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For the period ending 31 December 2016

Highlights

e Significant drilling program commences on Woodlark Island;

¢ Kula free carried during next 2 year ($8 million) earn-in period;

e Three drill rigs now active;

e With Kula’s support, land title returned to local Woodlark communities by PNG

Government; and

¢ Significant capital and operating cost savings identified.

Geopacific Resources Ltd (“Geopacific’) committed, in
October 2016, to spend up to $8 million within 24 months
(aiming to achieve the target of a 1.2Moz gold reserve for
the Project) and has taken over all on site management and
costs. As a result of this commitment, Geopacific is entitled
to 5% equity in the Project, which will be delivered to it in
the form of shares in Kula Gold Limited (“Kula”) PNG
subsidiary, Woodlark Mining Limited (“WML”) as soon as
the formal agreements have been signed.

Drill rigs arrive and drilling commences

Work on Woodlark Island has continued under the joint
venture between Kula and Geopacific. Geopacific mobilised
two diamond drill rigs which arrived on Woodlark at the
beginning of December 2016 and the development drilling
program commenced immediately in the Busai deposit area
and continued shortly after in the Kulumadau deposit area.

A third drill rig, a track-mounted RC rig, landed on the island
just before Christmas. The three rigs will deliver a
development drilling program aimed at converting
sufficient Inferred Resources into the Measured and
Indicated categories, which, when combined with improved
economics, may enable the conversion of more resources
into reserves.

With the drilling program well underway and the first drill
samples leaving the project site on the 22" of December
2016, to be processed in Australia, a steady stream of drill
results and other project updates are expected in the first
quarter of 2017.

www.kulagold.com.au

Project engineering progress

Kula completed the original feasibility study in 2012 at the
height of the mining cost cycle. Geopacific is re-basing costs
and is identifying opportunities for significant savings.

In addition Geopacific engaged Mincore to undertake a
strategic plant and infrastructure design and cost review.

The strategic review for Woodlark Island will leverage off
Mincore’s regional project experience to optimise CAPEX
and OPEX costs.

Geopacific is focussed on two aspects of the plant design:

e keeping the footprint of the plant to a minimum,
thereby reducing costs and  minimising
environmental impact; and

e identifying process improvement opportunities,
including optimising plant size and operating cost
efficiencies.

The scope of the strategic plant and infrastructure cost
review by Mincore will include:
e re-costing the original 2012 process plant and
infrastructure on a like-for-like basis;
e identifying process improvement, sizing and
operating cost opportunities; and
e rebasing costs for the project build.

This review will take into account alternative processing

plant options identified by the strategic review of
metallurgical and processing options.
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Return of land to customary landowners

The return of the land, strongly supported by the Company
over the last decade, was celebrated with a land declaration
ceremony at the village of Guasopa, attended by
Government officials and visiting dignitaries from Port
Moresby and Alotau, the capital of the Milne Bay Province.

The official party comprised;

e Hon. Benny Allan, Minister for Lands and Physical
Planning,

e Hon. Titus Philemon, Governor for Milne Bay
Province,

e Hon. Gordon Wesley, Member for Samarai-Murua
District, and

e Jimmy Morona, Chairman of Murua United Clans
Association.

Dignitaries commended WML'’s role in partnering with the
people of Woodlark Island to bring about the development
of the Woodlark Island Gold Project; and for the assistance
afforded to the customary landowners in pursuing the
return of the land to customary ownership.

Tenements

The renewal application for EL1465 is being processed. All
other tenements are active.

Corporate

The Company continues to maintain the corporate costs,
while Geopacific, our JV partner, progresses the
development drilling program and funds all project costs
during the farm-in period. As at 31 December 2016, the
Company had cash of approximately AS0.4 million, and
going forward monthly costs of approximately $40,000.

www.kulagold.com.au
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Background on Woodlark Island Gold Project, PNG

Kula Gold Limited has advanced its Woodlark Island Gold
Project, to the point where it is permitted and ready to
progress to the next stage. The Project is located 600
kilometres east of Port Moresby in the Milne Bay Province,
Papua New Guinea.

Kula’s joint venture partner, Geopacific Resources Limited,
is funding the next $8m of expenditure to earn additional
equity in the Project. Its target is to increase the Project’s
Ore Reserve to 1.2M ounces of gold.

The Project has excellent upside potential through the
conversion of Inferred Resources and numerous nearby
exploration targets within a short distance of the proposed
process plant location.

The Feasibility Study, completed in September 2012,
defined a 2004 JORC Resource of 2.1 million ounces and an
Ore Reserve of 766,000 ounces based on a gold price of
USS$1,200 per ounce. The Feasibility Study defined a Project
with a mine life of nine years based on three open pit mining
areas and a 1.8Mtpa gravity and carbon in leach plant.

The Company’s subsidiary, Woodlark Mining Limited, has
been granted the Environment Permit and the Mining Lease
for the Project.

For further information, contact:
Garry Perotti
Chief Financial Officer

Kula Gold Limited

T: +61 8 6144 0588
F: +61 8 6144 0589

www.kulagold.com.au

Directors

David Frecker Chairman
Louis Rozman
Mark Stowell
Garry Perotti

Registered office

20 Howard Street

Perth, WA 6000, Australia
T:+61 8 6144 0588

F:+ 618 6144 0589

E: info@kulagold.com.au
W: www.kulagold.com.au

Auditor

Ernst & Young

11 Mounts Bay Road,
Perth, WA 6000, Australia
Office: +61 8 9249 2222

Share registry

Link Market Services Limited

Level 12, 680 George Street
Sydney, NSW 2000, Australia
T:1300 554 474 or +61 2 8280 7111

Company secretary

Non-executive director
Non-executive director
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Competent Person Statements

The information in this report that relates to Exploration Results are based
on information compiled by Mr. Lee Spencer. Mr Spencer was the CEO of
Kula Gold Limited until 1 July 2013 and a Non-executive director until 20
July 2016. Mr. Spencer is a Member of The Australasian Institute of Mining
and Metallurgy and has sufficient experience which is relevant to the style
of mineralisation and type of deposit under consideration and to the
activity which he is undertaking to qualify as a Competent Person as
defined in the 2012 Edition of the Australasian Code for Reporting of
Exploration Results, Mineral Resources and Ore Reserves’. Mr. Spencer
consents to the inclusion in the report of these matters based on
information in the form and context in which it appears.

The information in this announcement that relates to the Mineral Resource
estimates for Kulumadau, Busai and Woodlark King is based on information
compiled by Mr. John Doepel, Principal Geologist for Continental Resource
Management Pty Limited (Resource Report, Woodlark Island). CRM has
acted as independent consulting geologist to WML since 2005 and has
undertaken several visits to the island and to the sample preparation
facilities. Mr. Doepel is a Member of The Australasian Institute of Mining
and Metallurgy and has sufficient experience which is relevant to the style
of mineralisation and type of deposit under consideration and to the
activity which he is undertaking to qualify as a Competent Person as
defined in the 2012 Edition of the ’Australasian Code for Reporting of
Exploration Results, Mineral Resources and Ore Reserves’. Mr. Doepel
consents to the inclusion in this announcement of these matters based on
information in the form and context in which it appears.

The information in this announcement that relates to Ore Reserves is based
on information compiled by Mr.Linton Putland, Principal of LJ Putland &
Associates and a consultant to Kula Gold’s 100% subsidiary, Woodlark
Mining Limited. Mr. Putland is a Member of The Australasian Institute of
Mining and Metallurgy and has sufficient experience that is relevant to the
style of mineralisation and type of deposit under consideration and to the
activity which he is undertaking to qualify as a Competent Person as
defined in the 2012 Edition of the ‘Australasian Code for Reporting of
Exploration Results, Mineral Resources and Ore Reserves’. Mr. Putland
consents to the inclusion in this announcement of these matters based on
information in the form and context in which it appears.

Forward Looking Statements

All statements other than statements of historical fact included in this
announcement including, without limitation, statements regarding future
plans and objectives of Kula Gold Limited (Kula Gold) are forward-looking
statements. When wused in this announcement, forward-looking
statements can be identified by words such as ‘may’, ‘could’, ‘believes’,
‘estimates’, ‘targets’, ‘expects’ or ‘intends’ and other similar words that
involve risks and uncertainties.

These statements are based on an assessment of present economic and
operating conditions, and on a number of assumptions regarding future
events and actions that, as at the date of this announcement, are expected
to take place. Such forward-looking statements are not guarantees of
future performance and involve known and unknown risks, uncertainties,
assumptions and other important factors, many of which are beyond the
control of the company, its directors and management of Kula Gold that
could cause Kula Gold’s actual results to differ materially from the results
expressed or anticipated in these statements.

Kula Gold cannot and does not give any assurance that the results,
performance or achievements expressed or implied by the forward-looking
statements contained in this announcement will actually occur and
investors are cautioned not to place undue reliance on these forward-
looking statements. Kula Gold does not undertake to update or revise
forward-looking statements, or to publish prospective financial
information in the future, regardless of whether new information, future
events or any other factors affect the information contained in this
announcement, except where required by applicable law and stock
exchange listing requirements.

www.kulagold.com.au

Woodlark Island Gold Project Mineral Resources
Report as per JORC2004
As of July 2012 at a 0.5g/t Au lower cutoff

Deposit Category Resource Grade Gold
(Mt) (Cut) (Cut)
(9/t Gold) (02)
Kulumadau Measured 5.0 1.78 285,000
Kulumadau Indicated 4.4 1.75 245,000
Kulumadau Inferred 8.6 1.4 375,000
Kulumadau Totals 18.0 1.6 910,000
Busai Measured 3.9 1.54 190,000
Busai Indicated 10.4 1.4 480,000
Busai Inferred 8.8 13 370,000
Busai Total 23.1 1.4 1,040,000
Boniavat Indicated 3.0 1.2 115,000
Boniavat Inferred 1.0 1.8 60,000
Boniavat Total 4.0 1.4 175,000
All Measured 8.9 1.67 480,000
All Indicated 17.8 15 840,000
Al Inferred 18.5 1.4 800,000
Totals* 45.1 15 2,120,000

Note 1: Totals may appear incorrect due to rounding

Note 2: The Busai Indicated Resource includes 0.4Mt @ 1.4/t Au for 20,0000z from
overlying alluvial mineralisation

Note 3: The Busai Inferred Resource includes 0.4Mt @ 1.2/t Au for 15,0000z from
overlying alluvial mineralisation and 3.9Mt @ 0.9g/t Au for 110,0000z from Munasi
(2km southeast of Busai).

Note 4: The Boniavat Inferred Resource includes 0.3Mt @ 3.0g/t for 30,0000z Au
from Watou (1.5km south of Woodlark King).

Note 5: All Resources based on a 0.5g/t gold cut-off grade

Note 6: There have been no material changes to the reported Resources from
what was previously reported under the 2004 JORC code

Woodlark Island Gold Project Mineral Resources
Report as per JORC2004
As of July 2012 at alg/t Au lower cutoff

Totals may appear incorrect due to rounding

Resource Category Resource Au Au Oz
(Mt) Cut (g/t) Cut
Measured 5.1 2.34 385,000
Indicated 7.6 2.5 615,000
Inferred 7.0 2.4 545,000
Totals 19.7 2.45 1,550,000

Woodlark Island Gold Project Ore Reserves
Report as per JORC2004
As of July 2012 at variable lower cutoffs

Totals may appear incorrect due to rounding

Deposit Proved Probable Total
Tonnes | Grade | Ounces | Tonnes | Grade | Ounces | Tonnes Grade | Ounces
Busai 3,283,000 | 2.2 | 233,000 | 2,811,000 | 19 |175000 | 6,094,000 | 2.1 | 408,000
Kulumadau 3,144,000 2.2 223,000 751,000 | 24 59,000 | 3,863,000 2.3 282,000
Woodlark King 704,000 17 39,000 704,000 17 39,000
Kulumadau East 330,000 | 3.7 37,000 330,000 | 3.7 37,000
Total 6,427,000 | 2.2 | 456,000 | 4,596,000 | 2.1 | 310,000 | 10,991,000 | 2.2 | 766,000

The information in the three tables above was prepared and first disclosed
under the JORC Code 2004. It has not been updated since to comply with
the JORC Code 2012 on the basis that the information has not materially
changed since it was last reported.

There has been no change to previously reported gold resources and
reserves and all underlying assumptions remain unchanged. Please refer
to Appendix 1 on the ASX announcement on 23 March 2016 entitled
“Kulumadau Gold Deposit part of Larger System”.
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Kula Gold Limited Mineral Tenements

Project

Tenement

Description

Location

Woodlark Island Gold
Project

EL1172

EL1279

EL1465

ML508

Southern Woodlark
Island

Central Woodlark
Island

Western Woodlark
Island

Central Woodlark
Island

Papua New Guinea

Papua New Guinea

Papua New Guinea

Papua New Guinea

Project

Tenement

Description

Location

Woeodlark Island Gold
Project

Beneficial percentage interests held in farm-in or

LMP89

LMPS0

LMPS1

LMP92

LMP93

MEBS

MEB&

farm-out agreements

Nil

Beneficial percentage interests in farm-in or farm-out

Central Woodlark
Island

Central Woodlark
Island

Central Woodlark
Island

Northern Woodlark
Island

Central Woodlark
Island

Central Woodlark
Island

Central Woodlark
Island

agreements acquired or disposed

Nil

www.kulagold.

com.au

Papua New Guinea
Papua New Guinea
Papua New Guinea
Papua New Guinea
Papua New Guinea
Papua New Guinea

Papua New Guinea
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Appendix 5B

Mining exploration entity and oil and gas exploration entity quarterly report

+Rule 5.5

Appendix 5B

Mining exploration entity and oil and gas exploration
entity quarterly report

Introduced 01/07/96 Origin Appendix 8 Amended 01/07/97, 01/07/98, 30/09/01, 01/06/10, 17/12/10, 01/05/13, 01/09/16

Name of entity

Kula Gold Limited

ABN

Quarter ended (“current quarter”)

83126 741 259

31 December 2016

Consolidated statement of cash flows Current quarter Year to date
SA’000 (12 months)
SA’000
1. Cash flows from operating activities
1.1  Receipts from customers - -
1.2 Payments for
(a) exploration & evaluation (512) (1,491)
(b) development - -
(c) production - R
(d) staff costs (98) (223)
(e) administration and corporate costs (15) (46)
1.3 Dividends received (see note 3) - -
1.4  Interest received 1 10
1.5 Interest and other costs of finance paid - -
1.6  Income taxes paid - -
1.7 Research and development refunds - -
1.8  Other (provide details if material) - -
1.9 Netcash from / (used in) operating activities
(624) (1,750)

+ See chapter 19 for defined terms.
31 December 2016
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Mining exploration entity and oil and gas exploration entity quarterly report

Consolidated statement of cash flows

Current quarter

Year to date

SA’000 (12 months)
. SA’000
2'. Cash flows from investing activities
2.1 Payments to acquire:
(a) property, plant and equipment - -
(b) tenements (see item 10) - -
(c) investments - -
(d) other non-current assets (27) (30)
2.2 Proceeds from the disposal of:
(a) property, plant and equipment - -
(b) tenements (see item 10) - -
(c) investments - -
(d) other non-current assets - -
2.3 Cash flows from loans to other entities - -
2.4 Dividends received (see note 3) - -
2.5 Other (provide details if material) - -
2.6 Net cash from / (used in) investing activities
(27) (30)
3. Cash flows from financing activities
3.1 Proceeds from issues of shares 37 543
3.2 Proceeds from issue of convertible notes - -
3.3 Proceeds from exercise of share options - -
3.4 Transaction costs related to issues of shares, - (22)
convertible notes or options
3.5 Proceeds from borrowings 601 601
(a non-recourse loan from JV partner,
Geopacific Resources Limited, to the
Company's subsidiary, Woodlark Mining
Limited, to fund earn-in expenditure)
3.6 Repayment of borrowings - -

+ See chapter 19 for defined terms.
31 December 2016




Appendix 5B

Mining exploration entity and oil and gas exploration entity quarterly report

Consolidated statement of cash flows

Current quarter

Year to date

SA’000 (12 months)
SA’000
3.7 Transaction costs related to loans and - -
borrowings
3.8 Dividends paid - -
3.9 Other (provide details if material) - -
3.10 Net cash from / (used in) financing activities 638 1,122
4. Net increase / (decrease) in cash and cash
equivalents for the period
4.1 Cash and cash equivalents at beginning of
period 413 1,059
4.2 Net cash from / (used in) operating activities (624) (1,750)
(item 1.9 above)
4.3 Net cash from / (used in) investing activities (27) (30)
(item 2.6 above)
4.4 Net cash from / (used in) financing activities 638 1,122
(item 3.10 above)
4.5 Effect of movement in exchange rates on cash 1 -
held
4.6 Cash and cash equivalents at end of period
401 401
5. Reconciliation of cash and cash Current quarter Previous quarter
equivalents SA’000 SA’000
at the end of the quarter (as shown in the
consolidated statement of cash flows) to
the related items in the accounts
5.1 Bank balances 188 100
5.2 Call deposits 213 313
5.3 Bank overdrafts - -
5.4 Other (provide details) - -
5.5 Cash and cash equivalents at end of 401 413

quarter (should equal item 4.6 above)

+ See chapter 19 for defined terms.
31 December 2016
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Mining exploration entity and oil and gas exploration entity quarterly report

6. Payments to directors of the entity and their associates Current quarter
SA'000
6.1 Aggregate amount of payments to these parties included in 16
item 1.2
6.2 Aggregate amount of cash flow from loans to these parties -
included in item 2.3
6.3 Include below any explanation necessary to understand the transactions included in
items 6.1 and 6.2
Directors fees for the quarter ended 31 December 2016
7. Payments to related entities of the entity and their associates Current quarter
SA'000
7.1 Aggregate amount of payments to these parties included in 4
item 1.2
7.2 Aggregate amount of cash flow from loans to these parties -
included in item 2.3
7.3 Include below any explanation necessary to understand the transactions included in

items 7.1 and 7.2

Office rent, at arms-length terms, paid to a company of which one Kula Gold director is also a
director.

+ See chapter 19 for defined terms.
31 December 2016
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8. Financing facilities available Total facility amount .= Amount drawn at
Add notes as necessary for an at quarter end quarter end
understanding of the position SA’000 SA’000

8.1 Loan facilities - -

8.2 Credit standby arrangements - -

8.3 Other (please specify) - -

8.4 Include below a description of each facility above, including the lender, interest rate and
whether it is secured or unsecured. If any additional facilities have been entered into or
are proposed to be entered into after quarter end, include details of those facilities as well.

9. Estimated cash outflows for next quarter SA’000

9.1 Exploration and evaluation 120
9.2 Development -
9.3 Production -
9.4 Staff costs -
9.5 Administration and corporate costs 20

9.6 Other (provide details if material) -

9.7 Total estimated cash outflows 140

Excluding spend by JV partner direct through WML on a non-recourse basis

10. Changes in Tenement reference and  Nature of Interest at Interest
tenements location interest beginning at end of
(items 2.1(b) and of quarter | quarter
2.2(b) above)

10.1 Interestsin mining
tenements and
petroleum tenements
lapsed, relinquished
or reduced

10.2  Interests in mining
tenements and
petroleum tenements
acquired or increased

+ See chapter 19 for defined terms.
31 December 2016
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Compliance statement

1 This statement has been prepared in accordance with accounting standards and policies
which comply with Listing Rule 19.11A.

2 This statement gives a true and fair view of the matters disclosed.

Sign here: / ................................. Date: ...25 January 2017...................

(Bireeter/Company secretary)

Print name: ....GARRY PEROTTl...cceevveveeeeeenennnn,

Notes

1. The quarterly report provides a basis for informing the market how the entity’s activities
have been financed for the past quarter and the effect on its cash position. An entity that
wishes to disclose additional information is encouraged to do so, in a note or notes
included in or attached to this report.

2. If this quarterly report has been prepared in accordance with Australian Accounting
Standards, the definitions in, and provisions of, AASB 6: Exploration for and Evaluation of
Mineral Resources and AASB 107: Statement of Cash Flows apply to this report. If this
quarterly report has been prepared in accordance with other accounting standards
agreed by ASX pursuant to Listing Rule 19.11A, the corresponding equivalent standards
apply to this report.

3. Dividends received may be classified either as cash flows from operating activities or cash

flows from investing activities, depending on the accounting policy of the entity.

+ See chapter 19 for defined terms.
31 December 2016



