








IRON ORE

SOUTH AFRICA

THABAZIMBI JOINT VENTURE
(Aquila Resources Limited 74%)

Northern Cape Province

Drill testing of potential manganese deposits
commenced on the Avontuur prospecting right.
Exploration is focused on two target settings defined
from the interpretation of aeromagnetic data
generated by the Company’s survey and information
from earlier drilling in the area.

Three scout holes drilled in the southern sector of
the tenement established that the stratigraphic
sequence there represented a re-development of the
Kalahari Manganese Field and that there was
evidence for the development of manganese
mineralisation in the Hotazel Formation on the farm
Eersbeqgint.

Two diamond holes were in progress along the
projected trend of the mineralisation at the end of
the Quarter.

Avontuur and Kathu Licence Areas in the Northern
Cape Province

Stratigraphic Succession of the KMF Preserved
on Eersbegint (not to scale)

Late in the Quarter drilling also commenced on the
farm Gravenhage. It is testing the manganese
mineralisation in the Hotazel Formation within the
northern sector of the Avontuur Basin. The first hole
was pre-collared to within 40m of the target zone
and cased off. That hole will continue as a diamond
tail upon re-commencement of drilling this month.

Interpretation of the recently flown aeromagnetics
over the Kathu prospecting right indicates three
possible target settings for drill testing. Further
modelling incorporating data from previous drilling is
required to refine these targets.

Limpopo (Thabazimbi) Province

Geological mapping at project and prospect scales
was conducted on the three tenement areas and
detailed evaluation of iron ore occurrences
commenced on the Klipgat prospecting right.

The initial focus has been on identifying iron ore
concentrations closest to the infrastructure already
established at Thabazimbi. Prospects TH 8 and TH
9 are adjoining targets that occur in the thrust
repeated Penge Iron Formation forming the
Southern Ranges. The prospects were geologically
mapped and grab samples collected from
outcropping mineralisation. A total of 12 scout
percussion holes were completed for 2,205m at TH
8.




IRON ORE

The TH 8 occurrence is a development of the upper
ore zone. Surface grab samples recorded iron
contents of up to 67.3%, but the drilling appears to
have constrained the occurrence to that of a wedge-
shaped, high-grade body bounded by faulting. A
preliminary indication of the tonnage potential can
be made upon receipt and processing of assay
results. The TH 9 occurrence is also within the upper
ore zone. Grab samples from outcrops indicate the
presence of high iron ore grades, with 13 of the 17
samples collected averaging 64.34% Fe; 3.41%
SiO,; 0.82% Al,Os; and 0.02% P. Drill testing of this
target is due to commence early in the next Quarter.
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CORPORATE

CASH RESERVES AND LIQUID INVESTMENTS

Cash reserves and liquid investments total
approximately $229 million at the end of the
Quatrter.

CULLEN RESOURCES LIMITED

On 30 November 2007, the Company subscribed
for a placement of 72 million fully-paid ordinary
shares in Cullen Resources Limited at a price of 10
cents each, representing approximately 13.5% of
its resulting share capital. Cullen Resources
Limited holds a 30% interest in the Mt Stuart Iron
Ore Joint Venture.

BONUS ISSUE

As announced to the ASX on 30 November 2007,
the Company made a bonus issue of one new
share for every five shares held by shareholders
on 12 December 2007. The purpose of this issue
is to reward shareholders for their loyalty and to
encourage greater liquidity in the trading of the
Company'’s shares on the ASX.

LEGAL PROCEEDINGS: AMCI CHANGE IN
CONTROL

The Court of Appeal in Queensland handed down
its judgment on 21 December 2007, dismissing the
Company’s appeal against the decision of the
Supreme Court in respect of the Change in Control
dispute with AMCI.

The Supreme Court had previously found that the
restructuring of the AMCI interests in the Australian
Premium Iron Joint Venture and Belvedere Coal
Joint Venture did not constitute a Change in
Control as defined in the respective joint venture
agreements.

Following a review of the reasons given in the
Court of Appeal judgment with its legal team,
Aquila Resources Limited announced to the ASX
on 9 January 2008 that it intends to seek special
leave to appeal the decision to the High Court of
Australia. Mr Allan Myers QC will continue to
represent the Company in this matter.

SALE OF SURAT BASIN TENEMENTS

On 8 January 2008, Aquila Resources Limited
reported that it had completed arrangements to sell
its interests in two coal tenements in the Surat
Basin, Queensland to Cockatoo Coal Ltd for $1.5
million.

For further information please contact:

Mr Tony Poli
Executive Chairman

Telephone:  (08) 9423 0111

Facsimile: (08) 9423 0133

Email: mail@aquilaresources.com.au
Visit us at: www.aquilaresources.com.au

The information in this announcement, insofar as it relates to Mineral Exploration activities, is based on information compiled by
Geoffrey F Pigott who is a member of the Australian Institute of Geoscientists, and Stuart H Tuckey, who is a member of the Australian
Institute of Mining and Metallurgy, and who have more than five years experience in the field of activity being reported on. Messrs
Pigott and Tuckey are full-time employees of the Company. Messrs Pigott and Tuckey have sufficient experience which is relevant to
the style of mineralisation and type of deposit under consideration and to the activity which they are undertaking to qualify as Competent
Persons as defined in the 2004 Edition of the ‘Australasian Code of Reporting of Exploration Results, Mineral Resources and Ore
Reserves’. Mr Pigott and Mr Tuckey consent to the inclusion in the report of the matters based on their information in the form and

context in which it appears.




Appendix 5B

Mining exploration entity quarterly report

Rule 5.3
Mining exploration entity quarterly report
Introduced 1/7/96. Origin: Appendix 8. Amended 1/7/97, 1/7/98, 30/9/2001.
Name of entity
AQUILA RESOURCES LIMITED
ACN or ARBN Quarter ended (“current quarter”)
81 092 002 769 DECEMBER 2007
Consolidated statement of cash flows
Current quarter Year o date
$ A’O%O (6 months)
$A’000
Cash flows related to operating activities
11 Receipts from product sales and related debtors 12628 19,811
1.2 Payments for: (@) exploration and evaluation (5,357) (7,281)
(b) development (1,984) (3,537)
(c) production (12,168) (23,219)
(d) administration (3,023) (5,987)
1.3 Dividends received - -
1.4 Interest and other items of a similar nature received 788 1,453
15  Interest and other costs of finance paid (856) (859)
1.6 Income taxes paid - -
1.7 Other (service charges) 5 174
) (9,967) (19,445)
Net operating cash flows
Cash flows relating to investing activities
1.8 Payment for purchases of: (@)mineral properties ) )
(b)equity investments (10,320) (13,855)
(c) other fixed assets (234) (276)
1.9 Proceeds from sale of: (a)mineral properties 51,439 77,439
(b)equity investments 42,049 42,771
(c)other fixed assets - -
1.10  Loans to other entities
1.11  Loans repaid by other entities
1.12  Other (provide details if material)
Net investing cash flows 82,934 106,079
1.13  Total operating and investing cash flows (carried forward) 72,967 86,634

+ See chapter 19 for defined terms.
30/9/2001
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Appendix 5B
Mining exploration entity quarterly report

1.13 Total operating and investing cash flows (brought forward) 72,967 86,634
Cash flows related to financing activities
1.14 Proceeds from issues of shares, options, etc. 1,033 1,200
1.15 Proceeds from sale of forfeited shares
1.16 Proceeds from borrowings - -
1.17 Repayment of borrowings (2,147) (2,147)
1.18 Dividends paid - -
1.19 Other
Net financing cash flows (1,114) (947)
Net increase (decrease) in cash held 71,853 85,687
1.20 Cash at beginning of quarter/year to date 47,994 34,160
121 Exchange rate adjustments to item 1.20
1.22 Cash at end of quarter 119,847 119,847

Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the related

entities

1.23 Aggregate amount of payments to the parties included in item 1.2
1.24 Aggregate amount of loans to the parties included in item 1.10
1.25 Explanation necessary for an understanding of the transactions

Current quarter
$A'000

88

Management Fees, Directors’ Fees

Non-cash financing and investing activities

21

22

Details of financing and investing transactions which have had a material effect on consolidated assets and liabilities

but did not involve cash flows

Details of outlays made by other entities to establish or increase their share in projects in which the reporting entity has

an interest

+ See chapter 19 for defined terms.
Appendix 5B Page 2
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Mining exploration entity quarterly report

Financing facilities available
Add notes as necessary for an understanding of the position.

Amount available

Amount used

$A'000 $A'000
3.1 Loan facilities 18,5001 18,500
3.2 Credit standby arrangements 12,8522 12,852
1 - Isaac Plains Coal Project cash advance facility.
2 - Isaac Plains Coal Project financial guarantee facility (Aquila’s 50% interest only).
Estimated cash outflows for next quarter
$A'000
4.1 Exploration and evaluation 7,831
4.2 Development 3,264
Total 11,095

Reconciliation of cash

Reconciliation of cash at the end of the quarter (as shown in the Current quarter Previous quarter
consolidated statement of cash flows) to the related items in the $A'000 $A'000
accounts is as follows.
51 Cash on hand and at bank 18,366 6,696
52 Deposits at call 101,481 41,298
5.3 Bank overdraft
5.4 Other (provide details)

Total: cash at end of quarter (item 1.22) 119,847 47,994

+ See chapter 19 for defined terms.
30/9/2001
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Mining exploration entity quarterly report

Changes in interests in mining tenements

6.1

6.2

Interest at Interest at
Tenement reference Nature of interest (note 2) beginning end of
of quarter quarter
Interests in Iron Ore — Western Australia
{“‘”'”g t P08/508 Expired (Amalgamated) 60% 0%*
riﬂﬁ;ﬂ‘hsed P08/509 Expired (Amalgamated) 60% 0%!
reduced or | P08/510 Expired (Amalgamated) 60% 0%:*
lapsed P08/511 Expired (Amalgamated) 60% 0%*
Interests in Coal - Queensland
mining EPC 1153 Granted 100% 100%
tenements
acquired or
increased Coal — Botswana
P222/2007 Granted 0% 100%
Iron Ore —~Western Australia
E47/1169 Granted 0% 70%?
E47/1170 Granted 0% 70%?
E47/1171 Granted 0% 70%?

1 — These tenements have expired and have been amalgamated with the current E08/1227 which is held by the
Australian Premium Iron Joint Venture (Aquila 50%), pursuant to farm-in arrangements under the West Pilbara —

Red Hill Iron Ore Joint Venture

2 — The % shown represents the iron-ore rights earned by the Australian Premium Iron Joint Venture (Aquila 50%)
pursuant to farm-in arrangements under the West Pilbara — Yalleen Iron Ore Joint Venture

Issued and quoted securities at end of current quarter
Description includes rate of interest and any redemption or conversion rights together with prices and dates.

Total number Number quoted

Issue price per security
(see note 3) (cents)

Amount paid up per
security (see note 3)
(cents)

7.1

7.2

*Preference securities
(description)

Changes during quarter

(@) increases through issues

(b) decreases through returns of
capital, buy-backs,
redemptions

7.3
74

*Ordinary securities

Changes during quarter
(@) increases through issues

(b) decreases through returns of
capital, buy-backs

205,896,974 205,896,974

2,500,668 2,500,668
34,316,162 34,316,162

$1.00 - See Note 7(i)
$0.00- See Note 7(i)

$1.00
$0.00

+ See chapter 19 for defined terms.
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Mining exploration entity quarterly report

7.5  *Convertible debt securities
(description)
7.6 Changes during quarter
(@) increases through issues
(b) decreases through securities
matured, converted
7.7 Options (description and Exercise price Expiry date
conversion factor) 7,700,002 See note 6. See note 6.
7.8 Issued during quarter
7.9  Exercised during quarter 1,033,334 $1.00 31 Dec 2007

7.10 Expired during quarter

7.11 Debentures (totals only)

7.12  Unsecured notes (totals only)

+ See chapter 19 for defined terms.
30/9/2001
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Compliance statement

1 This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Act or other standards acceptable
to ASX (see note 4).

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

.-'-'-:-/--F-
Sign here: Date: 30 January 2008
Director

Print name: Tony Poli

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 wanting to disclose additional information is encouraged to do so, in a note
or notes attached to this report.

2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. If the
entity is involved in a joint venture agreement and there are conditions precedent
which will change its percentage interest in a mining tenement, it should disclose the
change of percentage interest and conditions precedent in the list required for items 6.1
and 6.2.

3 Issued and quoted securities. The issue price and amount paid up is not required in
items 7.1 and 7.3 for fully paid securities.

4 The definitions in, and provisions of, AASB 1022: Accounting for Extractive Industries
and AASB 1026: Statement of Cash Flows apply to this report.

5 Accounting Standards ASX will accept, for example, the use of International
Accounting Standards for foreign entities. If the standards used do not address a topic,
the Australian standard on that topic (if any) must be complied with.

6 Securities issued but not quoted as at 31 December 2007.

Number Issued Type Expiry Date
2,150,002 Options 31 December 2008
550,000 Options 31 August 2010
5,000,000 Options 31 December 2010
7 Oridinary shares — increases during the quarter:

i) 1,033,334 options were exercised during the quarter that converted to 2,500,668
ordinary shares as a result of the holder’s entitlement to bonus issues.

i) Bonus issue, at no consideration, for one share for every five shares held.

+ See chapter 19 for defined terms.
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