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DIRECTORSOREPORT

Half year ended 31 December 2008

Your directors submit their report for the half-year ended 31 December 2008.

DIRECTORS

The names of the Companyds diyeaeand untl the date of this fepot @me ad ur i ng
below. Directors were in office for this entire period unless otherwise stated.

John Bishop (Chairman)

Stephen Bartrop (Non-Executive Director)
Paul Broad (Non-Executive Director)
George Miltenyi (Non-Executive Director)

David McDonald (Managing Director) i commenced 5" January 2009

REVIEW AND RESULTS OF OPERATIONS

The net result of operations after applicable income tax expense for the half-year was a loss of $465,162
(2007 7 loss $556,019).

Operational Review

During the period under review, KUTh Energy has been very active in the development of the Tasmanian
tenement and in the exploration for new potential geothermal sites in Queensland and the Pacific Region. A
summary of some of the key activities is contained below.

Tasmanian Project

What are we targeting?

We want to identify the hottest granites at the shallowest depth with the best insulating cover in the rocks
above the granite. Ideally we would like the location to be close to the electricity grid to facilitate ultimate
connection to the state and (through Bass Link) to the National Electricity Market (NEM).

What is our objective?

We want to develop the Tasmanian site into a geothermal power play based on an Enhanced Geothermal
System (EGS). OQur focus being to extr aabovelgreundturdineso m de e
to generate renewabl emis§ilBafteee Loado power

What progress are we making?

Active development has continued across the tenement during the six month period. By 31* December the
company had completed the drilling of 36 holes to an average depth of 250 metres and has conducted heat
flow measurements on 21 of these holes. Drilling of the shallow heat flow program is now complete. Data
collection for heat flow estimation in the outstanding holes is ongoing and expected to be completed in the
current quarter. This data will provide us with a good data base for narrowing down our potential deep drilling
location.

The following map provides a snapshot of the drilling completed and temperatures collected at 31 December
2008.

2 KUTH ENERGY LIMITED



DIRECTORSOREPORT (CONTINUED)
Half-year ended 31 December 2008
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In addition to the above the company commissioned a magneto telluric (MT) survey to be conducted over
selected areas of the tenement to confirm the existence and extent of the Tamar Conductivity Zone (TCZ).
The TCZ is a geological feature which has been attributed to the presence of brine within a permeable
fractured system. Areas where the TCZ is found to be associated with high heat flow may therefore be
significant targets for geothermal development.
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DIRECTORSOREPORT (CONTINUED)
Half-year ended 31 December 2008

Data collected to date from drilling operations has been encouraging and is narrowing down an area of
particular interest to the company of approximately 4000 square kilometres indicated in Figure 1. We have
elected to apply for additional lands to the west of this area to increase what is already looking like a large
area of high heat flow. In November 2008 we applied for SEL 57/2008 covering an additional 4,000 square
kilometres.

The government grant program to support deep geother m
required Round One applications to be lodged in early January 2009. The decision was taken not to lodge an

application for round one of the GDP. We believe that the company will be in a much stronger position to

submit a targeted application in Round Two which opens in April 2009.

Queensland Geothermal Project

As noted in previous reports KUTh Energy is the preferred tenderer for two geothermal permits in
Queensland. The Queensland government has advised that they will be implementing new legislation for
geothermal exploration tenements during the first half of 2009 and at that point we will have a clearer picture
on the rules and regulations for successful tenderers.

Pacific Region

The Company has continued its policy of investigating Conventional Geothermal Systems (CGS) in the
Pacific Region. This strategy is largely based on looking at renewable clean energy systems that can replace
the existing diesel systems and to also provide a platform for energy growth in the future. While the pressure
on oil prices has come down in recent months the fact remains that reliable energy supply is a key
component of growth for these nations and the dependence on unstable imported oil pricing for power
generation is an issue.

We have applied for several leases in Fiji, Vanuatu and Papua New Guinea with a view to identifying sites
with best potential for early commercialisation. If the right site can be secured and the market economics
established these geothermal plays could provide a faster path to power generation and consequent
revenues to the Company. This could provide a good balance to the much larger EGS program being
developed in Tasmania.

Underpinning the Management Team

During the period under review the Directors have acted to underpin the management team to provide a solid
platform for project implementation and growth.

Our Chief Operating Officer Malcolm Ward resigned in August 2008 after taking the company through the
important initial public offering and putting in place the start of the exploration program in Tasmania. The Board
appreciated Ma lnam tom@isnerd tardughctrastpthase.

David McDonald was appointed as Managing Directors at the Annual General Meeting of the Company on 20"

November 2008 and will take up his new role on 5" January 2009.

Dr Fiona Holgate was also recruited and will take up employment on 19" January 2009. Her past experience in the
geothermal sector is a strong addition to the management team.

FINANCIAL
As at 31% December the Company had $2,878,868 in the bank.

The Company also has in place a Commonwealth Government REDI Grant of $1,800,000 which can be
drawn down against identified exploration expenditure
as the Tamar Conductivity Zone (TCZ). This grant represents a fifty percent contribution by REDI against the
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Half-year ended 31 December 2008

TCZ project expenditure. As at 31% December the company has identified $449,596 as REDI funds
reimbursable against this project to which REDI has already advanced $261,465.

On 20™ November 2008 the shareholders approved the issue of 416 666 shares to Non Executive Directors
covenng Directors Fees payable for the period 1% July 2008 to 30" June 2009. These shares were issued on
20™ November 2008 and the value of the Shares issued have been recognized as expenses in the financial
statements resulting in an increase in Directors Benefits expense of $50,000 for the December 2008 half
year.

SUBSEQUENT EVENTS

Other than the commencement of two key staff in January 2009, as noted above, the directors are not aware
of any significant changes in the state of affairs of the Company occurring since the end of the half-year.
AUDI TOR6S | NDEPENDENCE DECLARATI ON

The auditorés independence declaration as required un
attached to this report.

Signed at Sydney, 10™ March 2009, in accordance with a resolution of the directors.

/ 7
//W/’

DAVID MCDONALD
Managing Director (w.e.f 5" January 2009)
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We declore thot Lo the best of our knowledes and belief, during the half year ended 31 Docarnber, 2008
thare have bhean;

i Mo cantraventions of avditar independence requirements as set out in the Corparations Act 2001
in ralztion to the audit, and

ii. Mo contraventions of any applicable code of professional conduct in relation to the audit.

Yours failhlully,
BARMES DIOWELL JAMES

Chrlared Accountanis

A0 DOWELL
Fartner
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INCOME STATEMENT

Half-year ended 31 December 2008

REVENUE FROM ORDINARY ACTIVITIES

Administration expenses

Audit services

Consultant expenses

Depreciation expense
Directorsé6 fees
Exploration expenditure written-off
Occupancy expenses

Share based payments

Share based payments i Options

Travel and accommodation

Other expenses from ordinary activities

LOSS FROM ORDINARY ACTIVITIES BEFORE
INCOME TAX EXPENSE

INCOME TAX EXPENSE RELATING TO
ORDINARY ACTIVITIES

LOSS FROM ORDINARY ACTIVITIES AFTER
INCOME TAX EXPENSE

NET LOSS ATTRIBUTABLE TO MEMBERS OF
KUTh ENERGY LIMITED

TOTAL REVENUES, EXPENSES AND VALUATION
ADJUSTMENTS ATTRIBUTABLE TO MEMBERS OF
KUTh ENERGY LIMITED AND RECOGNISED
DIRECTLY IN EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN THOSE
RESULTING FROM TRANSACTIONS WITH OWNERS
AS OWNERS ATTRIBUTABLE TO MEMBERS OF
KUTh ENERGY LIMITED

Basic loss per share (cents per share)

Diluted loss per share (cents per share)

Note 31 Dec 2008 31 Dec 2007
$ $

2 115,002 128,738

(216,830) (157,688)

(6,250) (7,790)

(115,821) (33,300)

(2,455) (262)

5 (52,459) (125,000)

4 - (3,386)

(10,280) (11,672)

5 - (250,000)

- (30,833)

(45,035) (37,042)

(131,034) (27,784)

(465,162) (556,019)

(465,162) (556,019)

(465,162) (556,019)

(465,162) (556,019)

0.009 0.010
0.009 0.010
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BALANCE SHEET

at 31 December 2008

CURRENT ASSETS
Cash and cash equivalents

Receivables

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Tenement security deposits
Security deposits

Plant and equipment

Deferred exploration and evaluation expenditure

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Other - loan
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY
Issued capital
Reserves

Accumulated losses

TOTAL EQUITY

31 Dec 08 30 Jun 08
$ $

2,878,878 4,193,384
193,671 180,445
3,072,549 4,373,829
84,250 84,250
50,000 50,000
22,094 24,549
2,673,473 1,958,737
2,829,817 2,117,536
5,902,366 6,491,365
557,253 740,715
557,253 740,715
557,253 740,715
5,345,113 5,750,650
6,687,279 6,637,279
38,788 29,163
(1,380,954) (915,792)
5,345,113 5,750,650
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STATEMENT OF CASH FLOWS

Half-year ended 31 December 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Payment to suppliers and employees
Other income

Interest received

NET CASH FLOWS (USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of plant and equipment

Expenditure on mining interests (exploration)
Tenement security deposits

Other security deposits

NET CASH FLOWS (USED IN) INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares
Equity raising expenses

Repayment of borrowings

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH HELD
Add opening cash brought forward

CLOSING CASH CARRIED FORWARD

31 Dec 2008 31 Dec 2007
$ $

(770,390) (106,591)

5,502 -

166,362 53,010

(598,526) (53,581)

- (625)

(715,980) (415,527)

- (50,000)

- (20,000)

(715,980) (486,152)

- 5,824,000

- (267,224)

- 5,556,776

(1,314,506) 5,017,043

4,193,384 500,512

2,878,878 5,517,555
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STATEMENT OF CHANGES IN EQUITY

Half-year ended 31 December 2008

Attributable to the shareholders of
KUTh Energy Limited

Issued Accumulated Reserves Total
Capital Losses $ Equity
$ $ $

AT 1 JULY 2007 705,504 (109,688) - 595,816
Loss for the period - (806,104) (806,104)
Cost of share based payments
taken directly to Equity 30,833 30,833
Foreign currency translation
reserve (1,670) (1,670)
Issue of share capital, net of
transaction costs 5,931,775 - 5,931,775
AT 30 JUNE 2008 6,637,279 (915,792) 29,163 5,750,650
AT 1 JULY 2008 6,637,279 (915,792) 29,163 5,750,650
Loss for the period - (465,162) - (465,162)
Shares for Directors fees 50,000 50,000
Foreign currency translation
reserve 9,625 9,625
AT 31 DECEMBER 2008 6,687,279 (1,380,954) 38,788 5,345,113

10

KUTH ENERGY LIMITED



NOTES TO THE HALF-YEAR FINANCIAL STATEMENTS

31 December 2008

1. BASIS OF PREPARATION OF THE HALF-YEAR FINANCIAL REPORT

The half-year financial report does not include all notes of the type normally included within the annual
financial report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the Company as the full financial
report.

The half-year financial report should be read in conjunction with the annual financial report of KUTh Energy
Limited as at 30 June 2008.

It is also recommended that the half-year financial report be considered together with any public
announcements made by KUTh Energy Limited during the half-year ended 31 December 2008 in accordance
with the continuous disclosure obligations arising under the Corporations Act 2001.

(a) Statement of Compliance

The half-year financial report is a general-purpose financial report, which has been prepared in accordance
with the requirements of the Corporations Act 2001, applicable Accounting Standards including AASB 134
filnterim Financi al Reportingo and other mandatory

The half-year financial report has been prepared on a historical cost basis and available-for-sale financial
assets that have been measured at fair value.

For the purpose of preparing the half-year financial report, the half-year has been treated as a discrete
reporting period.

The half-year financial report complies with Australian Accounting Standards, which include Australian
equivalents to International Financial Reporting Standards ('AIFRS'). Compliance with AIFRS ensures that
the half-year financial report, comprising the financial statements and notes thereto, complies with
International Financial Reporting Standards ('IFRS").

(b) Basis of consolidation

The consolidated financial statements comprise the financial statements of KUTh Energy Limited (KUTh or
the ACompanyod) and its subsidiaries (Athe Groupbo)

The financial statements of subsidiaries are prepared for the same reporting period as the parent company,
using consistent accounting policies.

Adjustments are made to bring into line any dissimilar accounting policies that may exist.

All inter-company balances and transactions, including unrealised profits arising from intra-group
transactions, have been eliminated in full.

Subsidiaries are fully consolidated from date on which control is transferred to the Group and cease to be
consolidated from the date on which control is transferred out of the Group.

(c) Significant Accounting Policies

The half-year financial statements have been prepared using the same accounting policies as used in the
annual financial statements for the year ended 30 June 2008.

2. REVENUE FROM ORDINARY ACTIVITIES

31 Dec 08 31 Dec 07

$ $
Interest received 1 other persons/corporations 109,500 128,738
Other income 5,502 -
Total 115,002 128,738

11 KUTH ENERGY LIMITED
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NOTES TO THE HALF-YEAR FINANCIAL STATEMENTS (CONTINUED)

3. RECEIVABLES - CURRENT

Interest receivable

REDI Grant Receivable
Refund for GST paid
Tenement fee prepayment
Other

Other receivables

4. NON-CURRENT ASSETS

Deferred exploration and evaluation expenditure

Costs brought forward
Costs incurred during the half-year
Expenditure written off during the half-year

Costs carried forward

5. ISSUED CAPITAL

Share capital

1 July 2007
IPO share issue 23,296,000 on 17 September 2007

Issue of 1,000,000 shares to Malcolm Ward on 17 September 2007

(See Note i)

Issue of 416,666 shares to directors on 31 December 2007 (See Note ii)

Share issue costs of IPO

Issue of 416,666 shares to directors on 20" November 2008 (See

Note iii)

54,096,451 ordinary shares fully paid (30 June 2008 i 53,679,785)

Notes:

0] Issue of shares as per Prospectus dated 31 July 2007

31 Dec 08 30 Jun 08

$ $
2,362 60,575
82,931 -
78,412 117,335
28,430 -
1,536 2,535
193,671 180,445
1,958,737 100,584
714,736 2,081,297
- (223,144)
2,673,473 1,958,737
6,637,279 705,504
5,824,000
250,000
125,000
(267,225)

50,000

6,687,279 6,637,279

(i) In payment of Directors fees for period of 13 months from 30 May 2007 to 30 June 2008 as approved

by Shareholders on 29 November 2007.

(i) In payment of Directors fees for period of

Shareholders on 20 November 2008.

6. CONTINGENT ASSETS AND LIABILITIES

1% July 2008 to 30™ June 2009 as approved by

Since the last annual reporting date, there has been no change in any contingent liabilities or contingent

assets.

7. SEGMENT INFORMATION

The Company operates predominantly in the one business segment and in one geographical area, namely
Australian geothermal exploration and development. Some small expenditures in relation to identifying
potential business opportunities in the Pacific region have been incurred but are not material and have been

allocated against general overheads.

8. SUBSEQUENT EVENTS

No event has occurred subsequent to 31 December 2008 requiring disclosure in, or amendment to, these

financial statements.
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DIRECTORSODECLARATION

In accordance with a resolution of the directors of KUTh Energy Limited, | state that:
In the opinion of the directors:
a) the financial statements and notes of the Company:

i) give a true and fair view of the Companyés finan
performance for the half-year ended on that date; and

ii) comply with Accounting Standard AASB 134 dflnteri.
Regulations 2001; and

b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable.

On behalf of the Board

7/
i

DAVID MCDONALD
Managing Director

Sydney, 10" March 2009
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INDEPENDENT REVIEW REPORT
BARNES DOWELL JAMES

Incorporating P J Hennessy & Co

CHARTERED ACCOUNTANTS

Partners North Sydney
C H Barnes FCA Level 13, 122 Arthur St
A J Dowell CA North Sydney NSW 2060
MW James CA
B Kolevski (Affiliate ICAA) Manly
M Galouzis CA Level 5, 22 Central Ave
Manly National Building
Associate Manly NSW 2095
M A Nakkan CA
Correspondence
Consultant PO Box 1664
P J Hennessy FCA North Sydney NSW 2059
Telephone
{02) 9956 8500
Facsimile
(02) 9929 7428
Email:

bdj@bdj.com.au

INDEPENDENT AUDITOR’S REVIEW REPORT TO THE MEMBERS OF KUTH ENERGY LIMITED
Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of KUTh Energy Limited and Controlled
Entities (the consolidated entity) which comprises the balance sheet as at 31 December, 2008, and the
income statement, statement of changes in equity and cash flow statement for the half-year ended on that
date, a statement of accounting policies, other selected explanatory notes and the directors’ declaration.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the consolidated entity are responsible for the preparation and fair presentation of the half-
year financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility inciudes establishing and
maintaining internal controls relevant to the preparation and fair presentation of the half-year financial
report that is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Qur responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review of
an Interim Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on
the basis of the procedures described, we have become aware of any matter that makes us believe that the
financial report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of
the consolidated entity’s financial position as at 31 December, 2008 and its performance for the half-year
ended on that date; and complying with Accounting Standard AASB 134: Interim Financial Reporting and the
Corporations Regulations 2001. As the auditor of KUTh Energy Limited and Controlled Entities, ASRE 2410
requires that we comply with the ethical requirements relevant to the audit of the half year financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is

L
|

Liability limited by a scheme approved under Professional Standards Legislation Website: WWW-bdj-Com.aU
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INDEPENDENT REVIEW REPORT (CONTINUED)
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