
Leaman, is thought to overlie Devonian granites which are between 3km and 5 km deep.
This zone represents a preliminary target for large-scale enhanced (‘hot rock’) geothermal
energy in Tasmania.
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KUTh Energy has engaged international geophysics consultant, Dr Adele Manzella, to
undertake an interpretation of magneto-telluric (MT) data obtained in September-October
2008 from central and northern Tasmania. This report is due in January 2009 and will
subsequently be evaluated against existing heat flow data. The conclusions of this
evaluation will be reported upon completion in early 2009.

The first round of the Federal Government's Geothermal Drilling Program closes on 5™
January, 2009. KUTh Energy considers it prudent to complete its existing drilling and MT
surveys to most accurately identify a production drilling location prior to lodging a funding
application. Such a comprehensive approach will prevent KUTh Energy from lodging a
first round application, however it will further strengthen the scientific basis of KUTh
Energy’s application, which will be lodged in the next round in second quarter 2009. Such
an approach will also provide for a more effective exploration program across such a large
geothermal area.

Vanuatu

KUTh Energy has submitted applications for two geothermal exploration licences on
Efate, the main island of Vanuatu (Figure 2), through its Vanuatu-incorporated
subsidiary KUTh Energy (Vanuatu) Ltd. Significant exploration for conventional
geothermal energy resources on Efate was undertaken during the 1980s based on
the occurrence of hot springs in the northern and southern parts of the island and the
desire to move Vanuatu away from dependence on high-cost diesel electricity
generation. Recent volatility in oil prices coupled with the greater awareness of
climate change has created a dynamic shift towards further interest in renewable
energy sources.
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KUTh Energy’s planned exploration in Vanuatu is based on changes in the relative
costs of conventional geothermal energy and diesel generation since the 1990s and
an increased dependence on diesel generation in Vanuatu due to market growth and
lack of developed alternative energy supplies.

The two tenement application areas, Takara and Teouma, are each 100km? in area,
the maximum allowed under Vanuatu legislation. The Takara tenement contains a
thermal area of approximately 2km? of shallow hot groundwater and springs. In some
areas, water temperatures approach 100 °C within approximately a metre of the
surface. Geothermal exploration by Geothermal Energy New Zealand Limited
(GENZL), funded by the New Zealand Government, from 1985 to 1987, identified a
possible major hydrothermal up-flow zone below a volcanic area about 7km
southwest of the thermal area. Water chemistry suggested reservoir temperatures of
at least 160-170 °C. Although the zone has never been tested by drilling, this is
considered worthy of further detailed investigation by KUTh Energy.

The Teouma tenement is centred on a geological rift structure about 22 km long called the
Teouma Graben. Hot springs on the western side of the southern part of the graben have
chemical compositions indicating they came from a hydrothermal reservoir with
temperatures of 200-210 °C, possibly the postulated up-flow zone to the north.

Should its applications be granted by the Vanuatu Government, KUTh Energy intends
to apply modern exploration techniques to confirm and refine the earlier results. If
successful KUTh Energy will proceed to commercial discussions with electricity off-
take users and commence exploration drilling as quickly as possible.

FINANCIAL POSITION

At the end of the quarter, KUTh was holding cash or deposits of $.2.9 million.

During the first six months of 2009 the company will complete its major works in
Tasmania and is expected to possess more detailed exploration data on its Pacific
tenement areas. Concurrent with these activities the company will explore commercial
partnerships and other capital raising initiatives to support the program expansion.

For further information please contact:

Mr David McDonald

Managing Director

KUTh Energy Limited

(02) 9238 6865
david.mcdonald@kuthenergy.com
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Corporate Information

Board Members

Dr John Bishop — Chairman

Stephen Bartrop — Non-executive Director
Paul Broad — Non-executive Director
George Miltenyi — Non-executive Director
David McDonald — Managing Director
(effective 5.01.09)

Management

David McDonald — Managing Director
(effective 5.01.09)

Justin Clyne — Company Secretary

Dr Roger Lewis — Project Investigation

Dr Fiona Holgate — Operations Manager —
Australia (effective 19.1.09)

Dr Graeme Wheller — Operations Manager —
SW Pacific

Registered Office

ABN 49 122 751 419

35 Smith Street

North Hobart, TAS, Australia 7000
Telephone: +61 3 6231 9800

Fax: +61 3 6234 3472

Email: info@kuthenergy.com
Website: www.kuthenergy.com

Share Registry

Registries Limited

Level 7, 207 Kent St

Sydney, NSW, Australia 2000
Telephone: +61 (0)2 9290 9600
Fax: +61 (0)2 9279 0664
Website: www.registries.com.au

Stock Exchange Listing
Ordinary shares ASX code: KEN

Issued Share Capital

At 31% December, issued capital was:
54,096,451 ordinary shares

3,333,333 * unlisted options

* (3,000,000 of these options issued 8.01.09)

Substantial shareholders
Victoria & Joe Bishop 13.24%

Roger Lewis 9.71%
George Miltenyi 5.24%
Stephen Bartrop 5.08%

Quarterly Price Activity
KEN — Ordinary shares
High: $0.19

Low: $0.10

Last (30.12.08); $0.135
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