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ACTIVITIES REPORT FOR THE QUARTER ENDING 30 JUNE 2004

CORPORATE HIGHLIGHTS

PROPOSED ACQUISITION OF LOST SANDS PTY LTD

Subject to Shareholder approval the Company is proposing to acquire Lost Sands Pty Ltd. Lost Sands holds
applications for tenements, in the Eucla Basin of South Australia and Western Australia, extending over 300km of the
most prospective portions of an ancient shoreline exhibiting high potential to be a heavy mineral sands province.

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.

EXPLORATION HIGHLIGHTS
GWYDIR DIAMOND PROJECT( 100% Diatreme)

Studies over the Company's extensive areas under exploration licence application in NSW indicate the existence of at
least 50 geophysical anomalies which are prospective for diamond pipes as a hard rock source for the diamond
bearing alluvial gravels of the Bingara and Copeton diamond fields. The EL applications are positioned on the
“upstream” side of ancient rivers which supplied diamonds to the Bingara and Copeton alluvial diamond fields.

DIRRANBANDI DIAMOND PROJECT( 100% Diatreme)

This new project area covers 18 magnetic anomalies coincident with unusual low circular topographic features which
are considered to be favourable surface indications for diamond pipes. Past shallow drilling of some anomalies has
identified some indicator minerals normally found in diamond hosting pipes. Deeper drilling is required to assess
diamond potential.

PYRAMID GOLD PROJECT (100% Diatreme)

The exploration permit application is proceeding to grant. Diatreme has conducted research work which has
identified quality drilling targets along strike from high grade epithermal gold occurrences.

CLERMONT COPPER/GOLD PROJECT (100% Diatreme)

The Clermont No 3 exploration permit application is proceeding to grant. This application contains prospective areas
for copper at the Comstock and Oaky Creek prospects. If successfully explored these prospects would complement
the Peak Downs copper resource.

CORPORATE

Proposed Acquisition Of Lost Sands Pty Ltd
(Announced 2 June 2004)

Diatreme has been conducting negotiations with Lost Sands Pty Ltd (Lost Sands), a mineral sands exploration company
holding strategic mineral tenement applications in South Australia and Western Australia. The Company has proposed to
acquire 100% of the equity of Lost Sands for the issue of ordinary fully paid shares in Diatreme.

An Independent Valuation Report on Lost Sands has been commissioned, following receipt of which the structure and terms of
the acquisition has been finalised. A Notice of Shareholder Meeting and Explanatory Memorandum to Diatreme shareholders
is currently under preparation as the proposed acquisition will be subject to shareholder approval.

For the last two years Lost Sands has been conducting research into heavy mineral sands potential within Australia, identifying
an under explored ancient “fossil” marine shoreline crossing between South Australia and Western Australia. The shoreline
exhibits high potential to contain heavy mineral deposits. Lost Sands holds application for approximately 300 km of the most
prospective portions of the shoreline.
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Previous exploration by other parties along the shoreline southeast of the Lost Sands South Australian tenements has
encountered grades ranging up to 27.2% heavy minerals.

The Lost Sands mineral exploration model includes heavy mineral sands, gold, platinum, 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 Australia.

Share Purchase Plan
(Announced 12 May 2004)

A Share Purchase Plan (SPP) was instigated by Diatreme during the quarter with funds raised to be applied to further
exploration and drilling on the Company's mineral projects and in progressing a public prospectus offeringWith the closing of
the SPP on 23 June 2004 Diatreme advised the NSX that 52 shareholders had accepted the offer, resulting in the issue of
1,005,877 new ordinary shares at an offer price of 6.621 cents per share and raising $66,600.00.

The additional securities were listed on the NSX in early July 2004.

EXPLORATION

Tenement Applications
Table 1 : Tenement Applications during the period 1 April 2004 to 30 June 2004

Project State Tenure ID Name Application Area Term
date (sq km)

Gwydir NSW | ELA 2329 (Inv) Bellata 14-04-04 298.0 2yr

Gwydir NSW | ELA 2330 (Inv) Yetman 14-04-04 298.0 2yr

Gwydir NSW | ELA 2331 (Inv) Pallamallawa 14-04-04 256.3 2yr

Gwydir NSW | ELA 2362 (Inv) Mallowa Creek 20-05-04 86.4 2yr

Dirranbandi QLD EPM 14661 Dirranbandi 04-06-04 691.3 5yr

Gwydir Diamond Project (Diatreme 100%)
EL 5900, ELA No's 2329, 2330, 2331 & 2362 - Northern New South Wales

With the addition of four new exploration licence applications during the quarter (Table 1), the Gwydir Project area now
stretches from near Yetman to Bellata and west past Moree in northern central New South Wales (Figure 1). The tenements
form a discontinuous arc of approximately 200 kilometres in extent covering what Diatreme believes are possible source areas
for the Copeton and Bingara alluvial diamond fields.

No hard rock source has yet been discovered for the alluvial Bingara/Copeton diamonds, not withstanding that they have been
the largest producing diamond fields in eastern Australia with a collective estimated production of 400 000 metric carats.
Diatreme is using innovative geological methods coupled with interpretation of the latest high quality geophysical and
radiometric data in the search for the diamond source(s). Over 50 high priority magnetic anomalies have been defined within
the extrapolated source areas.

Drainage patterns at the time of deposition of the alluvial diamonds in the elevated ancient river system at Bingara/Copeton
have been reconstructed. Importantly, the paleo-drainage directions are interpreted as being reversed from those of the
present time. This has enabled Diatreme to establish the possible ancient headwater catchments supplying diamonds to the
alluvial deposits in pre-tertiary times.

Once the exploration licences are granted Diatreme intends to conduct reconnaissance ground geology and geophysics for
follow-up by drilling on selected anomalies. This approach to diamond exploration has been successful in discovering new
diamond bearing pipes in other parts of the world.

Following on from the previously reported drilling within EL 5900, petrological examinations of rock chip drill cuttings were
conducted resulting in the identification ofbasanite and possible deep seated diatreme rocks types.

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

Regional diamond work, involving interpretation of airborne magnetic, radiometric and topographic data, indicated a diamond
prospective region being identified approximately 50 km northwest of Dirranbandi and resulted in an application for an
exploration permit over a 691.3 sq km area (Table 1).

Diatreme Resources Limited - Activities report for the Quarter ending 30 June 2004 Page 2of 4



The area of interest lies to the west of the Goondiwindi Fault and covers Mesozoic and Cainozoic sedimentary rocks. A
number of ‘sink hole’ features are of interest with regard to the hard-rock source of the alluvial diamonds in the
Bingara/Copeton area and also alluvial diamonds near Narrabri, NSW. These ‘sink holes’ may result from subsidence and
compaction of sediments deposited into craters above ultramafic diatremes (possible diamond pipes).

Previous exploration on these ‘sink hole’ features by two companies provides encouragement in that possible indicator
minerals for diamonds were found in drill holes in the area.

Deeper drilling than previously carried out programs will be required to further test these features.

Clermont Gold Copper Project (Diatreme 100%)
EPM’'s 12867, 12956, EPMA14026 - Central Queensland

EPM 14026 application (Clermont No 3) successfully passed through the Native Title Act 1993Gwlth) notification process with
no objections being lodged. The application is now proceeding to grant under the "expedited procedures" provisions.

Once granted, the Company will be able to commence exploration directed towards generating copper / gold drill targets along
the interpreted exhalite chert horizon in the prospectiveOaky Creek and Comstock areas.

Pyramid Gold Project (Diatreme 100%)
EPMA 12887 - Central Queensland

EPM 12887 application (Pyramid) successfully passed through the Native Title Act 1993 @wlith) notification process with no
objections being lodged. The application is now proceeding to grant under the "expedited procedures" provisions.

The project covers an area of 320sq km in the very productive central Queensland area that hosts many significant gold
deposits including Pajingo, Vera Nancy, Wirralie, Yandan, Mount Coolon and Twin Hills/Lone Sister.

Once granted, Diatreme will be able to commence exploration directed towards evaluating eight high priority targets using soil
geochemistry, detailed geological mapping and IP resistivity geophysical surveys. Data research and target definition is
currently being carried out for the purpose of planning reverse circulation drilling programs.

At present drill targets have been identified on a shallow north plunging structure on the northern strike extensions of the
Gettysburg Prospect. Drilling by a previous explorer at Gettysburg encountered very encouraging drill results with the better
intersections listed in Table 2 below.

A narrow mineralised under-explored corridor
appears to strike north-east from the

Table 2 : Gettysburg Prospect .
Gettysburg Prospect for several kilometres to

Drill Hole Intersection (m) Reported Gold Grade the Sellheim area.

MDRC31 0-8 8m @ 18.1 g/t

MDRC33 52-76 24m @ 5.0 git The Company will evaluate further data from
MDDO02 25-51 26m @ 2.5 g/t throughout the EPM area to help establish
MDRC34 28-44 16m @ 2.5 g/t other drilling targets.

Dated this 30th day of July 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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Figure 1 : The Gwydir Diamond Project area showing the location of the Bingara and Copeton alluvial diamond fields, the
tenements held by Regional Exploration Management Pty Ltd in New South Wales and the interpreteghalaeodrainages which
Diatreme believes transported diamonds to the Bingara and Copeton alluvial diamond fields.
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