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HIGHLIGHTS
e Consolidation of strengthened scientific and commercial team
e MT survey identifies extension of Tamar Conductivity Zom@rds initial hot rock target zone
e Tasmanian exploration area to be expanaeith new tenement licence
e Zeroing in on the drill target

e Congratulations to Geodynamics on Proof of Concept

o Pacific Regional strategy takes shgggeothermal exploration licences granted in Vanuatu

Team consolidation

During the March quarter weonsolicited the team that will take the company through its next stage of
exploration and commercial development.

Dr Fiona Holgate and Dr Roger Lewis are driving a very structured exploration program in Tasmania.
Theirexperience and skills in geothermal expldavat provides the company with a solid foundation as
we movetowards thedeep drillingstage in the central part of our Tasmanian licence area.

We continue to pursue a disciplineghd measuredapproach to our scientific exploration prograim
order to form a full understanding of the geological and thermal environment in central eastern
TasmaniaWith the high cost of deep drilling we are attempting to mitigate as much of the risk as
possible befor&eommiting to thefinal deep drillocation.

Having spent the last the months learning from our highly qualifiedplorationteam, | am convinced

that our scientificapproach and tenement pedigree offeus amajor project opportunity with strong
commercial upside. There is still much to be learned to refine our apprtmemhanced geothermal
systems development, howevdf KSNBE NBYIF Aya ad0dNRy3 OSNIFAyde Ay
baseloadrenewable power alternative. This is our feewd deliverable.
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Tasmania
Magneto-Telluric survey

Resultsecenty releasal (4 March 2009from our MagnetaTelluric (MT) survefiave provedo be very
encouraging with the apparergouthern extension oé deeplyburied electricallyconductive zone that
was first identified in the Tamar regiofRreviously eferred to aghe Tama Conductivity Zone (TGZhe
boundaries of this feature, which b&eeninterpreted as a brindilled fracture zone were not known
but it was generallyelieved to be a feature of the northern Tamar region. It is now clear thanthjsr
geological fere extends further south direty towards the preliminary gethermal target zone in
centraleastern Tasmanithat has beerrecently identified from our shallow heat flow mapping program
(see releasd 4 April 2009)

Following on from the success of thimrk KUTHEnergyhas now commissionefilirther 3D MT studies
to, in part, confirm the possible continuation of the TCZinto our geothermal target zone. The
intersection ofwhat may bea brine-filled fracture zone with our anomalously high surface heat flow
areacould provide us with very cleaadditional choices for thelocation of our deep driling programg
something we are cautiously optimistic aboutThe coincidence of these two geological featuresld

potentially provide a prdractured

reservoir that may reduce the
development risknherent inengineering
the underground heat exchanger.
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Figure 1: @mar Conductivity Zone (TCZ2),
defined, by recent MT survey,
superimposed oa shallow heat flow
image.The southern extensiasf the TCZ
is heading towards KUTlEnergy2 a
tentative deep drilling target zonésee
Figure 2)

.

Expansion of project area

In the March quarter severalnew heat
flow values were announcedand
combined with previously released heat
flow valuesthis data now defines a large
area (~4170kn?) of high heat flow(>90
mWm?) which is a promisingnew
geothermal province.
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It is clearfrom these findings that thearea ofhigh heat flow extends to the west beyond our existing
tenement boundary (SEL 2622005). We have consequently applied fiew geothermalexploration
licenceover an area of about 4000 Knmmediately adjacent to the western boundary of our current
tenement in order to capture what could benaextension ofthe high heatflow anomalousarea.
Granting of this new tenement (SBE2008)is expected during the next quarter.

Heat flow results

Our shallowdrilling and heat flow estimatioprogram continued through the quarterResults from a
further 10 holes were releasddllowing the completion of the quarted @ April 2009). ie new dataare
consistent with previously released heat flow results ard consistentwith our current geological
model of the areaTheyprovide a clear indication of the existence of a substantial-toamk geothermal
anomaly in central eastern Tasman

The anomalycomprisesan area ofabout
4,170 km? in which there is high crustal
heat flow aboved0 mWm?. It includes an
area of abou20km?® with very high heat
flow above 100 mWni?. Our exploration
plans arenow focusing on a 5km?’ area
in which te zone ofvery highheat flow
coincides with granite buried 3-4 km
deep, as inferred from gravity mapping

This smaller area our Hot Rock Target
Zone, is likely to be further refined to
identify alocationfor future deep drilling
(Fig.2). A range of gephysical methods
will beemployed in this taskver the next
quarter, including a new 3D Magneto
Telluric survey (as noted above) and a
new aeromagnetic surveylhese esults
will be combined with existing dat#o

Depth to top Granite .
mAasly o form the basis fora 3D therma resource

modelin this area

Figure 2. Predicted surface Heat Flow
contours (labelled in mMW#A) overlain
across predicted depth tgranite from
gravity data. Coincidence of high heat
flow (>100mWm?) and relatively shallow
granite (34 km) allow idenfication of an
initial Hot Rock Target Zone.




Geothermal Drilling Program (GDP)

We are preparingto submitan I LILJX A OF G A2y F2NJ GKS &aSO2yR NRdzyR 2
Geothermal Drilling Program, which provides grant funding of up to $7 milliopgcoged geothermal

drilling projects. As advised in our previous quarterly report, KUTh Energy did not submit an application

for the first funding round as we considered it prudent to complete furtlgplorationsurveys and data

analysis toobtain the bes estimate possible of the inferred geothermal resource in central eastern
Tasmania antb identify the ideal location for drilling

The second grant application round will close on 19 June 2009 and given thexqubdationresults

that we haveobtained we will be in a position to lodge a strong application in this round. One of the
aims of the GDIBto assist the demonstration of geothermal energy extraction in a variety of geological
environments. The awarding of successful grants will be basechamhber ofother criteria including:

a) Technical strength of the project including the ability to demonstrate the existence of an inferred
geothermal resource

b) Technical capability and resources available to the applicant

¢) Management capability of the applicant

d) ThelIN2E 2S00 Qa O2y i NRodziAzy (G2 | LRNIF2fA2 2F 20
e) Financial capacity of the applicant

On points a) to d) we are confident of our ability to be able to meet the criteria set by the GDP panel. In
respect to point €) we recognise the difficeltonomic environment and have initiated strategies to seek
2dz0 LRGSYOGArE FEEAFYOS LI NIGYSNB GKIFG gAff LI NIOAOA

Queensland

We remainthe preferred tenderer for two geothermatxplorationlicence areasn Queensland (Fig).

The Queensland government is currently drafting new legislation to administer geothermal exploration
and developmentand, together with othergeothermal companigswe have provided input to this
process. We are expecting that new gdides will be released migear orin the early part of the new
financial yeamhichwill chart our direction from that point.

weipd — Figure 3: Locations of KUThEnergQ a
Aucakan g geothermal exploration tender areas in

Queersland.
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Pacific Strategy

As outlined in pevious reports and announcementg continue to look at geothermal prospects where
we can leverage the sldlbf our team expand our presence in the geothermal sectord develop
pathways to eaitrincome streamsWe do not see that we are limited tosingle Enhaced Geothermal
Systemplay and as our Tasmanian project matures the exploration team will become more available to
apply their skillsto the broader arena ofEGS,Conventional Geothermal Systems (CGS) and Hot
SedimentaryAquifer (HSA) developmis both within and beyondAustralia.

We are also very mindful #fie need for having focusedteam and therefore Dr Graeme Wheller is now
primarily managing the newopportunities inthe Pacific region andther locations under review.Dr
Roger Lewis will continue to play a key role in the initial investigation of projects with strotigegeal
development prospects.

Vanuatu

We are pleased to announce that our Vanuatu subsidiary, KUTh Energy (Vanuatu) Ltd, has been granted

two geothemal exploration licences by the Government of Vanuatu. Tlaesefor three years from 1
April 2009 anchre the first geothermal licences in Vanuatu. Both licences encompass areas kifi2.00
and incorporate known hot springs in the Takara and Teouma afehe @entral island of Efaté-igs4

and5)®

Iy dzI (G dzQa isObcateld ah Effte. t 2 NJi

tAL L

17°30' S

17°50' S

168°20' E

168°30' E

Hydrothermal upflow zone

from 1980s exploration .

{ - Circum-island road

20 km

Takara
Licence

Teouma
Graben

Hot spring
/ - Thermal area

Teouma -
Licence NS

EFATE
Island

__~ Hot springs

168°20' E

168°30' E

17°30° S

Figure4. Locations of new
geothermal  exploration
licences on the island of
Efate, Vanuatu, together
with  significant gee

thermal features.

17°50' S




Figure 5. Steam rising
from mangrove waters
heated by thermal springs
at Takara, northern Efate,
Vanuatu.

Substantial early stage geothermal exploration was carried out on Efate during the 1980s, funded by the

New Zealand Government. This concluded that a lascgée conventional geothermal resource with
temperatures of at least 16a mne/ | LIJSI NE G2 tAS 0St26 (GKS y2NIK:
drilling or further development of the resource occurred due to project economics at that time. These
dynamics ve now changed as a result of advances in exploration and production technology and the

£ ydzl dz D 2d8s8e\dyr¥d8cg dePendence on imported oil for energy generation.

Electricity generation on Efate depends almost entirely on imported dieseldaridg 2008 the retail

base tariff for electricity reached over 70 cents per kWh. While this charge has since decreased with the
recent fall in global oil prices the longer term outlook is for Vanuatu to continue to have among the
62 NI RQa K AtAdésEsaThe hyh G dndldeshisted reach of electricity is a major factor limiting
the economic growth of Vanuatu and the standard of living of its people.

We are currentlyundertaking a moraletailed review ofthe energy market in Vanuatuesults ofwhich

will determine next step options associated with the initial exploration progrdfarlyindications are

that strong support exists from multilateral funding agencies to assist in the development of
commerciallysolid clearenergy projectsn Vanuatu.

Fiji

Our applications for geothermaixplorationlicences in Fijwere advertised for public commemin 19
February. The @day periodfor comment or objectiorhasclosed and we areow waiting for formal
notification of the results.

The Fiji oppontnity is to replace high cost diesel generation to the giidwell agotential supplyto
nearbymining activities.



Figure6: Locations of KUTEnergy a
geothermal exploration licence
application areas in Fiji.

Papua New Guinea

We have applied fothree geothermal exploration licences through our PNG subsidiary KUTh Energy
(PNG) Ltd. Two of the licence areas are on Fergusson Island and theisoiméNest New Britain
province. Regulatory and landowner issues will need to be overcome before ticeseds can be
actively pursued and the compampntinues to consulwith the relevantgovernmentbodies. Initial
approaches to funding agencies haveeh positive but until regulatory issues are resolved we are not
yetin a position to progress these projects.

Proof of Concept established by Geodynamics

A major milestone was achieved by our industry colleagues, Geodynhatdied the end of March 2009
gKSY (KS@& O02YLX SGSR GKSANI tNR2F 2F /2y0OSLIG F2N 9
Cooper Basin.
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geothermalreservoir volume created in hot gréie more than 4 km deep, and the return of the heated

fluid to the surface through a production welteodynamics is now proceeding to its Commercial
Demonstration stage where the heated fluid will be used to generate electricity.

This significant technial achievementrepresents years of dedicated work by Geodynamics and is a

major step towardsdemonstraing i KS O2y a8A RSN} o0t S LRGSYydGAlrt 27F | dza
deliver commercial power. It is a major milestone for all EGS development prqjadisularly for KUTh

EnergRd ¢ & Y| y and shoulde®@iBde pdsitive investment and more rapid progress for our
industry. KUTh Energy congratulates Geodynamics on their success and looks forward to emulating it in
Tasmania.



