“UTh

QUARTERLY ACTIVITIES REPORT

Period ended 30 September 2009

HIGHLIGHTS
e Completion of Magneto-Telluric (MT) survey across the central Midlands.
e Community consultation in the Midlands
e International Technical Advisory Panel meeting July 2009

e Vanuatu — Stepped up engagement with key stakeholder groups concerning geothermal
development in Vanuatu

- Community consultation with local landowners

- Government meetings re: Climate Change initiatives & with the Energy Regulator

- Dialogue opened with energy retailer

KUTh energy’'s at t e rotussadon thtk completian of thh Klagngtal Tellurtc @WIT)
study in Tasmania and the interpretation of aerial magnetic survey data completed over the main target
drilling location. The combination of these data are key in the identification of the type of geothermal
play that KUTh is targetting. The company also stepped up its activities in Vanuatu to assess the potential
viability of the geothermal resource and the overall feasibility of the project implementation. A summary
of activities during the month by location is incorporated below.

Tasmania

Magneto-Telluric survey

A major focus for the company has been to ascertain the nature and extent of the Tamar Conductivity
Zone (TCZ) as part of our Tasmanian EGS project exploration. MT survey results, previously reported on 4
March 2009, indicated that the TCZ, which has been interpreted as a regional-scale fluid-bearing
permeable fracture system, extends further south than previously anticipated (Figure 1). This feature is
now known to be lying open along strike immediately north of the area of very high heat flow identified
in the central Midlands area, a region which has since been identified as the Charlton-Lemont
geothermal resource (see resource statement released 14 July 2009). Any southward extension of the
TCZ into the area of high heat flow may indicate considerable promise for delivering a unique EGS play
with potentially greater permeability in the reservoir zone.
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A second, large combined MT and time domain electro-magnetic (TDEM) survey has now been
completed across the Midlands area to investigate the possible extent of the TCZ into the area of high
heat flow at Charlton-Lemont (Figure 1). The survey was designed to provide sufficient data coverage to
support a 3D MT model across the geothermal resource. Data collection commenced in May 2009 and,
despite weather-related delays, was successfully completed in August 2009. A total of 160 new MT
stations were collected by contractors Moombarriga Geoscience PL from tenements SEL 26/2005 and SEL
57/2008, along with 210 TDEM records at new and existing MT stations.

MT and TDEM data from 2008 and 2009 will be combined to produce a 3D model of the electrical
conductivity of the crust beneath the southern survey area. Work on this model has been underway
since mid-August and is anticipated to complete in October 2009. The results of this work will map in 3D
any extension of the electrically-conductive TCZ beneath this area, providing information on the
potential for a natural fracture-permeable geothermal reservoir at Charlton-Lemont.
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Aeromagnetic survey

Analysis of data acquired in an aeromagnetic survey across the central Midlands in March 2009 is

expected to be completed in October 2009. Information derived from this survey will improve KUTh

Energy’ s understanding of t he irsuhtingdolarieedager atastrfdce athd st r i b u
the distribution and extent of crustal structures in the Charlton-Lemont area. These analyses will aid in

the interpretation of the upcoming 3D MT model and will contribute to the development and

optimisation of future drill targets.

Geothermal Drilling Program (GDP)

The GDP is a $50 million competitive Australian Government program that awards grants of up to $7
million to geothermal companies for proof-of-concept drilling activities.

In August 2009 KUTh submitted an application to the second and final round of the GDP with the aim of

securing one of five remaining grants. The proposed project centres upon the construction of a Proof-of-

Concept geothermal well doublet within the Charlton-Lemont resource area. Todate, KUTh ' s appl i ca’
has been assessed as eligible and has progressed to full evaluation (announcement 26 August 2009). The

company believes that our progress to date in Tasmania will provide for a strong and competitive

application.

Community consultation

The KUTh Team took to the road on the 22" and 23" September 2009 to engage with the local
community on the next sebtieennsl prajest ér ahe Midldnds df Taswmiartiah K UT h'’
(see announcement 24 September 2009). A series of public meetings were arranged in Oatlands and

Campbell Town to engage with the community on all aspects of geothermal power development and to

provide a forum for answering any questions that the community had in this regard.

Managing Director David McDonald, who accompanied the team, noted that it was very important to
commence an active dialogue with the community to address any questions or concerns that people
may have about the program. Dr Fiona Holgate and Dr Roger Lewis also attended and addressed the
meetings outlining the systematic approach that has been taken to the exploration program and
presenting the options available for the deep drilling program.

These events are anticipated to be the first in a series of meetings which KUTh intends to hold with the
local communities in the vicinity of its geothermal project as part of an ongoing process of engagement
at local, regional and State level.

Queensland

KUTh Energy remains the preferred tenderer for two tenements in North Queensland, EPG 7 and EPG 9.
Following advice received from the Queensland Department of Mines and Energy that the Geothermal
Exploration Permits are proceeding to grant, KUTh Energy paid security deposits and first year rentals for
each of the tenement areas in the previous Quarter. The company is currently still awaiting final
documentation from the Queensland government regarding the granting of these applications. We are
hoping these will be granted in the December 09 quarter so that we can commence preliminary
exploration works.
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Pacific Region
Vanuatu

Activity in this project has stepped up during the quarter. A number of meetings have been held with
stakeholders in the project with a view to engaging early with all players who may benefit or be
otherwise impacted by the project. Dr Graeme Wheller is involved with developing the technical
program for next stage exploration for which planning works have already commenced.

The Company has also been fortunate in being able to access a previous detailed feasibility study that
was completed on the geothermal resource that KUTh is looking at. Although completed in year 2000
there is much data in this document that has supported KUThs initial thinking in respect to the Vanuatu
project.

The political and economic agenda is now much more focussed on climate change initiatives and the
development of indigenous resouces for energy security and environmental management. The Vanuatu
government has been one of the early movers in identifying geothermal as a potential energy resource
and has already implemented legislation to administer geothermal development in the country. In recent
months this has been even further enhanced by the drafting of regulations that will cover the
introduction of the Clean Development Mechanism. Once introduced this will provide KUTh with an
opportunity to earn Carbon Emission Reduction certificates tradeable in international markets.

During the quarter the company has also made efforts to engage with the local community in the vicinity
of the licence area that is being considered for development. It will be important to keep an open
dialogue with the community as KUTh moves through its exploration program. Should the exploration



program be successful, one fortunate aspect of the development will be the initiation of a power source
in the north of the island which until now has had no access to electricity from the grid.

KUTh Energy’s 100% subsi di lasthree terterbehthpplicakiopslpendingt i on  (
approval. Notice has been received from the Fiji Mines Department advising KUTh that objections have

been filed against the tenement applications and seeking further information from KUTh before any

granting of the licenses will be considered. KUTh has involved its advisors in Fiji to investigate the issues

and will spend time in the December 09 quarter trying to resolve any outstanding issues.

Papua New Guinea

It has been previously reported that KUTh Energy’s 100% s ubisas kenar y, K|
advised of at least one objection to our tenement application on West New Britain and furthermore that

the Mining Advisoy Council in Port Moresby is unclear on the status of the legislative framework for

geothermal development in Papua New Guinea. Our application has been registered but at this stage is

not being advanced until some resolution of the legislative framework has been made. Our resident

Director has made enquiries of the Mining Advisory Council in an attempt to advance this matter but to

date progress has been slow.

General and Corporate Activities

Techical Advisory Panel

KUTh convened a meeting of its international Technical Advisory Panel in July with the specific purpose
of reviewing project progress and presenting preliminary data associated with the Tasmanian MT and
Aerial Magnetic surveys. In addition, the Panel participated in discussion and recommendations
surrounding drilling locations and techniques that will benefit KUTh going forward. These meetings are
proving to be an excellent opportunity for high level appraisal of the companys progress and a critique of
areas where further improvement can be achieved and new innovations implemented.

Annual General Meeting

The company held its Annual General Meeting on the 29" September 2009 in Sydney. A presentation
was given to shareholders attending the meeting and a copy of that presentation, with audio support,
has been lodged on the KUTh website.



Cash holdings

At 30 September 2009t he company’ s c a $,883,5/50Ih additiongosthess funasptle at $
company also has a REDI Grant from the Australian government which has an undrawn balance of

$891,515. The REDI funds are earmarked for allocation against the Tamar Conductivity Zone project

which has been outlined earlier in this report. REDI provides funding of 50% of approved expenditures

up to a capped amount of $1.8 million.
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David McDonald
Managing Director
Ph: +61 2 9238 6865

The information in this report that relates to geothermal exploration results is compiled by the staff of KUTh Energyt&td and
respective consultants and supervised by Dr Roger Lewis an employee of Liddington Technology Pty Ltd. Dr Lewis and associates
hold a financial interest in KUTh Energy Ltd.

Dr Lewis has sufficient experience in the style of geothermal play under catisiu¢o qualify as a Competent Person under
the Australian Code for Reporting of Exploration Results, Geothermal Resources and Geothermal Reserves (2008 Edition) and is
member of the Australian Institute of Geoscientatsl abides by the Code of Ethaf that organisation. Dr Lewis has consented
in writing to the public release of this report in the form and context in which it appears.
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Mr Paul Broad (Non-executive Director)

Mr George Miltenyi (Non-executive Director)
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Registered office

35 Smith Street

North Hobart TAS 7000
Australia

Telephone: +61 3 6231 9800
Facsimile: +61 3 6231 9820
Email: info@kuthenergy.com

Website: www.kuthenergy.com

Share registry

Registries Limited

Level 7, 207 Kent Street

Sydney NSW 2000

Australia
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Stock exchange listing
Ordinary shares ASX code: KEN

Issued share capital

At 30 Sept. 2009, issued capital was:
54,921,451 ordinary shares
3,333,333 unlisted options

Substantial shareholders
Victoria & Joe Bishop  13.22%

Roger Lewis 9.69%
George Miltenyi 5.23%
Stephen Bartrop 5.07%
John Bishop 4.84%

Quarterly price activity
KEN — ordinary shares
High: $0.20

Low: $0.11

Last (30.09.09): $0.14
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