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The Offer is underwritten to $3 000 000 by Martin Place Securities Pty. Limited,
pursuant to-the Underwriting Agreement. The Underwriting Agreement contains
terms and conditions which may affect the obligations of the Underwriter. Details of
these terms and conditions are set outin Section'9.10 of this Prospectus.
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Open ended advanced resources that can be substantially increased by further drilling.
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® Diatreme’s Management has the ability to think outside the square, to generate valuable projects and
also the experience and skill to bring these commercially on stream.

m The large size of the “Major Projects” means they have the capacity to be “Company Makers”.

® Drilling programs will commence post-listing and will begin initially on drill-ready "Advanced"
Projects and developing targets on Major "Company Maker" Projects.

m Portfolio has exposure to advanced gold and copper projects and a large diamond play.

= Diatreme holds 300 kilometres of highly prospective fossil shoreline of the new Eucla Basin mineral
sands province which is also prospective for gold and platinoids.

m Highly experienced mineral explorer operating in Australia.

key offer highlights

= 25 million Shares at 20 cents per Share to raise $5.0 million

= Proposed transfer of listing from NSX to ASX

= Priority for Existing Shareholders to "round up" their Shareholdings
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chairman’s letter

Dear Investor,

Thank you for taking the time to read this offer document. | would like to take this opportunity to explain the
Company's exploration philosophy and business plan, which | believe has benefits for you as an investor. After
your due consideration, | invite you to investin Diatreme Resources Limited.

Exploration Strategy
The Company has divided its projects into two streams, "Major" and "Advanced" projects.

"Major" Projects

Over the past few years the Company has conducted research into the potential of identifying exploration
projects capable of hosting world-class mineral deposits in under-explored mineral belts, some of which
are under shallow cover in eastern and southern Australia. This internally generated search has been
successful and three strategic "Company Maker" projects have been added to the Company's portfolio.
Successful exploration results over these major projects have the capability of elevating the Company to
becoming alarge scale miner. The "Company Maker" projects have both large scale (for example 300 km
of potentially mineralised "fossil" shoreline at the Eucla Basin Project) and sound scientific concepts plus
extensive data to back the integrity of each of the exploration projects. The Major Projects include the Tick
Hill Gold, Eucla Basin Heavy Mineral Sands, Gwydir Diamonds and Bellfield Base Metals projects, any of
which have the capacity to elevate the Company to being a substantial miner.

"Advanced” Gold and Copper Projects

The Company has developed a business plan, initially focussed on fast tracking its drill ready advanced
projects, some of which have gold or copper resources. Drill targets can rapidly be developed with limited
preparatory work on the more greenfields gold projects. An important part of the plan is that those projects
which have early success will progress to mining feasibility study levels within two years of completion of
the Offer. The Advanced Projects include the Burdekin Gold, Nymbool Gold, Burnett Gold Copper,
Clermont Copper Gold, and Georgetown Inlier Gold projects. With their high exploration drilling
components any of these projects have the capability to rapidly define mineable resources.

Company Background

The Company has been actively exploring in Queensland and New South Wales over a number of years and
has built up a high quality project portfolio. To date, it has expended $3.3 million in exploration on its gold,
diamond and copper projects, and has proven up or acquired gold and copper resources on which to conduct
further exploration with the aim of taking them through to mineable propositions. The Company has only
recently expanded its exploration activities into South Australia and Western Australia with its Eucla Basin
Heavy Mineral Sands Project.

ASXListing
The Offer represents an opportunity for the Company to "graduate” to a listing on Australian Stock Exchange
Limited, following a successful listing and year of trading on the Stock Exchange of Newcastle Limited.

Although investment in the Company should be considered speculative, | believe that the Company holds a
portfolio of prospective new exploration opportunities. The possibility of a significant find is greatly enhanced with
advanced targets ready to drill, and the hands-on experience and personal successful track record of the
managementteam. This augers well for what the Board regards as an extremely exciting venture.

On behalf of the Directors, | look forward to welcoming you as a Shareholder.

Yours faithfully

Anthony J Fawdon
Executive Chairman / CEO
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Important Notice

This Prospectus is dated 10 January 2005. A copy of this Prospectus was lodged with the Australian Securities
and Investments Commission (ASIC) on 10 January 2005. The ASIC, Australian Stock Exchange Limited
(ASX), Stock Exchange of Newcastle Limited (NSX) and their officers take no responsibility for the contents of
this Prospectus. The expiry date of this Prospectus is the date which is 13 months after the date of this
Prospectus. No Shares will be allotted or transferred on the basis of this Prospectus later than the expiry date.

This Prospectus does not constitute an offer in any place where, or to any person to whom, it would not be lawful
to make such an offer. The distribution of this Prospectus in jurisdictions outside the Commonwealth of Australia
may be restricted by law and persons who come into possession of it should seek advice on and observe any
such restrictions. Any failure to comply with such restrictions may constitute a violation of applicable securities
law.

This Prospectus provides information for investors to decide if they wish to invest in Diatreme Resources
Limited (the Company) and should be read in its entirety. In particular, the budgeted exploration costs and the
risk factors that could affect the financial performance of the Company should be examined. If, after reading this
Prospectus, you have any questions about the desirability of, or procedure for, investing in the Company please
contact your stockbroker, accountant orindependent financial adviser.

No person is authorised to give any information or to make any representation regarding the Offer other than as
setoutin this Prospectus. Any information or representation in relation to the Offer which is not contained in this
Prospectus may not be relied upon as having been authorised by the Company or its Directors.

Defined terms and abbreviations used in this Prospectus are set out in the Definitions section. All financial
amounts shown in this Prospectus are expressed in Australian dollars unless otherwise stated. The assets
depicted in photographs in this Prospectus are not assets of the Company unless otherwise stated.

This Prospectus is available in electronic form via the Company's website at www.diatreme.com.au. The Offer
constituted by this Prospectus in electronic form is available only to persons (not including USA persons)
receiving this Prospectus in electronic form within Australia. There is no facility for on-line Applications. Persons
having received a copy of this Prospectus in its electronic form may, during the offer period, obtain a paper copy
of this Prospectus (free of charge) by telephoning 02 8280 7454. Applications for Shares under the Offer may
only be made on the Application Form attached to this Prospectus orin its paper copy form as downloaded in its
entirety from www.diatreme.com.au. The Corporations Act prohibits any person from passing an Application
Form on to another person unless it is attached to, or accompanied by, a hard copy of this Prospectus or the
complete and unaltered electronic version of this Prospectus.

The Company will not process Application Forms in the 7 day period after the date of lodgement of this
Prospectus with ASIC. This period may be extended by up to a further 7 days. This period is an exposure period
to enable this Prospectus to be examined by market participants prior to the raising of funds. Application Forms
received during the exposure period will not be processed until after the expiry of that period. No preference will
be conferred on Application Forms received in the exposure period. An electronic copy of this Prospectus may
be downloaded during the exposure period at www.diatreme.com.au.

THIS DOCUMENT IS IMPORTANT AND SHOULD BE READ IN ITS ENTIRETY




section 1

Investment overview
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1.1 OFFER
Shares offered to the public under this Prospectus* 25 000 000
Existing Shares on issue 52 610 233
Existing Options on issue** 7 687 791
Total number of Shares on issue following this Offer 77 610 233
Total number of Options on issue following this Offer** 7 687 791
Amount to be raised under this Offer before costs $5 000 000
Market capitalisation at the Offer Price of 20 cents $15 522 046

*

Shares are on offer at 20 cents per Share.
** All Options are options to acquire one Share, exercisable at 20 cents and expiring on 30
May 2007.

The above is based on the Offer being fully subscribed.
The Offer is underwritten to $3 000 000 (the minimum subscription amount). The Underwriter is Martin Place

Securities Pty Ltd. Refer to Section 9.10.1 for details of the Underwriting Agreement including terms and
conditions which may affect the obligations of the Underwriter.

1.2 IMPORTANT DATES

Offer schedule Dates

Prospectus lodged with ASIC 10 January 2005

Record Date for Existing Shareholders’ 20 January 2005

Priority Allocation

Opening Date of Offer* 9.00 a.m. (Brisbane time) 1 February 2005
Priority Allocations close 5.00 p.m. (Brisbane time) 21 February 2005
Closing Date of Offer* 5.00 p.m. (Brisbane time) 28 February 2005

*These dates and times are indicative only and may change. The Company reserves the
right (in consultation with the Underwriter) to change the above dates and in particular close
the Offer early or extend the Closing Date or decide to withdraw or otherwise not to proceed
with the Offer described in this Prospectus. Applications may be accepted prior to the
Opening Date and Applicants are encouraged to apply as soon as possible. The Offer may
close earlier than the date specified above.
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1.3 Purpose of the Offer and Utilisation of Funds

The net proceeds of the Offer (assuming the Offer is fully subscribed) will be used as follows:

Total Funds Raised at IPO $5 000 000
Funds currently available as at 10 January, 2005 $505 000
Total Funds Available $5 505 000
Funds to be used as follows:

Exploration Programs over three years $4 093 000
Administration & Corporate costs over three years $907 000
Fund expenses of Offer $505 000
TOTAL $5 505 000

Based upon a successful raising of $5.0 million, section 3.4 sets out details of the Company's three year
exploration budget and allocation of funds to the projects. Aseparate budget for the Minimum Subscription level
is also shown.

At the minimum subscription level ($3 000 000) the total for Exploration Programs will be reduced by $1 697 000
to $2 396 000, administration and corporate reduce by $303 000 to $604 000, and the expenses of the Offer will
reduce by $120 000 to $385 000. Details of the Exploration Budget at the minimum subscription level, and the
Company's proposals for exploration if the amount raised exceeds the minimum subscription but is less than
the full subscription, are setoutin Section 3.4.

Following completion of the Offer, the Company will have adequate working capital to carry out its objectives (as
described in this Prospectus generally and in Sections 3 and 6 in particular). Depending on the success of the
Company's exploration and any new opportunities arising, the Company may require further fund raisings in the
future to facilitate growth.

1.4 Shareholding and Capital Structure

Upon successful completion of the Offer the shareholding structure of the Company will be as follows
(assuming the Offer is fully subscribed):

Shareholding Number of Shares Percentage
Existing 1337 Shareholders 52610 233 67.79
Shareholdings from the Offer 25000 000 32.21
Total Shares 77 610 233 100.00
Optionholding Number of Options Percentage
Existing Optionholding 7 687 791 100.00
Option holding from the Offer 0 0.00

Total Options 7 687 791 100.00
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1.5 RiskFactors

Aninvestment in Diatreme Resources Limited should be considered speculative. In addition to the general risks
associated with any investment in the equity market, there are certain risks inherent in investing in the
exploration and mining industry. Investors should be aware that an investment under this Prospectus is likely to
involve exposure to risks specific to the Company's operations. A more detailed description of risk factors is
contained in Section 5 of this Prospectus. Investors should consider all risks and seek professional financial
advice before investing.

1.6 Transfer of Listing to ASX

The Company will apply to ASX for admission to the Official List and Official Quotation of its ordinary shares
(including Shares issued under this Prospectus). If ASX admits the Company to its Official List, the Company's
existing listing on NSX will cease.

An application for admission of the shares offered under this Prospectus to quotation on ASX will be made to
ASX within seven days after the date of this Prospectus. In the event that the application for admission of the
shares to quotation on ASX is refused, an application for admission of the shares to quotation on NSX will be
made to NSX within seven days after notification that the shares will not be admitted to quotation on ASX.

1.7 Summary Only

The investment overview in this section is not intended to provide full details of the investment opportunity.
Investors must read this Prospectus in full to make a fully informed investment decision.




section 2
details of the offer
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2.1 DESCRIPTION OF THE OFFER
The Offer

The Company is seeking to raise $5 000 000 through the Offer of 25 000 000 Shares at 20 cents per Share.
Upon completion of the Subscription, the new Shareholders' holdings shall represent 32.21% of the issued
Shares (subject to the Offer being fully subscribed). If only the Minimum Subscription is reached, the new
Shareholders’ holding will be 22.18%.

Other than in the case of Existing Shareholders, applications must be for a minimum of 10 000 Shares ($2000)
and thereafter in multiples of 5000 Shares ($1000).

The Offer opens at 9:00am (Brisbane time) on 1 February 2005 and closes at 5:00pm (Brisbane time) on
28 February 2005. The Company reserves the right to vary the Opening and Closing Dates without notice.

Priority Allocation for Existing Shareholders

Existing Shareholders of the Company will have the opportunity to apply for Shares under the Offer in priority to
the public until 21 February 2005. Existing Shareholders may apply during the Priority Period using the Priority
Application Form (coloured blue) which will be sent to Shareholders with a copy of this Prospectus. The
application price for Existing Shareholders under the Priority Allocation is the same as the Offer Price (ie 20
cents per Share).

Existing Shareholders who hold fewer than 10 000 Shares may subscribe for additional Shares in order to
"round up" their holdings to a minimum of 10 000 Shares by using the Priority Application Form. Existing
Shareholders who "round up" their holdings to 10 000 Shares, or who already hold at least 10 000 Shares may
use the Priority Application Form to subscribe for additional Shares to increase their shareholding in multiples of
5000 Shares.

Applications made by Existing Shareholders using the Priority Application Form received, together with credit
card payment details or a cheque for the subscription amount at 20 cents per Share, on or before 21 February
2005 will be given priority in the allocation of Shares under the Offer. Applications to "round up" holdings to
10 000 Shares will be treated as firm allocations, subject to satisfaction of the Minimum Subscription of $3 000
000 and ASX listing conditions applying to the Offer under the Corporations Act.

To receive priority, Existing Shareholders must use the Priority Application Form. Applications made using the
Application Form attached to this Prospectus or a paper copy of the Application Form which accompanies an
electronic copy of this Prospectus will not be accorded any priority. The Company may accept Priority
Application Forms after 21 February 2005 at its discretion. The Company at its sole discretion retains the right to
accept orrejectany Application (in whole orin part) and to alter the terms of the Priority Allocation.

2.2 HOWTOAPPLY FORSHARES IN THE OFFER
Applications should be:

Posted to:
Diatreme Resources Limited Share Offer
c/-ASX Perpetual Registrars Limited

GPO Box 2537
BRISBANE QUEENSLAND 4001

or

Delivered to:

Diatreme Resources Limited Share Offer
c/-ASX Perpetual Registrars Limited
Level 22, 300 Queen Street

BRISBANE QUEENSLAND 4000

to arrive on or before 5:00pm (Brisbane time) on the Closing Date 28 February 2005, unless changed).




prospectus 2005

Existing Shareholders' Priority Application Forms received after 21 February 2005 may be accepted at the
discretion of the Directors and the Underwriter, but will not be given priority.

Applications for Shares can only be made by completing and lodging a paper copy of an Application Form which
was attached to or accompanied a copy of this Prospectus.

Application Forms for the Offer are attached to printed copies of this Prospectus and can be downloaded with
the Prospectus in electronic form at www.diatreme.com.au.

Existing Shareholders of the Company as at 20 January 2005 will be sent a personalised Priority Application
Form together with a copy of this Prospectus. The personalised Priority Application Form sets out the
Shareholder's details as recorded in the Company's Shareholder register and makes provision for the named
Existing Shareholder:

a) toapply for Shares at the Offer subscription price of 20 cents each to "round up" their Existing Holding
(if lessthan 10000 Shares, see above); and

b) to apply for additional Shares as part of the Offer at the Subscription price of 20 cents each (in addition
to or distinct from "rounding up" their Existing Holding).

Application Forms should be completed in accordance with the instructions on the relevant Application Form.
Completed Application Forms and credit card payment details or cheques should be returned to reach the
Company's share registry, ASX Perpetual Registrars Limited, at the address shown on the back of the
Application Form by the Offer Closing Date. Priority Application Forms should be returned with payment to
reach the Company's share registry on or before 21 February 2005, but may be accepted (without priority) after
that date.

If any details in a personalised Priority Application Form sent to an Existing Shareholder (other than name or
address details or the number of shares held by the Existing Shareholder) are incorrect, the Shareholder should
amend the form and initial the change. The Company reserves the right to reject a Priority Application Form (in
part or entirely) which has been amended to increase the number of "round up" Shares applied for in excess of
the number required to increase the Shareholder's holding to 10 000 Shares. Amendment of the form cannot be
used to change the name of the holder of Shares or to transfer an entitlement to "round up" Shares.

If the name or address details are incorrect, the Shareholder should contact the Company's share registry on
02 8280 7454 to arrange for the information to be corrected and a replacement form sent. Priority to apply for
additional Shares to "round up" holdings of fewer than 10 000 Shares is as specified on the relevant Priority
Application Form. The Shareholder should contact the Company's share registry if the "rounding up" number is
believed to have been miscalculated, so that the information can be corrected and a replacement form sent.
Existing Shareholders who do not receive a Priority Application Form should contact the Company's share
registry to arrange for a Priority Application Form and a copy of the Prospectus to be sent.

Application Forms must be accompanied by payment by cheque or credit card for the subscription price of the
Shares applied for in Australian dollars. A cheque must be drawn on an Australian branch of a bank or financial
institution, made payable to "Diatreme Resources Limited Share Offer" and crossed "Not Negotiable".

Additional copies of this Prospectus are available from the Company's website at www.diatreme.com.au.
Application Forms may only be distributed attached to or accompanied by a complete and unaltered copy of this
Prospectus in printed or electronic form. Application Forms contain a declaration that the applicant has
personally received the complete and unaltered Prospectus prior to completing the Application Form.

The Company will not accept a completed Application Form if it has reason to believe that the Applicant has not
received a complete paper or electronic copy of this Prospectus or if it has reason to believe that the Application
Form or electronic copy of this Prospectus has been altered or tampered with in any way.

Lodgement of an Application Form constitutes an irrevocable offer made in accordance with this Prospectus
and the relevant Application Form. The Company, in consultation with the Underwriter, reserves the right to
accept applications (in whole orin part) received after the Closing Date.
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Enquiries about how to accept the Offer should be directed to ASX Perpetual Registrars Limited call centre on
0282807454 during business hours.

2.3 ALLOTMENT

Subject to the Minimum Subscription of $3 000 000 being received, allotment of Shares will be made as soon as
possible after the Closing Date but no earlier than 7 days after this Prospectus was lodged with ASIC.
Statements of Shareholdings will be dispatched after allotment and issue. Itis the responsibility of Applicants to
determine their allocation prior to trading in Securities. Applicants trading Securities before they receive their
Shareholder statements will do so at their own risk.

The Company reserves the right to allocate the Shares offered under this Prospectus in full on any Application,
or in the case of Offers to allocate any lesser number, or to decline any Application under the Offer. Where no
allotment is made, or if fewer Shares than applied for are allotted and issued, the applicable amount will be
returned without interest in accordance with the Corporations Act. Applications to "round up" Existing Holder's
shareholdings will be given priority over other applications.

All Application Monies received with Applications will be held in trust for the Applicants by the Company until the
allocations are determined.

2.4 MINIMUM SUBSCRIPTION

The minimum amount to be raised under the Offeris $3 000 000, which amount is underwritten (see below). The
maximum amount that can be raised under the Offeris $5 000 000,

Separate exploration budgets for Full Subscription and Minimum Subscription levels are shown in section 3.4.

If the Company does not receive the Minimum Subscription Amount by the Closing Date (which may be
extended without notice) or such later date as maybe permitted and as the Company in consultation with the
Underwriter may determine, no Shares will be issued and all Application Monies (as applicable) will be refunded
toApplicants in full without interest, in accordance with the Corporations Act.

2.5 UNDERWRITING

The Minimum Subscription of 15 000 000 Shares ($3 000 000) has been underwritten by Martin Place
Securities Pty Limited (Underwriter). The underwriting is subject to certain conditions including circumstances
under which the Underwriter may terminate its obligations as summarised in Section 9.9.1 of this Prospectus.
The Company will pay to the Underwriter a management fee of 1% and an Underwriting fee of 5% in respect of
applications received and accepted by the Company.

2.6 AUSTRALIAN STOCKEXCHANGE LIMITED (ASX) LISTING

The Company will apply to ASX within 7 days from the date of this Prospectus to be admitted to the Official List
and for quotation of Existing Shares and the Shares offered under this Prospectus on ASX. If granted, Official
Quotation of the Shares on ASX will commence as soon as practicable after the allotment of the Shares to
investors.

The Company's existing listing on NSX will cease as part of the Company becoming listed on ASX.

If the Company's application to ASX is unsuccessful for any reason, it is intended to maintain the Company's
listing on NSX, in which case shares offered under this prospectus may be listed on NSX ratherthan ASX. There
is no provision for refunds if the shares are listed on NSX rather than ASX. If the shares are not approved for
admission for quotation on either Exchange, application monies will be refunded to Applicants without interest
and no shares will be issued.

Further detail is provided in Section 9.15.
ASX and NSX and their respective officers take no responsibility for the contents of this Prospectus. The fact

that ASX may admit the Company to its Official List is not to be taken in any way as indication of the merits of the
Company or the Shares offered pursuant to this Prospectus.
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2.7 CHESS

The Company will participate in the Clearing House Electronic Subregister System, known as CHESS. ASX
Settlement and Transfer Corporation Pty Limited (ASTC) operates CHESS in accordance with the Listing Rules
and the ACH Clearing Rules and the ASTC Settlement Rules.

Under CHESS, a Shareholder will not receive a certificate but will receive a statement of their holding in the
Company.

If a Shareholder is broker sponsored, ASTC will send the Shareholder a CHESS statement. The CHESS
statement will set out the number of Shares allotted to each Shareholder under this Prospectus, give details of
the Shareholder's Holder Identification Number and give the Participant Identification Number of the sponsor.

If you are registered on the Issuer Sponsored sub-register, your statement will be dispatched by ASX Perpetual
Registrars Limited, and will contain the number of Shares allotted under this Prospectus and the Shareholder's
security holder reference number.

A CHESS statement or Issuer Sponsored statement will routinely be sent to Shareholders at the end of any
calendar month during which the balance of their shareholding changes. A Shareholder may request a
statement at any other time. However, a charge may be made for additional statements.

2.8 RESTRICTED SECURITIES
None of the Shares offered and to be issued pursuant to this Prospectus will be restricted securities.

Presently 4 853 824 existing shares are subject to escrow on NSX. The escrow expires on 31 October 2005. Itis
anticipated ASX will require at least the balance of that escrow period to apply to those shares if the Company's
application to list on ASX is successful. ASX may impose additional escrow requirements on existing shares.
The Company willannounce the periods of escrow and number of shares to be escrowed when advised by ASX.

2.9 FOREIGNINVESTORS

No action has been taken to register or qualify the Shares or the Offer, or otherwise to permit a public offering of
the Shares in any jurisdiction outside Australia.

This Prospectus does not constitute an offer or invitation in any place in which, or to any person to whom, it
would not be lawful to make such an offer or invitation. The distribution of this Prospectus in jurisdictions outside
Australia may be restricted by law and persons who come into possession of this Prospectus should seek
advice on and observe any such restrictions. Any failure to comply with such restrictions may constitute a
violation of applicable securities laws.

210 RIGHTSATTACHING TO SHARES

The Shares issued pursuant to this Prospectus will rank equally in all respects with the Company's existing
Shares. Therights and liabilities attaching to all Shares are described in Section 9.1.

2.11 DIVIDEND POLICY

As the Company is an exploration company, the Directors do not anticipate declaring a dividend for the year
ending 31 December 2005 or in the foreseeable future.

The payment of any future dividends will be dependent upon the Company undertaking activities to generate
revenue such as the mining of a resource or profitable sale of a mining asset. Any future determination as to the
payment of dividends by the Company will be at the discretion of the Directors. The payment of dividends will
depend upon the availability of distributable earnings, the operating results and financial condition of the
Company, future capital requirements, general business and financial conditions and other factors considered
relevant by the Directors. No assurances in relation to the payment of future dividends, or the franking credits
attached to such dividends, can be given to Shareholders.
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Burnett Gold Project - DRL Drilling

2.12 WITHDRAWAL

The Directors may at any time withdraw this Prospectus and the Offer, in which case the Company will return all
Application Monies (if applicable) to Applicants without interest within 21 days of giving notice of its withdrawal.

2,13 ADVISORAND BROKER COMMISSIONS

Financial advisers and other intermediaries are compensated in different ways for the provision of services to
their clients. For those organisations that levy a handling or similar fee, the Company, through the Underwriter,
will pay such a fee to participating organisations of ASX and eligible licensed or exempt financial services
providers (together referred to as 'advisers') who introduce investors.

The fee will not exceed 5% (plus GST, if applicable) of the issue price of the Shares, payable on monies received
pursuant to Applications by clients of advisers lodged bearing the adviser's stamp. The Underwriter will receive
amanagement fee of a further 1% on all Application Monies.

Advisers are obliged to disclose the amount of the fee to their clients. No brokerage or commission is payable by
Applicants in respect of their Applications for Shares under this Prospectus.

Nymbol Gold Project - DRL Drilling
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3.1 COMPANY PROFILE

Diatreme Resources Limited was incorporated as Minstrike Mining Pty Ltd on 10 August 1993 and changed its
name to Strike Exploration Pty Limited on 25 May 1994.

The Company became a wholly owned subsidiary of Strike Mining NL, a Queensland based company which
listed on ASX in May 1994 through a $7.5 million capital raising. Strike Mining NL acquired Select-Tel Pty Ltd in
July 2000 and renamed itself Select-Tel Limited. Subsequently, the Company was divested to the Select-Tel
Limited shareholders in an in specie share distribution.

In November 2000, the Company was converted into an unlisted public company, changing its name to
Minstrike Limited.

In March 2001, the Company changed its name to Diatreme Resources Limited and acquired the assets,
including cash, of Regional Exploration Management Pty Ltd and its wholly owned subsidiary Chalcophile
Resources Pty Ltd. This acquisition resulted in an expanded Company portfolio of mineral projects and
provided further funds for exploration programs.

In October 2003 the Company raised $500 000 before costs of the issue, in a capital raising when the Company
listed on the Official List of the Stock Exchange of Newcastle Limited (NSX). Post NSX listing the Company
embarked on an exploration drilling program at the Nymbool Gold Prospect which was completed in December
2003. Drilling programs were carried out in early 2004 with the Clermont Copper Gold Project program being
completed in February 2004 and a ground magnetic survey and subsequent drilling program completed at the
Gwydir Diamond Project in March 2004.

In September 2004 the Company acquired the assets, including cash, of Lost Sands Pty Ltd.

Exploration expenditure to date by the Company, predecessor entities and joint venture partners on the
Company's granted project areas totals approximately $3.3 million. This includes drilling at the Gwydir
Diamond, Clermont Copper Gold, Burnett Gold and Nymbool Gold projects where resources in some prospect
areas have previously been identified.

The Company currently conducts business as a diversified mineral explorer in Queensland, New South Wales,
South Australia and Western Australia.

Organisational Chart of the Company and its wholly owned subsidiaries:

DIATREME RESOURCES LIMITED
(the Company)
ABN 33 061 267 061
Holds Tenements in Queensland

v v

REGIONAL EXPLORATION MANAGEMENT LOST SANDS PTY LTD
PTYLTD ABN 27 101 269 747
ABN 55 093 739 336 Holds Tenement Applications in South
Holds Tenements in New South Wales Australia, Western Australia and Queensland

and Queensland

CHALCOPHILE RESOURCES PTY LTD
ABN 41090 712 217
Holds Tenements and Tenement Applications
in Queensland
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3.2 EXPLORATION RATIONALE AND STRATEGY

The Directors believe that the Company's exploration strategy has potential to lead to success in discovering
and bringing new mining projects onstream from within its existing portfolio of exploration projects.

Projects held by the Company vary widely between "brownfield" and "greenfield" in status. Therefore, the
Company has developed a strategy of fast tracking its drill ready Advanced Projects whilst at the same time
steadily progressing the Major Projects which require a longer lead time to succeed.

3.2.1 "Major" Projects

Major Projects are ambitious in size and scope, all covering areas the Directors believe to be among the most
prospective portions of their respective geological terrains. All the projects in this category dominate the mineral
belts within which they reside.

Each project has the potential to be a "Company Maker" (subject to successful development) and each
presents the Company with substantial targets where hitherto minimal exploration (or in the case of the Gwydir
Diamond Project no exploration) has been conducted. Projects within this category include the Eucla Basin
Heavy Mineral Sands Project (South and Western Australia), Gwydir Diamond Project (New South Wales) and
the Bellfield Base Metal Project (Queensland).

The exception to the above is the Tick Hill Gold Project in north west Queensland. The Company intends
exploring for extensions to the very productive high grade gold orebody that was mined by Mount Isa Mines
Limited in the mid1990's.

With the exception of the Tick Hill Gold Project, the Major Projects (because of their size) involve longer lead
times to bring to fruition. However, they give the Company potential "Company Maker" opportunities on which to
build the foundations of becoming a substantial miner.

Initial exploration on the Major Projects is expected to be conducted directly by the Company, but because of the
high funding levels required, it may be necessary to pursue alternative sources of funds for their further
development. This may involve proposals to separately farm out the heavy mineral sands, diamond and base
metal projects.

3.2.2 "Advanced" Gold and Copper Projects

Advanced Projects are defined as those in which exploration has been progressed to a stage where drilling
targets have already been established or where limited preparatory work is required to delineate targets.

The Company has a defined exploration strategy to aggressively pursue exploration on its Advanced Projects
and to fast track its drill ready projects. This strategy will be implemented by a commitment to high drilling
components in the exploration programs over those projects with existing defined resources and with
established targets. The Burdekin Gold, Nymbool Gold and Clermont Copper Gold projects fall within this
category.

The exploration programs will be dependent upon the level of funds raised but it is the intention of the Company
to endeavour to bring at least one project onstream to mining feasibility study status within a two year period.
Details of the Company's exploration expenditure proposals are provided in section 3.4.

Successful exploitation of a mineral resource contained within an Advanced Project would give the Company a
cash flow status, which in itself is desirable. However, if the Company is to progress and elevate itself into a
major producer then it may be necessary to look toward the development of its Major Projects.
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3.3 EXPLORATION PROJECTS

Summary Table of Projects

Major Projects
Tick Hill Gold

Eucla Basin Heavy Mineral
Sands

Gwydir Diamond

Inclusive of
Dirrandbandi Diamond

Bellfield Base Metal

Advanced Projects

Burdekin Gold

Clermont Copper Gold

Nymbool Gold

Burnett Gold Copper
(Yarrol Gold Prospect)

Burnett Gold Copper
(Mt Cannindah Gold Prospect)

Georgetown Inlier Gold

Target Type

Past production of 513 333 ounces
gold at a grade of 22.62 g/t gold.

Largely untested extensive
“fossil” shoreline with potential
for heavy mineral sands and
precious metals.

Deep seated diamond intrusives
under shallow cover rocks.
Possible source for Bingara

and Copeton alluvial diamond
fields.

Swarm of topographic low features
with potential for intrusive diamond

pipes.

A Mount Isa style copper zinc
target under shallow cover rocks.

Target Type

In the productive epithermal
gold belt of northern Queensland.

Volcanic massive sulphide
copper mineralisation in central
Queensland.

Large shallow dipping porphyry
gold complex.

Suite of extensive gold rich veins
in altered granitoids and
epithermal prospects.

Intrusive style porphyry
mineralisation surrounded by
skarn, breccia and stockwork
mineralisation.

Two targets within mineralised
intrusives and a further quartz
vein and breccia swarm target.

Comments

Targeted drill sites for extensions
to mined orebody.

300 km of “fossil” shoreline held by
the Company with economic
ilmenite and zircon grades drilled
on same structure in previous
tenements.

Multiple geophysical anomaly
targets with potential to host
diamond pipes. Current
drilling has identified deep
seated pipes.

Topographic ring features are
unusual and can present good drill
targets for diamonds.

Geological interpretation and
geophysical anomalies have
defined broad targets over a 30km
prospective zone.

Comments

Targeted drill sites on
extensions to high grade gold
intersections to follow up
-8m @ 18 g/t gold.

A resource of 25 000 tonnes of
oxide copper with good drilling
potential to increase resource
along strike.

Ready to drill an untested
extension to a large gold
mineralised system.

Drill targets on open ended
resources with high grade
intersections up to 8 m @ 39.8g/t
gold.

Untested bullseye magnetic
anomaly over possible mineralised
intrusive centre.

Drilling targets on untested high
grade gold up to 22.5 g/t gold on
surface.
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3.3.1 MajorProjects

Major Projects have the size and potential to host world class deposits in prospective geological terrains. In
each case, their successful exploitation would have "Company Maker" potential. Though the projects have
reached certain levels of data generation and groundwork, further data research and reconnaissance
exploration to delineate targets is required before substantial drilling programs can be conducted on the
majority of these projects. The Company proposes to progress the Major Projects in parallel with the shorter
term drill ready Advanced Projects.

Tick Hill Gold Project
The Tick Hill Gold Mine, located in north-west Queensland, was mined by Mount Isa Mines Limited between
1991 and 1995, producing 513 333 ounces of gold from 705 000 tonnes of ore. The recovered grade was very

high at22.62 grams gold per tonne, with treatment plant recovery averaging 97.2%.

The mine was a highly profitable operation generating net cash of in excess of $150 million from total capital
costs of $25 million.
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The Company has the exclusive right to conduct exploration on specified Tick Hill mining leases under an
agreement with Mount Isa Mines Limited ("MIM"), together with an option to acquire the mining leases. Further
details are setoutin Section 9.10.5.

Near surface ore was mined by a 70 metre deep small open cut, following which a decline was constructed to
access and mine the underground ore. Currently the mine areais covered by three granted mining leases.

Proposed exploration by the Company will aim at looking for extensions to the mined orebody or repetitions of
the mineralisation, as the Company considers the potential for discovering significant resources of a similar
nature makes the area an attractive target for exploration.

Open pit mining operations at the Tick Hill Gold Mine in the early 1990’s.

Once compilation and interpretation of geology and mine data has been finalised and target zones delineated,
the Company plans to commence staged drilling programs in order to locate further mineralisation.

The mining leases have an existing decline and ventilation shaft (flooded at this time) to approximately 300 m
depth. If further mineralisation is found at depth through surface based drilling then it may be possible to
recommission this infrastructure to operate underground exploration and possible mining.

Tick Hill Gold Mine viewed from the west during operations in the mid 1990’s.
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Gwydir and Dirranbandi Diamond Projects

The aim of the Gwydir Diamond Project is to discover the hard rock sources of the alluvial diamonds of the
Bingara and Copeton diamond fields which have been the largest producing diamond fields in eastern Australia
with an estimated production of 400 000 metric carats.

The Dirranbandi Diamond Project in southern Queensland has 18 targets coincident with unusual low circular
topographic features. Itis typically these types of features that diamond explorers would consider favourable in
diamond exploration.

The Gwydir Diamond Project area extends from near Yetman to Bellata in northern central New South Wales
and forms a discontinuous arc of approximately 200 km in extent covering land the Company believes may
contain the source areas for the Bingara and Copeton alluvial diamond fields. The Company has used
innovative geological methods coupled with interpretation of the latest high quality geophysical and radiometric
datain the search for these diamond source areas.
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The Company's diamond exploration model involved the reconstruction of the drainage patterns at the time of
deposition of the Bingara/Copeton alluvial diamonds within an elevated ancient river system. Importantly, the
paleodrainage directions are interpreted as being reversed from those of the present time. This has enabled the
Company to establish the possible headwater catchments supplying diamonds to the alluvial deposits in
ancient times. Using modern geophysical data, 51 high priority magnetic anomalies have been defined within
the postulated source areas. Recent drilling by the Company of several of the anomalies has identified, below
shallow cover rocks, the existence of deep seated intrusive pipes which have the characteristics to carry
diamonds from depth.

These magnetic anomalies are thought to be highly prospective and potentially indicate kimberlitic or lamproitic
diamond pipes, which may prove to be the source of the alluvial diamonds. The Company intends to conduct
reconnaissance geology, ground geophysics and drill selected anomalies, a diamond exploration technique
that has been successful in other diamond fields around the world.

Eucla Basin Heavy Mineral Sands Project

current Direction
Southern Ocean
LEGEND
Ancient Drainages A
into Eucla Basin N

Prospective ancient coastline
0 200km
DRL Tenement — ]

Eucla Basin Heavy Mineral Sands Project - Exploration Model based on Shuttle Radar Altimetry.
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The project covers a discontinuous 300 km length along an ancient "fossil" shoreline of the Eucla Basin of
Tertiary age commanding areas the Company has assessed as containing the most favourable depositional
environments for heavy mineral sands deposits. The "fossil" shoreline occurs along the northern perimeters of
the Eucla Basin, straddling the common boundary of Western Australia and South Australia, and consists of a
continuous strandline.

The Company's digital elevation model strongly indicates the existence of a long "fossil" shoreline and also a
series of very extensive old river drainages (represented today as paleovalleys in the hinterland of the fossil
shoreline) which would have flowed into, and deposited their contents into an adjacent shallow sea. The
paleovalleys are believed to represent an important source of heavy minerals along the fossil shoreline.

The paleostreams are believed to have been active over geologic time draining three major mineral provinces
including the Gawler Craton, Musgrave Mineral Province and the Yilgarn Block, the latter hosting the Kalgoorlie
Goldfields, a very large producer of gold, nickel and platinoid metals on a world scale. On the eastern margins of
the Yilgarn Block rare earth carbonatite deposits have been discovered which have similar chemistry to the
diamond bearing kimberlites and lamproites. This means the region is also prospective for diamonds.

There are ten indicated major paleovalley catchments which have drained into the 500 km linear arc in the
central portion of the fossil shoreline.
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The Company has applied for six exploration tenements which cover 300 linear km of potentially the most

productive parts of the central 500 km portion of the shoreline.
The northern Eucla Basin fossil shoreline represents one of the last major heavy mineral target provinces that

has not been comprehensively explored in Australia.
Exploration by other parties has identified heavy mineral concentrations along the fossil shoreline. The best
assays recovered along the shoreline outside of the Company's project area were up to a grade of 27.2% heavy
mineral sands with 51% zircon, 43% ilmenite and 3% rutile on which a microprobe analysis returned an average
of TiO2 assay of 66.2%. Previous drilling within the Company's project area by previous explorers has
recovered up to a grade of 2.85% heavy mineral sands with up to 47% zircon, 31% ilmenite and 2% rutile
recovered within the mineral assemblage. These grades compare very favourably with the high grade

occurrences along the Western Australian seaboard.

The Company believes the project has very high potential to locate economic heavy mineral deposits along the
fossil shoreline, and more importantly that gold, platinum metals and possibly diamonds are likely to be

accessories to the economic mineral assemblage.

Bellfield Base Metal Project
The aim of the Bellfield Base Metal Project is to discover a major Mount Isa style copper-lead-zinc-silver

deposit.
The Company is looking for world-class base metal deposits within Proterozoic age rocks, where the bulk of

Australia's large base metal mineral deposits occur.
Work to date has identified a base metal project area within similar rocks and in a similar structural setting to the
giant Mount Isa deposit. The prospective rocks are covered by up to 180 m of younger sandstone rocks from
which springs of groundwater, carrying anomalous zinc values, are known to well up from depth to the surface

along a major fault zone.
Anomalous zinc and copper have been precipitated in swamp mud near the fault zone. The metals are thought

to be sourced from mineral deposits in the underlying Proterozoic rocks.
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The Company's research using modern high quality geophysical datasets and geological interpretation has
identified five high-priority geophysical anomalies over a distance of 30 km along the fault zone.

The Company initially plans to drill into these anomalies through the overlying sandstone cover seeking the
source of the high order anomalous zinc and copper being transported by the groundwater.

3.3.2 Advanced Projects

The Advanced Projects are at or near drill ready status and have been classed as having the capability of being
brought forward to mining feasibility status rapidly and/or have very defined drilling targets, which can be
investigated and assessed for economic exploitation within a period of two years.

Burdekin Gold Project

The project area is located 120 km south-east of Charters Towers in the productive epithermal belt of central
Queensland that hosts many significant gold deposits including Pajingo, Vera Nancy, Wiralie, Yandan, Mount
Coolon and Twin Hills. The project aim s to find a significant body of high-grade epithermal gold mineralisation.

The best drilling results from within the project area previously reported are 8 m @ 18.1 g/t gold, 24 m @ 5.0 g/t
goldand 26 m @ 2.8 g/t gold at the Gettysberg Prospect. Further assessment of the Gettysberg Prospect by the
Company has identified a gold mineralised zone extending from surface shallowly plunging to the north, which
is open ended and untested to the north of current drilling.

The Company proposes to follow up the previous drilling and establish additional drilling targets.

The Quartz Hill Prospect presents a classic epithermal gold target with quartz-chalcedony veining with low-
sulphidation alteration, where deep drilling is required to test for potential high grade epithermal gold
mineralisation.

Clermont Copper Gold Project

The project area is situated immediately south and west of the mining town of Clermont in central Queensland
and covers numerous historic small gold workings and the Peak Downs Copper Mine. Exploration conducted in
the last decade by previous companies has established a resource of 25 000 to 30 000 tonnes of near surface
oxide copper metal at the Peak Downs Copper Mine. Several historic copper workings, such as the Comstock
and Consols mines, and other widespread copper mineralisation, such as the Oakey Creek Prospect, occur
throughout the project area over tens of kilometres in length in areas that have received very little modern
exploration.

The Company proposes conducting exploration along the mineral belt with the aim of substantially, but
incrementally, increasing the oxide copper resources. The plan is to identify resources through drilling and to
increase them to a level that makes it attractive to sustain a mining and heap leach processing operation to
recover copper product.

Clermont Copper Gold Project - Copper lode at Peak Downs Copper Mine
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Nymbool Gold Project

The project area is centred immediately west of the town of Mount Garnet, north Queensland. It contains the
Nymbool Gold Prospect which is typical of the large low grade porphyry style deposits of the very productive
north Queensland gold province, including such mines as Kidston, Mount Leyshon and Red Dome.

Recent drilling by the Company on the Nymbool Gold Prospect has intersected a substantial gold rich zone
which is 150 m or more in width, with internal grades in excess of 3.0 g/t gold and overall widths of 155.5 m @
0.42 g/t gold. The gold mineralisation occurs within a wide shallow easterly dipping porphyritic granite which has
been tested by drilling from its outcrop for a distance of 200 m down dip. Gold grades appear to be increasing
incrementally as it dips deeper to the east. Future drilling by the Company intends to concentrate on testing the
prospective, yet undrilled, down dip extensions of this mineralisation.

Previous bench test work was conducted by the Company to ascertain possible recoverable gold grades from
heap leach processing. The results were very favourable with early bench test work showing levels of 96% gold
recovered.

Burnett Gold Copper Project

The Company aims to outline substantial additional higher-grade gold resources adjacent to the known
resources at the Yarrol and Mount Steadman Gold prospects.

Resources defined to date at the Yarrol Gold Prospect include 870 000 tonnes @ 1.6 g/t gold (Yarrol North
area)and 270 000 tonnes @ 1.5 g/tgold (Central Ridge area) and 1.2 million tonnes @ 0.9 g/t gold at the Mount
Steadman Gold Prospect.

The Company proposes to conduct drilling on untested zones adjacent to current resource areas and follow up
drilling of open ended along strike extensions to previous drillhole intersections with economic gold grades.

The Mount Cannindah Prospect surrounds the Mount Cannindah Mine (not held by the Company) which hosts
copper and gold resources. However, the Company has identified a high priority prominent magnetic anomaly
within the prospect which is interpreted as being the geophysical signature for an intrusive body. Mineralisation
in the area is related to intrusives, skarns and breccia stockworks and the high priority anomaly has received no
exploratory drilling. The Company intends to conduct a ground based magnetic survey to delineate drillsite
locations for follow-up.

Georgetown Inlier Gold Project

The aim of exploration on this project is to find substantial gold mineralisation at the Warrigal Creek, Munitions
Creek (Langdon River) and Ironhurst Gold prospects.

The Warrigal Creek Gold Prospect contains magnetic anomalies resembling those at Mount Leyshon and gold
geochemical anomalies in the overlying sandstone cover rocks.

At the Munitions Creek Gold Prospect, quartz veins have yielded surface rock chip results to 22.5 g/t gold within
anarea 600 m by 200 min extent. No drilling has been previously completed in this area.

At the Ironhurst Gold Prospect previous drilling has encountered moderately high zinc and silver values in the
shallow parts of a sub-volcanic breccia system. Potential exists for gold mineralisation beneath the shallow zinc
and silver zone.

These prospects can be brought very rapidly into drill ready status following grant of the relevant Tenements.

3.4 ALLOCATION OF FUNDS AND RATE OF EXPENDITURE

3.41  Full Subscription Exploration Budget

The funds raised by this Offer are to be applied to progressing exploration and the strategic position of the
Company, to pay outstanding costs of the Offer and to be used for general working capital, as set out in the
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table below. The budget assumes that the Offer is fully subscribed resulting in a total of $5.0 million raised
through this Prospectus.

The proposed three year exploration budget for the Company is as follows:

PROJECT 1st Year 2nd Year 3rd Year TOTAL
MAJOR PROJECTS

Tick Hill Gold 200 000 200 000 191 000 591 000
Eucla Basin Heavy Mineral 200 000 200 000 230 000 630 000
Sands

Gwydir Diamond (inclusive of 300 000 290 000 290 000 880 000
Dirranbandi Diamond)

Bellfield Base Metal 50 000 100 000 120 000 270 000
ADVANCED PROJECTS

Burdekin Gold 180 000 190 000 190 000 560 000
Nymbool Gold 120 000 120 000 120 000 360 000
Burnett Gold Copper 100 000 100 000 100 000 300 000
Georgetown Inlier Gold 80 000 80 000 80 000 240 000
Clermont Copper Gold 82 000 90 000 90 000 262 000
GRAND TOTAL 1312 000 1370 000 1411 000 4 093 000

3.4.2 Minimum Subscription Exploration Budget

In the event that the raising only achieves the Minimum Subscription of $3.0 million, the Directors propose to
complete programs with reduced drilling components to test the best targets and to take action to maintain the
Tenements held by the Company.

The proposed exploration budget for the Company in the event that only the Minimum Subscription is raised is
as follows:

PROJECT 1st Year 2nd Year TOTAL

MAJOR PROJECTS

Tick Hill Gold 197 000 197 000 394 000
Eucla Basin Heavy Mineral 207 000 207 000 414 000
Sands

Gwydir Diamond (inclusive of 189 000 189 000 378 000
Dirranbandi Diamond)

Bellfield Base Metal 43 000 43 000 86 000
ADVANCED PROJECTS

Burdekin Gold 140 000 140 000 280 000
Nymbool Gold 132 000 132 000 264 000
Burnett Gold Copper 105 000 105 000 210 000
Georgetown Inlier Gold 89 000 89 000 178 000
Clermont Copper Gold 96 000 96 000 192 000

GRAND TOTAL $1 198 000 $1 198 000 $2 396 000



NG

Diatreme Resources

In the event that the funds raised are greater than the Minimum Subscription, but less than the total amount to be
raised, the program for the Minimum Subscription budget will be completed as well as additional exploration on
drill-ready targets and further work on the above projects in the second year, if warranted by results obtained in
the first year. Additional expenditure on drill-ready targets will be directed according to the level of subscriptions
received and the results of preliminary reviews to establish the priority in which work is to be undertaken on
those targets.

3.5 CORPORATE OBJECTIVES

The Company has extensive expertise in mineral exploration which it will use for Shareholder's benefit. The
principal objective is to discover a major mineral resource in Australia. This is consistent with the Company's
expertise. The Directors believe that if it can be achieved it will generate substantial wealth for Shareholders.

The Company's Directors have not formed a view on whether discoveries will be developed, farmed out, joint
ventured or sold by the Company as this decision must be made on the basis of maximising the returns to
Shareholders. Adecision can only be made when the full facts of a discovery are known.

Tick Hill Gold Project - Views from Tick Hill summit,
December, 2004.
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4.1 DIATREME RESOURCES LIMITED AND ITS BOARD

The Board is responsible for the corporate governance of the Company, including its strategic development.
The Board will be responsible for reviewing corporate strategy and financial targets in terms of Shareholder
expectations, performance and potential. It establishes goals for management and monitors achievement of

these goals.

4.2 PROFILE OF DIRECTORS AND EXECUTIVE MANAGEMENT

Anthony John Fawdon (Age 61) FAus..M.M., FA.I.C.D.
Executive Chairman CEO

Tony has been active in the Australian mining and exploration industry for 33 years,
working, until 1982, at various management levels for multinational companies. Tony
then became founder and director of several listed explorers including the
Queensland based gold and base metal explorer Strike Mining NL in 1994 for which
he was Managing Director/CEO until 2000. Tony is a Director of the Queensland
Resources Council Ltd and chairs their Exploration Committee. He is Chairman of
the Queensland Geoscience Improvement Forum, a member of the Queensland
Minister for Natural Resources and Mines Exploration Committee and is Chairman of
Opal Horizon Limited.

David Hugh Hall (Age 51) B.App.Sc. (Geol), G.Dip.E.Sc.
Executive Director - Exploration Administrator

David is a geologist with over 24 years experience in both field exploration and office
administration. During this time, he has developed skills and experience in corporate
management, with specialist experience in project maintenance, tenement
administration, government agency, landholder and native title liaison and public and
private company dealings. He is a member of the Exploration Committee of the
Queensland Resources Council Ltd.

Lawrence James Litzow (Age 70)-F.C.A.,A.A.U.Q.,A.C.I.S.
Non-Executive Director - Corporate Secretary

As a Chartered Accountant, Lawrie consults in specialist accounting and corporate
matters. He holds positions as corporate secretary with a number of public and
private companies. His background includes tenure as Managing Partner of Douglas
Heck & Burrell, Chartered Accountants, member of the Small Business Council
(advising the Federal Minister for Small Business), Chairman of the Small Business
Taxation Group (Canberra), State Chairman of the Taxation Institution of Australia
and Director of several public and private companies.

Kenneth James Harvey (Age 59) M.Sc., Dip. Ed., M.Aus..M.M., M.A.I.G.,
M.S.E.G.,,M.G.S.A.
Exploration Consultant

Ken has over 34 years experience in mineral exploration, management and
resource evaluation throughout Australia. He was a long-standing member of MIM's
exploration team, who were responsible for many discoveries. Throughout his
career he has held numerous management positions within the minerals industry. He
is currently a member of the Queensland Geoscience Improvement Forum and a
member of the Queensland Minister for Natural Resources and Mines Exploration
Committee.
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4.3 CORPORATE GOVERNANCE

The Board has put in place the framework and operational policies for the management of the Company
ensuring the proper management of internal controls and risk.

The Board of Directors
The Board carries out its responsibilities according to the following mandate:
o the Board should comprise at least three Directors;
o the Board should include atleast one non-executive Director;
¢ the Directors should possess a broad range of skills, qualifications and industry experience;
o the Board should meeton aregular basis; and

all available information in connection with items to be discussed at a meeting of the Board shall be
provided to each Director prior to that meeting.

The primary responsibilities of the Board include:
¢ the approval of the annual and half year financial reports;
¢ the establishment of the long-term goals of the Company and strategic plans to achieve those goals;

o the review and adoption of annual budgets for the financial performance of the Company and monitoring
the results on a quarterly basis; and

ensuring that the Company has implemented adequate systems of internal controls together with
appropriate monitoring of compliance activities.

Independent Professional Advice

With the prior approval of the Chairman, each Director has the right to seek independent legal and other
professional advice at the Company's expense concerning any aspect of the Company's operations or
undertakings in order to fulfil their duties and responsibilities as Directors.

Audit Committee

The Board has established an Audit Committee consisting of three Directors. The current members of the Audit
Committee are:

AJ Fawdon (Chairman)
DH Hall
LJ Litzow
The Audit Committee provides a forum for the effective communication between the Board and the auditors.
The Audit Committee reviews:
o the annual and half yearfinancial reports prior to their approval by the Board;
o the effectiveness of managementinformation systems and systems of internal control; and

o the efficiency and effectiveness of the audit functions.

The Audit Committee invites the auditors to attend Audit Committee meetings.
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Remuneration Committee
The Remuneration Committee consists of the following Directors:

AJ Fawdon (Chairman)
LJ Litzow

The policy of the Company is to set remuneration at competitive levels so as to attract the appropriate levels of
skill and experience in Directors and senior executives. The Remuneration Committee will commission external
independent experts to guide the Board in setting appropriate industry remuneration levels on a case by case
basis. The Remuneration Committee will recommend in each case (subject to Shareholder confirmation where
applicable):

o the amount of the remuneration; and

o the term of appointment.
Risk Management

The Board is responsible for the Company's system of internal controls. The Board monitors the operational and
financial aspects of the Company's activities and, through the Audit Committee, the Board considers the
recommendations and advice of the auditors and other external advisers on the operational and financial risks
that face the Company.

The Board ensures that recommendations made by the auditors and other external advisers are investigated
and appropriate action is taken to ensure that the Company has an appropriate internal control environment in
place to manage the key risks identified.

In addition, the Board investigates ways of enhancing existing risk management strategies, including
appropriate segregation of duties and the employment and training of suitably qualified and experienced
personnel. To manage risk, the Company has formed a Risk Management and Compliance Committee
consisting of:

DH Hall ( Chairman)
LJ Litzow
AJ Fawdon

Code of Conduct

As part of the Board's commitment to the highest standard of conduct, the Company has adopted a Code of
Conduct to guide executives, management and employees in carrying out their duties and responsibilities. The
Code of Conduct covers such matters as:

o responsibilities to Shareholders;
e compliance with laws and regulations;
o relations with customers and suppliers;

o ethical responsibilities;

employment practices; and

responsibilities to the environment and the community.
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RISKFACTORS

The directors consider that an investment in the Shares, the subject of this Prospectus, is speculative
because of the nature of the Company's intended activities.

The future performance of DRL and the future investment performance of the Shares may be influenced
by arange of factors. Many are outside the control of the Board and DRL. Priorto making any decision
to accept the Offer, investors should carefully consider the following risk factors applicable to the
Company.

Careful consideration should be given to the following risk factors, as well as the other information
contained in this Prospectus and the Applicant's own knowledge and enquiries, before an investment
decision is made. Some of the risks may be mitigated by the Company using safeguards and
appropriate systems and taking certain actions. Some of the risks may be outside the control of DRL
and not capable of mitigation. There are also general risks associated with any investment in Shares.

5.1 Specific Risk Factors of DRL

a) Reliance on Key Personnel In formulating its exploration programs, the Company relies to a significant
extent upon the experience and expertise of the following Executive Directors and Management:

Executive Chairman and CEO Tony Fawdon
Exploration Administrator David Hall
Exploration Consultant Ken Harvey

These gentlemen possess knowledge of many of the DRL tenements through extensive personal
experience of prospecting in those areas.

Although information concerning DRL's tenements has been chronicled, the loss of one or more of these key
personnel may adversely affect the Company's prospects of pursuing its exploration programs within the
timeframes and within the cost structure as currently envisaged.

Although the Key Personnel have a considerable amount of experience and have previously been
successful in their pursuits of important prospecting discoveries, there is no guarantee or assurance that
they will be successful in their objectives pursuant to this Prospectus.

b) Resource Targets The geological characteristics of the Company's gold, diamond, base metal and heavy
mineral sands targets at the various locations covered by the Tenements appear to have similar
characteristics to locations where established exploration and mining operations are being successfully
conducted. Similarity of geological characteristics is not determinative of any similarity in actual mineral
resources. Whilst those characteristics may encourage explorers like DRL to commit expenditure to drilling
programs, it must be appreciated that a substantial and real risk still exists that no viable resource will be
identified. As such, it is important that geological similarities be appreciated in the context that they only
provide an indication rather than any determinative evidence of any viable outcome.

c) Tenements A failure to adhere to the requirements for the expenditure identified in Section 6.2 of this
Prospectus will, unless an exemption is granted, make the Tenement subject to possible forfeiture.

Tenements have previously been renewed in Queensland and New South Wales notwithstanding full
expenditure requirements not having been met, on the basis that further expenditure will occur. The
combined expenditure on all Queensland tenements exceeds the aggregate of requirements for each
tenement, and itis anticipated that the practice of the Department of Natural Resources and Mines which has
enabled the Company to renew tenements on that basis will continue. However, a change of practice may
result in additional expenditure being required on specific tenements before renewal. The total required
cannot be determined in advance. If the practice were to change, the Company would review its expenditure
commitments on each affected tenement and determine whether to relinquish affected tenements or redirect
expenditure to maintain them.
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Not all of the tenements as detailed in Section 8 of the Prospectus have been granted. The Company cannot
guarantee that Native Title claims and other issues will not impact upon the successful granting of pending
applications.

Access negotiations completed by the Company with the Tagalaka People in relation to certain areas coming
within its Georgetown Inlier Gold Project have been embodied into a signed Indigenous Land Use
Agreement (ILUA) which has not been registered with the National Native Title Tribunal (NNTT).

Under certain Queensland Exploration Permits the lodgement of a Native Title claim will, under the terms and
conditions attaching to the grant of the original Permit, have the effect of excluding the claimed area from the
Permit area. In effect this would require the Company to pursue a right to negotiate process with such
claimants prior to conducting exploration.

5.2 General Risk Factors of DRL

a) Operation and Development Risks By its nature, the business of exploration, mineral development and
production which the Company may continue to participate in contains risks. Prosperity depends on the
successful exploration and/or acquisition of reserves, design and construction of efficient processing
facilities, competent operation and management, and efficient financial management. For its part,
exploration is a speculative endeavour, while mining operations can be hampered by force majeure
circumstances, environmental considerations and cost overruns for unforeseen events. Further, the nature
of the business of exploration, can sometimes result in industrial accidents, unusual or unexpected rock
formations, and other incidents beyond the control of the Company.

There can be no assurances that the proposed project exploration programs described in this Prospectus, or
any other projects or tenements that the Company may acquire in the future, will result in the discovery of a
significant ore deposit. Even if a significant ore deposit is identified, there can be no guarantee that it can be
economically exploited.

Ultimate success depends on the discovery and delineation of economically recoverable mineral resources,
establishment of an efficient exploratory operation, obtainment of necessary titles and access and
government and other regulatory approvals (including those relating to native title). The exploration
activities of the Company may be affected by a number of factors including, but not limited to, geological
conditions, seasonal weather patterns, technical difficulties and failures, continued availability of the
necessary technical equipment and appropriately skilled and experienced technicians, adverse changes in
government policy or legislation and access to the required level of exploration funding.

b) Development Possible future development of a mining operation at any of the Company's projects is
dependent on, or affected by, a number of factors including, but not limited to, the discovery of recoverable
ore bodies, favourable geological conditions, receiving the necessary approvals from all relevant authorities
and parties, seasonal weather patterns, unanticipated technical and operational difficulties encountered in
extraction and production activities, mechanical failure of operating plant and equipment, cost overruns,
access to the required level of funding and contracting risk from third parties providing essential services.

c) Mining In the event that the Company commences production, its operations may be disrupted by a variety
of risks and hazards which are beyond its control, including environmental hazards, industrial accidents,
technical failures, labour disputes, unusual or unexpected rock formations, flooding and extended
interruptions due to inclement or hazardous weather conditions, fires, explosions or other accidents. No
assurances can be given that the Company will achieve commercial viability through the successful
exploration and/or mining of its projectinterests.

d) Legislative Changes Changes in government regulations and policies may adversely affect the financial
performance of DRL. DRL is not aware of any current or proposed material changes in relevant regulations
or policy.

e) General Economic Conditions Changes in the general economic climate in which DRL operates may
adversely affect the financial performance of the Company. Factors that may contribute to that economic
climate include the general level of economic activity, interest rates, inflation and other economic factors.
The price of commodities and level of activity within the mining industry will also be of particular relevance to
DRL.
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f) Unforseen Expenses While DRL is not aware of any expenses that may need to be incurred that have not
been taken into account, if such expenses were subsequently incurred, the expenditure proposals of the
Company may be adversely affected.

g) Government Policy Capacity to explore and mine, as well as industry profitability generally, can be affected
by changes in government policy that are beyond the control of DRL.

Most of DRL's existing tenements are located in Queensland. The Company's main diamond project areas
are located in New South Wales and its heavy mineral sands project areas in South Australia and Western
Australia.

The Queensland State Government has made a number of changes to its Native Title regime and has from 1
April 2003 reverted to using the Commonwealth Right to Negotiate process administered through the NNTT.
The Queensland, New South Wales, South Australian and Western Australian state governments do
conduct reviews from time to time of their policies in connection with the granting and administration of
mining tenements. At present the Company is not aware of any reviews or changes that would materially
affectits tenements.

h) Native Title The Native Title Act 1993 (Commonwealth), related State native title legislation and aboriginal
land rights and aboriginal heritage legislation may affect DRL's ability to gain access to prospective
exploration areas or obtain production titles. Compensatory obligations may be necessary in settling native
title claims lodged over tenements held or acquired by DRL. The level ofimpact of these matters will depend,
in part, on the location, background tenure and status of the tenements. At this stage, it is not possible to
quantify the impact (if any), which these developments may have on the operations of DRL. For further
details regarding native title claims affecting the Company's tenements please refer to the tenement report
contained in Section 8 of this Prospectus.

i) Commodity Price Risk The Company's prospects and share price will be influenced by the price obtained
from time to time for the commodities targeted in its exploration programs. Commodity prices fluctuate and
are affected by factors including the relationship between global supply and demand for minerals, forward
selling by producers, the cost of production and general global economic conditions.

Commodity prices are also affected by the outlook for inflation, interest rates, currency exchange rates and
supply and demand issues. These factors may have an adverse affect on the Company's exploration and
any subsequent development and production activities, as well as its ability to fund its future activities.

j) Environmental Risks The Company's operations and projects are subject to State and Federal laws and
regulation regarding environmental hazards. DRL intends to conduct its activities in an environmentally
responsible manner, in accordance with applicable laws and regulations.

k) Share Market Risk The market price of Shares and Options can be expected to rise and fall in accordance
with general market conditions and factors specifically affecting the Australian resources sector and
exploration companies in particular.

There are a number of factors (both national and international) that may affect the share market price and
neither the Company nor its Directors have control of those factors.

1) Future Capital Needs and Additional Funding The future capital requirements of the Company will depend
on many factors including the results of the proposed exploration programs. The Company believes its
available cash and the net proceeds of this offer should be adequate to fund the continued exploration of the
projects and other Company objectives as stated in this Prospectus.

Should the Company require additional funding, there can be no assurance that additional financing will be
available on acceptable terms, or at all. Any inability to obtain additional funding, if required, would have a
material adverse effect on the Company's business and its financial condition and performance.
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VERONICA WEBSTER PTY. LIMITED

7 December 2004 (Incorporated in Queensland; ACN 010 299 224) Brisbane Office
Consultants to the Mining Industry 7 O’Quinn Street
; Les W Davis - Minerals Exploration Consultant Nudgee Beach QLD. 4014
The Directors
. I o Telephone & Fax: 07 3267 3355
Diatreme Resources Limited Email lesdavis@ozemail.com.au L Davis 0411 484 295
P OBox295 V Davis 0407 596 301
Brisbane Albert Street BC
Queensland 4002 POSTAL ADDRESS: PO Box 619, Hamilton QLD 4007
Dear Sirs,

RE: INDEPENDENT GEOLOGIST'S REPORT ON THE MINERAL PROPERTIES OF
DIATREME RESOURCES LIMITED

The Directors of Diatreme Resources Limited ("DRL") have commissioned Veronica Webster Pty Limited ("VWPL") to
prepare an independent geologist's report ("Independent Report" or "Report") on mineral properties held or controlled
by DRL and its subsidiaries, Chalcophile Resources Pty Ltd ("CRPL"), Regional Exploration Management Pty Ltd
("REMPL") and Lost Sands Pty Ltd ("LSPL").

The Independent Geological Report will be included in a Prospectus prepared by DRL for the purpose of raising
exploration capital and transferring its listing from NSX to ASX. The offer to the public will be for a subscription of 25
000 000 ordinary fully paid shares at $0.20 per share to raise $5 million.

Mr. L W Davis of VWPL was supplied exploration information by DRL, which warrants that the supplied information
was accurate and complete. Several days were spent perusing material and holding discussions with DRL staff at the
Brisbane office of DRL and discussing technical and land title aspects. Mr Davis has relied, at his own discretion, on
the observations and interpretations of previous explorers, exploration consultants and DRL geological staff.

VWPL has relied on the information and advice made available by the staff of DRL and its associates. Independent
checking at other organisations was not carried out. The views and conclusions expressed in this report are solely
those of VWPL and L W Davis.

Mr. Davis has considerable work experience in the geology and mineral deposits of Queensland and New South
Wales and inspected the Clermont Copper Gold (including the Peak Downs Copper Mine) and Gwydir Diamond
(Warialda area only) projects in early 2001. He examined the Yarrol and Mount Steadman gold prospects briefly
during March 2000 and the Nymbool Gold Project and its environs during 1981 and later in 1994. The Ironhurst
Prospect in the Georgetown Inlier Gold Project was visited in 2004. Prospects within the Burdekin Gold Project were
not visited specifically but Mr Davis supervised exploration programs in these localities during the 1990s during which
he examined the Gettysburg Prospectin the Burdekin Gold Project.

The Bellfield Base Metal Project, Eucla Basin Heavy Mineral Sands Project, Tick Hill Gold Project and Gwydir and
Dirranbandi Diamond projects have not been examined in the field but the potential for these Projects lies principally
atdepth and beneath coverrocks.

An appraisal of all the abovementioned information forms the basis of this report.

All references to mineral resources will be consistent with the most recent Australasian Code (and Guidelines to the
Code) for Reporting of Mineral Resources and Ore Reserves: Reports prepared by the Joint Committee of The
Australasian Institute of Mining and Metallurgy, the Australian Institute of Geoscientists and the Minerals Council of
Australia (JORC).

VWPL will observe the Code and Guidelines for Technical Assessment and/or Valuation of Mineral and Petroleum
Assets and Mineral and Petroleum Securities for Independent Expert Reports (The Valmin Code), which is referred to
by the Australian Securities and Investments Commission.

L Davis will observe Section 947B of the Corporations Act 2001. In accordance with Corporations Regulation 7.6.01
(1) (u) and Corporations Amendment Regulations 2003 (No. 7) 2003 No. 202, the independent report is not financial
product advice but is intended to provide investors with expert opinion on matters relevant to an investmentin DRL. L
Davis and VWPL are not operating under an Australian financial services licence and the advice in the independent
reportis an opinion on matters other than financial products and does not include advice on a financial product.

37




prospectus 2005

38

6.1 INTRODUCTION SUMMARY AND OPINION

DRL and its subsidiaries have acquired a portfolio of tenement areas that are grouped into two categories,
"Maijor Projects" and "Advanced Gold and Copper Projects", Figure 1.

The Major Projects are considered to be situated in geological environments with the potential to host large
mineral deposits or deposits with highly attractive economic characteristics. Should the company achieve
commercial success at any of these Projects then a large operation is considered likely in both terms of cash
flow and longevity. Success in this category might have the effect of changing DRL out of the ranks of a junior
explorer but this outcome must be considered high risk as it relies on heavy exploration expenditure over along
period.

Itis DRL's intention to conduct the initial exploration on the Major Projects in order to define targets and then
farm out the Major projects to joint venturers, who will fund the ongoing exploration programs.

DRL intend to retain 100% interest in the Advanced Gold and Copper Projects. These will be explored rapidly
because programs with drill targets have already been planned. Several of the Advanced Projects contain
JORC-classified resources and the future programs have been designed with the objective of increasing the
resources.
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Figure 1: Diatreme Resources limited - Project locations.
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6.4 ADVANCED GOLD AND COPPER PROJECTS

DRL have several exploration areas for gold and copper in Queensland, Figure 1. Most of these are advanced
because preliminary field surveys are completed, the results are encouraging and drill programs have been
prepared. Although economically important discoveries cannot be ruled out for these areas, DRL does not
promote the value potential that it does for the Major Project category. However because of the definition of
targets and the principal commodity being gold, an operation might be established quite rapidly once resources
have been proved. The prospects scheduled for drilling are:

Project Prospects
Burdekin Gold Project Gettysberg and Sellheim Gold Prospects
Nymbool Gold Project Nymbool Gold-Copper and Ambrose Gully Gold Prospects
Clermont Copper Gold Project Peak Downs, Oaky Creek and Comstock Copper Prospects
Burnett Gold Copper Project Yarrol, Mount Steadman and Cannindah Gold Prospects
Georgetown Inlier Gold Project Ironhurst and Warrigal Creek Gold Prospects

The Exploration Permit for Minerals ("TEPMs”) and ("TEPMASs”) protecting the above prospects are often large
and have been designed to include previously identified prospects, areas containing geochemical and
geophysical anomalies and geologically favourable ground. DRL has reconnaissance programs prepared for
several of these with a view to developing them to the drilling stage.

Less advanced initiatives where reconnaissance activity is planned include the Tondarra EPM and Teatree
Creek EPMA within the Burdekin Gold Project, south of Townsville, and the Munitions Creek Gold Prospect in
the Langdon River EPM within the Georgetown Inlier Gold Project.

6.4.1 BURDEKIN GOLD PROJECT

The Burdekin Gold Project comprises EPM 12887 "Pyramid", EPM 14402 "Tondarra" and EPMA 14675
"Teatree Creek".

The Pyramid EPM is located in the Drummond Basin region of central Queensland which is located
approximately 120 km south-east of Charters Towers and 220 km west of Mackay in central Queensland,
Figure 1. It contains several prospects showing gold bearing epithermal style quartz veins. The region is
important for economic gold deposits of the epithermal style such as Pajingo, Yandan and Wirralie.

The Tondarra EPM and Teatree Creek EPMA are situated some 125 km south south-east of Townsville and
both contain mineralisation with epithermal characteristics.
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Tenure
EPM 12887, "Pyramid”, contains 100 sub blocks (about 320 km?) and was granted on 5 August 2004.

EPM 14402 "Tondarra" and EPMA 14675 "Teatree Creek" each contain 100 sub-blocks (about 640 km? in
total). EPM 14402 was granted on 23 November 2004.

Pyramid EPM
Geology and mineralisation

The Pyramid area lies in the north-east corner of the Drummond Basin of Devonian to Carboniferous age. A
north-north-east trending inlier of Late Ordovician Anakie Metamorphics divides this region from the main area
of Drummond Basin sedimentation to the west. Athick wedge of the Late Carboniferous Bulgonunna Volcanics
forms the Bulgonunna Block to the east.

The Drummond Basin succession is generally a monotonous sequence of sandstones, siltstones shales and
some conglomerates interdigitated with varying amounts of calcareous material. The sequence is intruded by
rhyodacitic or andesite porphyry rocks with associated volcanics. The Saint Anns Formation of late Devonian to
early Carboniferous age is dominated by a sedimentary sequence composed of feldspathic quartz
sandstones, micaceous siltstones and thin beds of algal limestones and quartz pebble conglomerates.
Equivalents to the Saint Anns Formation are the hosts to epithermal gold mineralisation in the Drummond
Basin at the Pajingo, Yandan, Wirralie and Twin Hills gold deposits. On this basis, considerable potential is
thought to exist for the development of multiple bulk-tonnage epithermal gold deposits within sediments of the
Saint Anns Formation in the Pyramid area. In the Pyramid area mineralisation also occurs within the Ukalunda
Beds which underlie the Saint Anns Formation.

The EPM is located on a major north-north-east trending belt of gold mineralisation developed over a strike
length of 15 km, extending from the Sellheim North Prospectin the north, south-westerly through to the Pradesh
- Rockpool Creek prospects in the south, with many prospects in between, Figure 12.

Mineralisation at the Pyramid area consists of several styles, including:

o Epithermal quartz veins, graphite-pyrite-sericite stylolitic veinlets and breccia matrix infill.
o Late Carboniferous intrusive related silver-lead-zinc veins.
o Late Carboniferous intrusive porphyry copper-gold veins.

Of these styles, the most economically significant gold mineralisation is the epithermal style quartz veins and
graphite-pyrite-sericite-chlorite stylolitic veinlets and breccia matrix infill. Both carry free visible gold and
electrum is present within stylolites. This mineralisation is hosted within clastic units of the Ukalunda Beds and
SaintAnns Formation.

DRL considers that the two most important prospects are the Sellheim and Gettysberg prospects, both of which
manifest epithermal style quartz veins and graphite-pyrite-sericite-chlorite stylolitic veinlets.

Previous investigations

From the late 1970s, several mining companies have been active in and around EPM 12887 with exploration
mainly directed towards locating epithermal gold mineralisation. These have included Amoco Minerals Inc,
AOG Minerals Limited, Sanidine NL, Battle Mountain (Australia) Inc ("BMA") (Pajingo Gold Mine Pty Ltd),
Hunter Resources Limited, Dalrymple Resources NL ("Dalrymple"), Poseidon Exploration Limited, and
Newcrest Mining Limited ("Newcrest").

The work has included mainly geological mapping, stream sediment (BCL and pan concentrate) surveys, rock
chip sampling and drilling of gold anomalous prospects, especially those showing epithermal characteristics.
Some exploration was directed specifically towards Carboniferous intrusive associated porphyry gold
mineralisation.
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Various prospects which have been drill tested within the Project area, are summarised in Table 3.

Prospect Company Type Hole No’s No. of Holes Metreage
Sellheim BMA RC EBRO001 to 009 9 750
BMA RC EBRO038 to 048 11 1560
Dalrymple RC MDRCO022 to 024 3 236
Dalrymple RC MDRC-60 1 80
Gettysberg Dalrymple RC MDRCO025-054 24 2430
Dalrymple Diamond MDDO001 to 003 2 284
Dalrymple RC MDRCO059 1 150
Dalrymple RC MDRCO064 1 150
Marrakesh Dalrymple RC MDRCO001 to 006 6 543
Pradesh Dalrymple RC MDRCO007 to 010 4 418
Madras Dalrymple RC MDRCO020 to 021 2 120
Rutherfords Dalrymple RC MDRCO017 to 019 3) 192
Carey Guille Dalrymple RC MDRCO011 to 016 6 594
Sugarloaf Dalrymple RC MDRCO055 to 056 3 573
Dalrymple RC MDRCO065 to 067 2 80
Newcrest RC MDRCO068 to 071 4 738
Dempsey's Dalrymple RC MDRCO057 to 058 2 100
TM-64 Dalrymple RC MDRCO061 to 063 3 100
Mt Stone BMA RC EBRO11to 021 11 1466
Buried Hatchet Dalrymple RC MSRCO001 to 002 2 100

Table 3. Summary of Previous Drilling conducted over the area of EPM 12887.

Future Exploration

Following a comprehensive review of previous investigations and available literature, DRL concluded that
future exploration over the Pyramid Project should be directed towards locating a bulk-tonnage sediment-
hosted epithermal gold deposit, within the Ukalunda Beds and Saint Anns Formation sediments.

Mineralisation is likely to be "blind" as the area has been extensively prospected and explored by surface
geochemical techniques.

The proposed exploration program includes further geological mapping, acquisition of digital aeromagnetic and
radiometric data, structural analysis, refined improved soil geochemical sampling, IP - resistivity geophysical
surveys and RC drill testing of targets generated

The Sellheim Gettysberg Marrakesh - Pradesh line of basin margin fault prospects have potential for modest
high-grade gold mineralisation. No deep diamond core drilling has been undertaken on these prospects and so
they can be considered as only partially tested.

Eight high priority targets have been identified from structural analysis, where a combination of antiform
structures, north-north-west trending sinistral crosscutting faults and east-north-east dip-slip faults occur in
close proximity.

Gettysberg Prospect

DRL will give the Gettysberg Prospect priority, Figure 12and 13.

Follow up of a stream sediment anomaly resulted in the discovery of the Gettysberg Prospect by previous
explorers. Highly anomalous rock chip assays up to 2000 g/t gold were located in siliceous breccias.
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Figure 13: Burdekin Project - Gettysberg Prospect - Section 2000N - Drill holes with gold
mineralisation (refer Figure 12).

Geologically the prospect consists of a folded sequence of Ukalunda Beds and Saint Anns Formation
comprised of fine-grained micaceous siltstones, feldspathic sandstones and thin beds of algal imestones, calc-
arenites and quartz pebble conglomerate. Sericite jarosite alteration is developed around quartz vein stock
works. Structurally the area is complex and consists of a series of north-north-east and north-north-west
plunging anticlines, with fault contacts near the conglomerates. An argillic altered rhyodacite dyke is present in
the north-west and narrow north-north-west trending andesite porphyry dykes are present.

Soil sampling delineated a 400 by 100 m anomaly of >175 ppb gold (1500 ppb gold peak) trending north-east.
Several zones of >50 ppb gold occur outside the main anomalous zone.

Dalrymple drilled 26 RC holes (MRDCO025 to MRDCO050) and two diamond core holes (MDD001 to MDDO002;
MDDO003 was a diamond extension) over a strike extent of 400 m and widespread gold mineralisation was
intersected in 21 holes. The most encouraging results of this drill program are presented in Table 4.

Hole No. From To Width Gold g/t Au Gold g/t Au
(m) (4m Samples) (1m Samples)

MDRCO031 0 8 8 18. 08 7.31

MDRCO033 52 76 24 4.96 3.06

MDRCO034 28 44 16 2.48 3.84

MDDO001 47 80 33 1.16

MDDO002 23 51 28 2.66

MDRCO039 8 72 64 0.49

MDRCO042 8 72 64 0.35

MDRCO037 28 64 36 0.74

Table 4. Significant Intersections - Gettysberg Prospect.
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