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Zircon bonanza discovered in Eucla Basin
Highlights

e llukareport $4 billion in ground value of zircon
e Diatreme has large ground position in zircon rich Eucla Basin
e lluka surround Diatreme’s ground in “pegging spree”

Diatreme Resources Limited (“Diatreme”) has a major ground position of approximately
7000 km? in the newly emerging Eucla Basin Heavy Minerals Sands Province, where lluka
Resources Limited (“lluka”) (ASX code ILU) have recently reported as having identified
$4 billion of potential value in its zircon-rich Jacinth and Ambrosia discoveries.

Mr Tony Fawdon Executive Chairman and CEO of Diatreme said:

“Although we are only starting our exploration programme in the Eucla Basin we are
confident that we have access to the best of the ground and can delineate resources which
can be translated into a world-class zircon project”

Why Zircon

Chinese demand for zircon has grown strongly over the last three years which, has lead to
significantly higher prices due to under supply in the world markets, with a projected shortfall
in 2005 of 100 000 tonnes.

The strong demand in zirconium chemicals has been driven by the increases in the uses for
zircon, beyond the traditional industries of tiles, foundry blocks, furnaces, TV and computer
screen glass, due to continuous growth in diversified downstream products, mainly in
advanced and structural ceramics products associated with the burgeoning
telecommunications industry, including optic fibore and mobile phones and ceramic fuel cell
technology.

Australia is one of the world’s largest suppliers of raw zircon product, but its larger mines are
mature, which will put further pressure on zircon supply.

TZMI the industry commentator has recently forecasted global prices for 2005 at US$620

per tonne FOB and there have been rumours within industry that spot prices have already
reached US$1000 per tonne for limited tonnages.
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Discoveries by lluka

In late 2004 lluka reported its zircon-rich heavy minerals (HM) discoveries at Jacinth and
Ambrosia, 100 km further along the fossil shoreline to the south east of the Diatreme project
area. lluka’s Jacinth Project has focussed on a 15 km area, and their drill traverses have
confirmed earlier drilling which revealed grades up to 37% HM, with high grade zircon.
lluka’s discovery drill line averaged grades of 10% HM, consisting of 52% zircon,7% rutile
and 24% ilmenite, which was reported as having comparable grades to the Eneabba Mineral
Sands Province in its heyday.

Diatreme’s Mineralised Zone

Diatreme identified major strandlines and a barrier dune system from digital terrain
modelling in early 2002, and interpreted the feature as a “fossil” shoreline that was formed in
the Tertiary. Further research work by Diatreme, then established the zones along the
strandlines which were considered to hold the best depositional environment for heavy
mineral concentrations. At that time the northern portion of the fossil shoreline, some 800 km
in length was vacant, with no areas covered by exploration tenements for HM’s.

Diatreme then discretely applied for the most prospective zones for HM's in the northern part
of the basin, which covered the bulk of the 200 km long Ooldea Barrier Dune system, in
South Australia. Further applications were made In the Western Australia portion of the
basin covering 40 km of the Shell Lakes convergence where two strandlines come together,
and two 40 km long “J” curve bays at Wanna and Forrest lakes respectively. The inset “J”
curve bays are always considered to be favoured zones for high grade accumulations of HM
mineralisation based on past exploration experience.

Work done by BHP

BHP conducted wide spaced drilling in 1990 and 1991 on the Ooldea Barrier Dune system,
with very encouraging results. Unfortunately for BHP, zircon the primary mineral in the HM
suite was very low priced at the time.

Diatreme’s South Australian project has acquired the results of a scout drilling campaign
conducted by BHP in the early 1990’s with traverses up to 50 km apart in one case, but
commonly with drill hole spaces from 1 to 2 km apart.

The BHP drilling identified a very large HM mineralised footprint on the western Ooldea
Barrier Dune in South Austalia, with a wide spaced zone 30 km by 12 km in extent, carrying
continuous HM mineralisation and with on strike HM located 12 km either side of the central
zone. HM mineralisation in the main drilling in the western Ooldea is open ended, with the
potential to host a mineralised zone of 60 km or more. The best grades were in drill hole
m178 comprising of 2.85 % HM, consisting of 47% zircon, 31% ilmenite, 5% leucoxene, and
2% rutile over a 4m thickness, although intersections of 12 m to 16m thickness have been
achieved elsewhere. Many of the drillholes finished within the ore zone.

Forward Work Programme

Diatreme is now seeking the granting of all Eucla Basin Project tenements with respective
mines departments and has commenced discussions with Indigenous Communities.
Diatreme is looking to commence remote sensing data collection, after its listing on the
Australian Stock Exchange and will commence further infill drilling in mid 2006 at the large
Western Ooldea Prospect. Diatreme intends to expend $500 000 in the first year, in
exploration and infill drilling in the western Ooldea Barrier Dune in South Australia, while
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conducting geological reconnaissance at the Shell and Wanna Lakes areas in Western
Australia.

Corporate

Diatreme has a current IPO prospectus open to raise $5 million to list on the Australian
Stock Exchange and is planning to close the offering on 31 May 2005, Diatreme reached its
minimum subscription with the input of $3 million by Minerals Corporation Limited (“Minerals
Corporation”)(ASX code MSC). Minerals Corporation has signed agreements to have the
right to acquire 40% of Diatreme’s Eucla Basin interests by the expenditure of $3.4million
over a 5 year period. Diatreme will remain the field operator.

About Diatreme Resources

Diatreme was listed on the Newcastle Stock Exchange (NSX) on 30 October 2003 with the
code DRL, and currently has 1400 long standing shareholders. Diatreme will be applying for
a listing in the Mining and Metals Index on the ASX and is expected to list in mid June with
the share code DRX.
Diatreme has been exploring only in Australia and has expended $3.3million on its projects
to-date, with advanced gold and copper projects in Queensland with resources currently
standing at:

e 150000 oz gold

e 30 000 tonnes of copper oxide metal

Diatreme also has potential diamond pipe targets in northern New South Wales around
Bingara and Copeton and a Mount Isa style base metal project in north Queensland.

Diatreme’s large Eucla Basin project is seen to be the “Company Maker” and is set to be the
main focus for the company.

For further information, please contact:

Tony Fawdon - Exec Chairman and CEO 07 3229 9927
Kevin Kartun - RADAR Investor Relations 0413 806 353
or refer to the website and prospectus at www.diatreme.com.au
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