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ACTIVITIES REPORT FOR THE QUARTER ENDING
30 SEPTEMBER 2004

CORPORATE HIGHLIGHTS
ACQUISITION OF LOST SANDS PTY LTD

In September, shareholders approved the acquisition of Lost Sands Pty Ltd, a company holding significant
exploration tenement applications in the Eucla Basin of South Australia and Western Australia. These applications
extend over 300km of the most prospective portions of an ancient shoreline exhibiting high potential to be a heavy
mineral sands province. Previous scout drilling in a small portion of the Eucla Basin Project area has recovered
2.85% heavy minerals with up to 47% of “the high priced zircon” in the mineral assemblage.

A major source of mineral sands in the province is the Yilgarn Craton which hosts the Kalgoorlie Goldfields. This
improves the potential for the province to also contain gold, platinum and possibly diamonds as part of the mineral
assemblage.

TICK HILL OPTION AND SALE AGREEMENT

On 27 August 2004 the Company entered into an "option and sale agreement" with Mount Isa Mines Limited
(a member of the Xstrata Copper Group of companies) over the Tick Hill Mining Leases (covering 390 ha) situated
in the highly prospective and mineralised Mt Isa region of northwest Queensland.

EXPLORATION HIGHLIGHTS
GWYDIR DIAMOND PROJECT( 100% Diatreme)

Exploration Licence Application No 2329 (Bellata) covering an area of approximately 298 km? was granted as
Exploration Licence No 6301 on 22 September 2004 for a 2 year term. The Company expects the New South Wales
government to grant the remaining areas under exploration licence application within the next two months.

DIRRANBANDI DIAMOND PROJECT( 100% Diatreme)

Exploration Permit for Minerals Application No 14661 covering an area of approximately 691 km? is currently being
progressed to grant by the Queensland government.

PYRAMID GOLD PROJECT (100% Diatreme)

Exploration Permit for Minerals No 12887 covering an area of approximately 320 km? was granted on 5 August 2004
for a 5 year term. This Permit contains existing quality drill targets along strike from high grade epithermal gold
occurrences.

CLERMONT COPPER/GOLD PROJECT (100% Diatreme)

Exploration Permit for Minerals No 14026 covering an area of approximately 320 km? was granted on 26 August
2004 for a 5 year term. This Permit contains copper prospective areas at the Comstock and Oaky Creek prospects,
along strike from the Company’s “Peak Downs” copper resource.

CORPORATE

Proposal to list on the ASX

Diatreme is progressing with preparation of a prospectus associated with its previously announced proposal to consider
having its securities listed on the ASX. The Company plans to seek an application to list on the ASX in early 2005.

Acquisition Of Lost Sands Pty Ltd

During the quarter, subject to shareholder approval, Diatreme successfully acquired 100% of the equity of Lost Sands
Pty Ltd by issuing 13,420,000 new ordinary fully paid Diatreme shares to that company’s shareholders. Lost Sands is now a
wholly owned subsidiary of Diatreme.
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Tick Hill Option and Sale Agreement

Under the option and sale agreement signed in August 2994, Diatreme can acquire a 100% interest in the three Tick Hill
mining leases (ML’s 7094, 7096 & 7097) covering 390 ha, subject to the Company meeting annual exploration expenditures on
the leases. Diatreme has the right to purchase the mining leases at any time by exercising the Option. A royalty will apply to
any gold produced, with the royalty rate based upon recovered gold grade and the royalty amount based upon gold produced.

The annual reports of MIM Holdings Limited (now known as Xstrata Queensland Limited) indicate that between 1991 and 1995
the Tick Hill Gold Mine produced 513 333 ounces of gold from 705 000 tonnes of ore at an average grade of 22.6 g/t gold. The
mine was a highly profitable operation with estimated net cash in excess of $150 million from total capital costs of $25 million.
Near surface ore was mined by a 70 metre deep open pit prior to a decline being developed to access the deeper underground
ore.

Diatreme rates the potential in the immediate mine area as high despite extensive exploration completed by Xstrata. Previous
work resulted in an extensive high quality exploration database on the mining leases area, including modern geophysical
survey results with only limited follow-up work. An extensive high quality database also resulted from mining the Tick Hill
deposit.

Exploration to be conducted by Diatreme will target strike extensions to the mined deposit and will also search for new
deposits in adjacent areas using the database information and the results of field work to be undertaken by the Company.

Diatreme has commenced the task of compiling and interpreting database information. Initial work has identified an interpreted
chargeability anomaly adjacent to, and in the footwall of, the mined deposit. Drilling of this target will be completed as part of
the initial field program on the area.

EXPLORATION

Tenement Applications

Tenement Applications granted during the period 1 July 2004 to 30 September 2004

Project State Tenure ID Name Grant Area Term

date (sq km)
Gwydir NSW EL 6301 Bellata 22-09-04 298.0 2yr
Pyramid QLD EPM 12887 Pyramid 05-08-04 320.0 5yr
Clermont QLD EPM 14026 Clermont No 3 25-08-04 320.0 5yr

Gwydir Diamond Project (Diatreme 100%)
EL 5900, EL 6301, ELA No's 2330, 2331 & 2362 - Northern New South Wales
Diatreme expects that all exploration licence applications will be granted during the next quarter. Once granted, the Company

can plan a co-ordinated exploration approach over the numerous high priority magnetic anomalies that have already been
identified.

Dirranbandi Diamond Project (Diatreme 100%)
EPMA 14661 - Southern Queensland

Studies have continued to refine specific targets of interest for first pass exploration to be conducted following grant of the
exploration permit, expected to occur during the next quarter.

Clermont Gold Copper Project (Diatreme 100%)
EPM’s 12867, 12956 & 14026 - Central Queensland

With the granting of EPM 14026 during the quarter, Diatreme can now commence exploration directed towards generating
copper / gold drill targets along the interpreted exhalite chert horizon in the prospective Oaky Creek and Comstock areas.

Pyramid Gold Project (Diatreme 100%)

EPM 12887 - Central Queensland

With the granting of EPM 12887 during the quarter, Diatreme can now commence exploration directed towards evaluating
eight high priority targets using soil geochemistry, detailed geological mapping and IP resistivity geophysical surveys. Drill
targets have been identified on a shallow north plunging structure on the northern strike extensions of the Gettysburg
Prospect. The best previous drilling intersection was 8m @ 18 g/t gold.

Dated this 28th day of October 2004
Signed for and on behalf of the Board

Anthony J Fawdon
Executive Chairman/CEO

The basis for the information contained in this report is compiled by a competent person or persons (as defined by the Australasian Code of
Reporting of Identified Mineral Resources and Ore Reserves) with relevant experience in the field of activity being reported.
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