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NSX ANNOUNCEMENT
2 June 2004

The General Manager

Stock Exchange Of Newcastle Limited
Ground Floor

384 Hunter Street

Newcastle NSW 2300

Dear Sir

RE: PROPOSED ACQUISITION OF LOST SANDS PTY LTD

Diatreme Resources Limited (DRL) has been conducting negotiations with Lost Sands Pty Lid
(LSPL), a mineral sands exploration company holding strategic mineral tenement applications in
South Australia and Western Australia. DRL is preparing a proposal to acquire 100% of the equity of
LSPL for the issue of ordinary fully paid shares in DRL.

DRL has advised LSPL that it wishes to progress the proposed acquisition and has now
commissioned an Independent Geological Consultant to prepare a Valuation Report on LSPL. The
two companies have agreed to structure the terms of the acquisition upon the resulting report. The
proposed acquisition will be subject to shareholder approval at general meetings of each company.
A Notice of Meeting and Explanatory Memorandum will be forwarded to DRL shareholders in due
course.

Mineral Potential

For the last two years LSPL has been conducting research into heavy mineral sands potential within
Australia. The Company has identified an underexplored ancient “fossil” marine shoreline crossing
between South Australia and Western Australia. The shoreline exhibits high potential to contain
heavy mineral deposits. LSPL has made application for approximately 300 km of the most
prospective portions of the shoreline.

Previous exploration by other parties along the shoreline southeast of the LSPL South Australian
tenements has encountered grades ranging up to 27.2% heavy minerals.

The LSPL mineral exploration model includes heavy mineral sands, gold, platinoids, and possibly
diamonds, as part of the mineral assemblage within the tenements. Under the model, the sources of
the mineral potential are the ancient rivers which have flowed over extended geological time from
gold and mineral rich provinces, including the Kalgoorlie and Eastern Goldfields of Western

7%%&

Australia.

A J FAWDON
Executive Chairman/CEO



