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QUARTERLY REPORT

For the period ended
31 March 2005

HIGHLIGHTS

¢+ COAL

Isaac Plains Coal Project

. Isaac Plains feasibility study due to be completed in the June Quarter;

« Coal specifications show 75% coking/PCI coal and 25% thermal coal
products will be produced;

« Drilling at Isaac Plains South continues to give encouraging results and
extends strike length to 4.5 km;

« Mining Lease application lodged for the Isaac Plains coal resource.

Belvedere Coal Project

« Aquila targets second coal project, the Belvedere Coal Project, in joint
venture with AMCI Holdings Australia Pty Ltd (“AMCI”);

« Substantial underground coking coal resource indicated at the Belvedere
Coal Project;

« Scoping study nearing completion.

¢ IRON ORE
. Establishment of a new iron ore JV with AMCI;

o Establishment of a second joint venture with Helix Resources Limited
(“Helix’);

« Granting of 7 iron ore exploration licences in the western and central
Hamersley Basin region;

. Exploration area now exceeds 3,500 km®.

¢ CORPORATE
Litigation
. Litigation advancing with further documents discovered and awaiting

decision from the Court with respect to application to inspect documents
over which a claim for legal professional privilege has been made;

« Summaries of evidence being prepared.

Cash Reserves

« Cash reserves and liquid investments total approximately $5.9 million as at
31 March 2005.



COAL

Bowen Central Coal JV:
(Aquila Coal Pty Ltd 50%, Bowen Central Coal Pty Ltd 50%)

The operating budget for the 2004/05 fiscal year has been increased to $7.1 million
reflecting the rapid transition of the project status from greenfields exploration to the
development stage during the year.

Isaac Plains - Coal Mine Development

e Feasibility Study

The feasibility study is on track to be completed in the June Quarter 2005. Aquila
has appointed an independent coal consultant so the review process can work in
tandem with the study thereby ensuring there will be no delay in presenting it for
approval by the Board.

e Infrastructure

Agreements for the supply of power and water are expected to be concluded in the
June Quarter.

Documentation has been prepared for the design of the civil engineering works for
the construction of the rail loop, CHPP pads, access roads and dams.
e Coal Quality

Specifications for the range of coal products that will be produced from the Isaac
Plains Coal Project have been finalized. Based on an 80% yield the key
specifications are:

Coking PCl/ Thermal
Semi Coking
Inherent Moisture % (ad) 2.5 2.5 2.5
Product Ash % (ad) 9.0 9.5 15.0
Volatiles % (ad) 26.0 25.0 24.0
CSN >6 2-4 1-2

Coking/PCI coal will comprise 75% of the products, the remainder will be export
quality thermal coal.

e Coal Handling and Preparation Plant (CHPP) Design

During the Quarter the CHPP design work continued. Capital and operating costs
were compared for different plant capacities with the preferred option for a 500-
t/hr plant operating 4 days per week giving an initial coal throughput of 2 Mt pa
with optimal labour costs. This arrangement would allow for increasing
throughput in the future without needing a plant upgrade.




Resource Drilling

A further 39 boreholes (24 chip and 15 cored) were drilled for a total of 2,138 m.
The drilling defined the sub-crop of the Vermont/Girrah seams and infilled minor
gaps in the drill out of the Leichhardt Seam.

Mining Lease

An application has been lodged for a Mining Lease to cover the Isaac Plains coal
resource and the associated infrastructure. The lease application extends north to
the Goonyella to Dalrymple Bay railway and incorporates the planned rail loop
and loading facility. The final EMOS and EAR were lodged with the Department,
and Cultural Heritage field studies have been completed over the lease area.

Exploration Drilling

Drilling continued at Isaac Plains South following on from the encouraging drill
results obtained in the preceding Quarter. 58 holes were drilled (55 chip and 3
core) for a total of 3,783 m. The drill programmes were designed for:

o Resource definition drilling to a 250 x 250 m grid pattern over the shallow
open-pittable coal widening out to a 500 x 500 m pattern at depth.

o Definition of the sub-crop lines for the Leichhardt and Vermont seams along
the 4.5 km strike component of the resource that occurs between the Isaac
River and Cherwell Creek.

The Leichhardt Seam shows an average thickness of 2.8 m in the holes drilled within
this Quarter. The underlying Vermont seam comprises 3 coal plies developed within a
unit of 5.2 m average thickness. Faulting in the northern sector of the deposit brings
the two seams into contact and gives combined coal intersections of up to 10.0 m
thickness.

An open-pittable coal resource at Isaac Plains South could add significant value to the
Isaac Plains project and provide for future mine expansion. Drilling is continuing with
the objective of defining the resource with more certainty and to collect representative
drill core samples for coal quality determination.

Belvedere Coal Project

Background

The Belvedere Coal Project consists of a single tenement covering an area of 325
square km that is located in the southern part of the Bowen Basin. It is well
positioned with regards to all required infrastructure including rail, electricity,
water, roads and local mining communities. A heavy haulage railway line with
transport linkages to the coal export port of Gladstone (a distance of
approximately 180 km to the east) runs from within 4 km on the southern
boundary of the tenement.

Underground coal exploration has been conducted in the project area since the
1960’s using surface drilling and seismic techniques. Renewed interest in the
project was generated by a review of data which had been targeted from 1969 to
1971 with 14 fully cored drill holes and with seismic surveys. A significant



occurrence of premium quality hard coking coal was discovered that was subject
to a feasibility study in 1981 for the establishment of underground mining
operations. The study area was constrained to a 25 square km area by the then
existing tenement boundaries that prevented access to its eastward and up dip
continuity. These tenement constraints no longer apply and while no new coal
exploration has been conducted in almost 30 years, there have been substantial
new data sources generated by coal seam gas explorers in the form of drilling
information and seismic surveys.

Review of Past Exploration

The joint venture has conducted a thorough review of the available data. This has
involved compilation of geology, drilling and seismic information derived from
the coal and gas exploration records held at the Department library. Compilation
of the data has allowed for the development of a structural model and for new
resource estimates to be made using borehole seam floor intersections from 69
boreholes, in combination with interpreted faults and depth data form seismic
traces.

Resource Review

The resource depth has been re-evaluated and has been found to be more
favourable than previously understood. It has also been found that the dips flatten
out down dip from the sub-crop, where previously it was thought that the seams
dipped at a relatively steep angle. SRK Consulting has been engaged to conduct a
review of this information and to estimate the coal resources contained within the
project (defined in accordance with the Guidelines of the Australasian Code for
Reporting of Mineral Resources and Ore reserves — JORC Code 2004). The joint
venture expects this resource statement in the June quarter.

Coal Quality

An indication of the coal product that could be produced is based on coal quality
analyses conducted on previous diamond boreholes. These results indicate a low
volatile coking product with the following quality specifications:

Product Ash % (ad) 8
Volatiles % (ad) 19
CSN >7

Mine Study

The Belvedere deposit appears suited to a large-scale underground mine
development. IMC Consultants have carried out a mine study considering a
minimum seam thickness of 1.5 m from 350 m depth to a maximum cover depth
of 750 m. A staged exploration programme has been designed to use surface
drilling and seismic surveys to confirm the coal quality and the mining
environment.
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IRON ORE

Australian Premium Iron Ore Joint Venture
(Aquila Steel Pty Ltd 50%, Westiron Pty Ltd 50%)

The Company announced during the Quarter the establishment of a new iron ore
joint venture with a subsidiary of AMCI to explore for iron ore in the Hamersley
region of Western Australia.

Under the terms of the joint venture, Aquila and AMCI will each hold a 50%
participating interest. AMCI has agreed to purchase a 50% interest in Aquila’s
existing iron ore projects and the joint venture will work towards adding
additional iron ore projects to the portfolio.

AMCI will sole fund up to the first $10 million of exploration on joint venture
projects, but may elect to cease sole funding at any time after spending $2.5
million. If AMCI elects to cease sole funding, its joint venture interest will dilute,
proportionate with the level of expenditure in excess of $2.5 million, to a
minimum of 25%.

Iron Ore Joint Venture — Farm in onto Helix Resources Yalleen Project

The joint venture is between API Management Pty Ltd (a company equally owned
by Aquila and AMCI) and Helix, and covers an area of 633km”.

Under the terms of the joint venture:

o API will spend a total of $1.5 million over four years on exploration for iron
ore to earn a 70% interest in the project, and may elect to withdraw from the
project after spending a minimum of $150,000;

o Once API has earned its 70% interest, Helix can elect to contribute pro-rata or
dilute to a $0.50 per tonne royalty.

The parties will now negotiate in good faith to conclude the formal agreements.

The project area covers the south-eastern extension of the Robe River where it
crosses the Marra Mamba and Brockman Iron Formations. The area contains
paleo-drainage channels that have been in-filled with sediment derived from the
erosion of iron ore formations in the western part of the Hamersley Basin. The
exploration target is the occurrence of channel iron deposits (CID’s),
accumulations of material anomalously high in iron that have concentrated in the
channels and become lithified.

API plans to conduct programmes of detailed mapping and sampling to define the
CID’s with follow-up drill testing of targets in the second half of 2005.

Granting of tenements

A total of seven Exploration Licences were granted during the quarter located in
the western and central Hamersley Basin region. The company is continuing to
progress the remaining seven Exploration Licence applications. Discussions are
continuing to take place with the relevant Native Title Claimants in order to
negotiate Heritage Agreements.

Joint Venture area increase in size

With the creation of the Helix joint venture, the area under management of the
API Joint Venture totals 3,549 km? .




CORPORATE

Litigation

The company has two actions in the Federal Court involving Pasminco Limited
(“Pasminco”) and two of its subsidiaries, Savage Resources Limited (“Savage”) and
Savage EHM Finance Pty Ltd (“Savage Finance”). These companies are subject to
Deed of Company Arrangement (“DOCA”).

Underlying Claim

Aquila has an application before the Federal Court seeking production of documents
over which a claim for legal professional privilege has been made by the
Administrators of Pasminco, Savage Resources and Savage Finance. Aquila believes
that these documents ought to have been discovered by Pasminco but so far have not.
It is anticipated the Court will deliver its reasons with respect to this application in the
June Quarter 2005.

Aquila continues to pursue discovery of documents from relevant parties to the
dispute including seeking clarification from Credit Suisse First Boston and Pasminco
as to the whereabouts of material which has become misplaced.

DOCA Proceedings

On 9 December 2004, Aquila received discovery of certain documents in accordance
with programming orders made by the Federal Court in June 2004. Aquila has
reviewed those documents and will correspond with the administrators of Pasminco as
to the adequacy of this discovery.

For further information please contact:-

Mr. Tony Poli

Executive Chairman

Telephone : (08) 9474 3311

Facsimile : (08) 9474 4433

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

The information in this report which relates to mineralisation is based on information compiled by Mr
Geoff Pigott, MSc (Geol) of Aquila Resources Limited who is a member of the Australian Institute of
Geoscientists and has relevant experience as a Competent Person as defined in the Australasian Code
for Reporting of Identified Mineral Resources and Ore Reserves in relation to mineralisation being
reported on.
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Rule 5.3

Appendix 5B

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”)
81092 002 769 MARCH 2005

Consolidated statement of cash flows

Year to date
(9 months)
$A’000

Current quarter
$A'000

Cash flows related to operating activities

1.1 Receipts from product sales and related debtors - -
1.2 Payments for: (@) exploration and evaluation (140) (743)

(b) development - -
(c) production - -
(d) administration (310) (887)
1.3 Dividends received - -
1.4 Interest and other items of a similar nature received 68 188
15 Interest and other costs of finance paid -
1.6 Income taxes paid - -
1.7 Other 3 9

Net operating cash flows (379) (1,433)

Cash flows relating to investing activities

1.8 Payment for purchases of: (a)mineral properties

(b)equity investments )
(c) other fixed assets (1) (13)
1.9 Proceeds from sale of; (a)mineral properties 600
(b)equity investments 265
(c)other fixed assets

110  Loans to other entities
111 Loans repaid by other entities -

1.12  Other (provide details if material) -

Net investing cash flows (1 852

1.13  Total operating and investing cash flows (carried forward) (380) (581)

+ See chapter 19 for defined terms.
30/9/2001 Appendix 5B Page 1



Appendix 5B
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113 Total operating and investing cash flows (brought forward) (380) (581)

Cash flows related to financing activities
1.14 Proceeds from issues of shares, options, etc. 20 40
1.15 Proceeds from sale of forfeited shares -
1.16 Proceeds from borrowings -
117 Repayment of borrowings -
1.18 Dividends paid -
1.19 Other (issue expenses) -

Net financing cash flows 20 40

Net increase (decrease) in cash held (360) (541)
1.20 Cash at beginning of quarter/year to date 5,058 5,239
1.21 Exchange rate adjustments to item 1.20 -
1.22 Cash at end of quarter 4,698 4,698
Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the related
entities

Current quarter
$A'000

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

Non-cash financing and investing activities

2.1

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 - -
3.2 Credit standby arrangements - -
Estimated cash outflows for next quarter
$A'000
4.1 Exploration and evaluation 150
4.2 Development -
Total
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.
5.1 Cash on hand and at bank (125) 9
5.2 Deposits at call 4,823 5,049
5.3 Bank overdraft - -
5.4 Other (provide details) - -
Total: cash at end of quarter (item 1.22) 4,698 5,058
Changes in interests in mining tenements
Interest at Interest
Tenement Nature of interest (note 2) beginning | atend of
reference of quarter quarter
6.1 Interests in mining
tenements relinquished,
reduced or lapsed
6.2 Interests in mining E47/1411 Iron Ore — Granted 100% 100%
tenements acquired or E47/1412 Iron Ore — Granted 100% 100%
increased E47/1413 Iron Ore — Granted 100% 100%
E47/1414 Iron Ore — Granted 100% 100%
E47/1415 Iron Ore — Granted 100% 100%
E47/1416 Iron Ore — Granted 100% 100%
E47/1417 Iron Ore — Granted 100% 100%

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

Appendix 5B Page 3
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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.

Issue price per Amount paid up per
Total number Number quoted security (see note security (see note
3) (cents) 3) (cents)
7.1 *Preference securities
(description)
7.2 Changes during quarter
(@) increases through issues
(b) decreases through returns of
capital, buy-backs,
redemptions
7.3 *Ordinary securities 48,399,940 48,399,940
7.4  Changes during quarter
(@) increases through issues 55,000 55,000 $0.36 $0.36
(b) decreases through returns of
capital, buy-backs
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) 19,620,000 - See note 6. See note 6.
7.8 Issued during quarter - -
7.9  Exercised during quarter 50,000 $0.40 $0.40
7.10 Expired during quarter 220,000 $1.00 $1.00
7.11  Debentures (totals only)
7.12  Unsecured notes (tofals only)
+ See chapter 19 for defined terms.
Appendix 5B Page 4 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 Law or other standards acceptable
to ASX (see note 4).

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

Sign here: Date: 29 April 2005
Director

Print name: Anthony 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 March 2005.
Number Issued Type Exercise Price Expiry Date
1,000,000 Options $0.40 3 October 2005
15,000,000 Options $0.25 31 December 2005
2,500,000 Options $1.00 31 March 2006
1,120,000 Options $1.00 31 December 2007

+ See chapter 19 for defined terms.
30/9/2001 Appendix 5B Page 5
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