FLINDERS DIAMONDS LIMITED a8n 46091 118 044

Quarterly Report

Period ending 31 March 2003

Highlights

Flinders Diamonds Limited (FDL) experienced a
successful quarter with:

* The outlining of a body containing over 50%
vermiculite at its Bleechmore Prospect, NT,

* The identification of samples suggesting the
presence of undiscovered kimberlites at its
Springfield and Adelaide Hills Projects, and

* An agreement to move to 100% ownership in 14 of
the 15 exploration licences comprising its Springfield
and Adelaide Hills Projects.

Strangways (NT) - Bleechmore Vermiculite

Prospect

* A body with resource potential of between two
and three million tonnes containing over 50%
vermiculite has been outlined at the Bleechmore
Prospect (Figure 2).

* A resource estimation drilling program is planned
for May, 2003. Positive results would lead to a pre-
feasibility study into mining.

Springfield Joint Venture (SA)

* FDL has reached an agreement enabling it to move
to 100% ownership of all of its nine Springfield
Project tenements and on five of the six tenements
in its Adelaide Hills Project.

e FDL will now be able to obtain 100% of benefits
from any discovery on these 14 licences.

Springfield Project (SA)
* 30% of recent diamond indicator mineral samples
gave positive indications including six significant

results west of the Boolcunda Basin, suggesting
kimberlites upstream.

* New Eurelia airborne magnetic survey aided location
of conceptual kimberlite pipe targets.
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Adelaide Hills (SA)
* Significant diamond indicator mineral results
from four new sites in the Adelaide Hills suggest

the presence of undiscovered diamondiferous
kimberlites.
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EXPLORATION ACTIVITIES REVIEW

The quarter’s activities can be summarised in two parts.
Firstly, at the Bleechmore Vermiculite Prospect in the
Strangways Project NT, a body with resource potential
for two to three million tonnes of plus 50% vermiculite
was located. Secondly, a number of significant diamond
indicator mineral results from the Springfield, Adelaide
Hills and G2 Projects have increased FDL's confidence
in locating a number of previously undiscovered
diamondiferous kimberlites. Drilling at Springfield,
Bleechmore and Skeleton Flat is scheduled for the June
quarter.

NORTHERN TERRITORY

Strangways Project

Bleechmore Vermiculite Prospect

In FDUs December 2002 quarterly it was reported
that indications of possible commercial vermiculite
mineralisation were returned from the November 2002
combined kimberlite-carbonatite exploration RAB drilling
program at Strangways. Although FDL is focused on
diamond exploration, itis prepared to follow up potential
income generating opportunities in other commodities
discovered during its exploration programs. In the March
2003 quarter, follow-up exploration at the Bleechmore
Prospect has outlined a vermiculite body with resource
potential of between two and three million tonnes of
plus 50% vermiculite ore.

March Drilling Outlines Vermiculite Body

FDL commenced exploration in mid-March with a
program of high-resolution gravity and magnetic
surveys over the area of about two kilometres by one
kilometre thought most likely to contain vermiculite
concentrations. The magnetic data in particular helped
focus follow-up drilling as the best vermiculite results
were obtained along a north-northeast trending
shear zone. A vacuum drilling program was carried
out between 27 March and 2 April consisting of 135
holes averaging about eight metres and totalling 1,062
metres. The holes enabled identification of bedrock
type which outlined the vermiculite-rich body located
(Figure 2).

The body is 500 metres long, between 50 and 100
metres wide and covered by shallow soil to about two
metres depth. It is expected to persist to at least 50
metres vertical depth. A zone of these dimensions with
a bulk density of at least 1.5 tonnes per cubic metre has
the potential to contain between two and three million
tonnes of ore averaging over 50% vermiculite.
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interpretation and proposed drill hole locations.
Mica from each vermiculite-rich zone was tested for
exfoliation by heating with a blowtorch. All samples
tested did exfoliate and are therefore genuine
vermiculite. Premium grade vermiculite contains a
large proportion of mica flakes over 2.5 mm across.
Observations from the recent drilling are that the
Bleechmore Prospect contains a high proportion of this
coarse material.

Resource Evaluation Drilling Planned

The next stage of exploration is a resource evaluation
drilling program, planned for May, 2003. The work
will involve some initial trenches to check contacts
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and dip directions. Lines of angled overlapping air core
drill holes on an initial 80 by 20 metre pattern will be
followed up by lines at 40 metre spacing. Results from
this work should enable the estimation of an indicated
resource, a pit design and a probable ore reserve. If
promising results are returned, a pre-feasibility study
into a mining operation will then be undertaken.

SOUTH AUSTRALIA

Springfield Joint Venture

Settlement Agreement

The Company has reached an agreement which will
enable a move to 100% ownership of its flagship
Springfield Project tenements and of five of the
six tenements in its Adelaide Hills Project. This will
effectively terminate the Springfield Joint Venture.

FDLUs Springfield co-venturer is a group consisting of
Mr A F Le Brun, Mr J F Allender and Inca Resources
Pty Ltd, collectively known as the Initial Licence
Holders (ILH). FDLs move towards full ownership
follows the conclusion of discussions between June
2002 and 27 March 2003 when an agreement was
reached. Settlement terms for FDLs full ownership
will need approval of the appropriate South Australian
Government Minister prior to tenement transfers.
Consideration for the ILH's outstanding equity is the
issue of three million fully paid ordinary shares in FDL
and payment of $60,000.

The agreement involves exclusion areas around each
project area where the ILH have agreed not to apply for
or otherwise acquire any mining tenements for a period
of two years from 27 March, 2003. Implications of the
settlement are that FDL will be able to obtain 100%
of the benefits of any diamond discovery, and future
activities will be able to focus entirely on exploration.

Springfield Project

In the March quarter, significant indicator mineral
results were obtained, an airborne magnetic survey
was completed at Eurelia and drilling of the Springfield
and Boolcunda deep GEM target holes was postponed.
The deep hole drilling was postponed when it became
difficult to obtain the most appropriate drill rig for the
job. An inappropriate drill rig at Boolcunda in November
2002 had caused the first deep Boolcunda hole to veer
off course. It is imperative that a more suitable drill rig
be available to complete the Springfield and Boolcunda
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deep holes. Analysis of core from the first Boolcunda
hole confirmed that it had intersected basement under
the Boolcunda Basin, and that the interpretation of
our 2002 seismic survey data was essentially correct.
It is now expected the two deep holes to test for GEM
kimberlite targets under the basins will be drilled in the
June 2003 quarter.

Significant Indicator Results

Results of the 89 diamond indicator mineral stream
samples collected in December and January are now to
hand. Approximately 30% of the results were positive
including a cluster of significant results west of the
Boolcunda Basin as shown on Figure 3. FDL regards
significant results as those where a variety and/or large
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Figure 3 Part of the Springfield Project Area showing recent
drainage sampling and results.

number of indicator minerals are found which strongly
suggest a kimberlite is located upstream. Most of the
new area of interest had either been poorly or never
previously sampled. Significant results highlighted on
Figure 3 are tabulated in the following table:
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Sample Number Number of Indicator grains

Pyrope Garnet  Picroilmenite Chromite
KA 244 7 54 5
KA 246 5 1 2
KA 260 3 - 16
KA 262 - 1 5
MO 002 1 - 103
MO 004 3 - -

Follow-up exploration will be undertaken in the June
2003 quarter.

Eurelia Airborne Magnetic Survey

In February 2003, a high-resolution airborne magnetic
survey was flown over the Eurelia area in the southeast
corner of the Springfield Project area as shown in
Figure 4. This area contains the Eurelia diamondiferous
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Figure 4 Eurelia Project showing kimberlite target areas.
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kimberlite dyke swarm located in the early 1980's by
Stockdale Exploration Pty Ltd (now part of the De Beers
Group). With the new data, for the first time, the known
and some previously unlocated kimberlite dykes can be
seen in the airborne magnetic image. FDL's interest is
based on the concept that kimberlite pipes are often
located near kimberlite dykes and may be present under
previously unexplored depositional cover that mantles
about half the area flown, as shown on Figure 4.

The area is cut by a number of faults and the G2 Gravity
Corridor (Figure 1). It is possible that kimberlite pipes
may be present under cover near the intersection of
these faults. Detailed interpretation of new data is in
progress. It is planned to carry out a ground gravity
survey over the area of deep depositional cover as shown
on Figure 4. Any targets identified will be followed up
by under cover drilling in the June quarter.

Adelaide Hills Project

Results of 26 diamond indicator mineral samples
collected in January are now available and are depicted
on Figure 5. The most significant results are tabulated
below:

Sample Number Number of Indicator grains

Pyrope Picroilmenite  Chromite Chrome

Garnet Diopside
AG 4 1 - 62 -
AG9 - 1 2 -
AG 12 - 34 1 -
AG 13 16 7 3 1
AG 23 - 4 - -

Samples AG 12 and 13 were collected on the North Para
River about four kilometres north of Lyndoch (Figure 5).
Wear textures on the minerals and the presence of
chrome diopside suggest the source is less than eight
kilometres upstream. One of the pyrope garnets has
a pink-purple colour and is thought to belong to the
G10 garnet group which is normally associated with
diamondiferous kimberlites.

The other significant result is from sample AG 4
located about five kilometres southwest of Echunga
and a similar distance south of the Echunga diamond
locations. Sample AG 4 contained a pale purple mauve
pyrope garnet. This is the first definite kimberlitic
indicator mineral found in the vicinity of the Echunga
diamond occurrence and suggests the presence of a
diamondiferous kimberlite within five kilometres. At
least 50 diamonds (with a maximum size of 5.3 carats)
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were recovered as a by-product of gold mining at
Echunga in the 1860's.

Other interesting results from sample AG 9 near
Birdwood and AG 23 near Cambrai (Figure 5) illustrate
the potential for other kimberlites in the Adelaide
Hills Project Area. Electron microprobe analysis of the
indicator minerals is under way, and follow-up sampling
has been planned.

A total of 247 aeromagnetic anomalies were identified
by the Company’s consultant geophysicist as possibly
representing undiscovered kimberlites or lamproites.
Of these, 53 have been visited in the field to date.
A number of anomalies were found to be caused by
cultural features such as sheds, tanks and pipelines.
After further assessment it is expected a short list of
targets will be selected for drill testing.
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G2 Project

In October 2002, FDL carried out a reconnaissance
drilling program with holes spaced at 4.8 kilometre
centres as illustrated on Figure 6. By the end of January
samples from 12 of the 29 holes drilled had returned
positive results. FDL then asked the laboratory to observe
the finer minus 0.3 mm, plus 0.2 mm size fraction. This
resulted in a further 10 holes returning positive results
for diamond indicator minerals (as shown on Figure 6)
with the total number of indicator grains now at 403.
Indicator minerals are a mixture of chromite, pyrope
garnet and picroilmenite and are in the process of being
analysed by electron microprobe.

FDL believes it is highly significant that large numbers

of indicator grains have been recovered from
reconnaissance drill holes that did not specifically target
trapsites. An area with a high background of indicator
minerals has been located. The simplest explanation for
this is that the samples are near a kimberlite or lamproite

field that is shedding numerous indicators. FDL applied
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for a new 1,465 square kilometre exploration licence
(ELA 50/03 Billa Kalina), which covers potential upstream
sources of positive results located to date (Figure 6).

WESTERN AUSTRALIA

Skeleton Flat Project

Cyclonic conditions in the Kimberley Ranges during the
quarter have resulted in a "late wet”, causing delay
to commencement of the 2003 field season. FDL is
monitoring the situation and although delayed, still
expects to carry out drill testing of the Skeleton Flat
target in the June 2003 quarter. Skeleton Flat is located
in the prospective East Kimberley Region (Figure 7).
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Figure 7 Location of Kimberly Region

The kimberlite drill target consists of a photo feature
coincident with a magnetic and indicator mineral
anomaly with macro diamonds recovered from the
down paleo current direction (Figure 8).

CORPORATE

On 1 April, 2003, FDL advised that hearings concluded
on 26 March, in the proceedings being undertaken in
the Supreme Court of South Australia between FDL and
Tiger International Resources Inc, Patric Barry, Anthony
John Campbell, Campbell Corporation and Balance Tax
Pty Ltd. The Court indicated that Judgement may be
available by Easter, 2003.

FINANCE

As at 31 March 2003, the Company had available
funds of $1.03 million. Exploration expenditure by the
Company during the March quarter was $334,000 and
forecast expenditure for the June quarter is $350,000.
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Dr Kevin JA Wills
Managing Director

23 April 2003

The information in this report has been compiled by Dr KIA Wills who
is a Fellow of the Australasian Institute of Mining and Metallurgy and
who is bound by and follows the Institute’s codes and recommended
practices. He has a minimum of five years experience in the types of
activities being reported.

Enquires should be directed to Dr Kevin Wills, Managing Director on
(08) 8362 5900 or 0419 850 997.

Flinders Diamonds Limited

ABN 46 091 118 044 telephone 61 8 8362 5900

20 Boskenna Avenue facsimile 61 8 8362 5966
Norwood South Australia 5067  email info@flindersdiamonds.com
PO Box 3126 www.flindersdiamonds.com
Norwood South Australia 5067
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TABLE 1 FLINDERS DIAMONDS LIMITED TENEMENT SCHEDULE AS AT 17 April 2003

PROJECT T;ﬁﬁ,.".';i'r TE':E";,ICE:.:.T‘:SME (S:RkEnI:) REGISTERED HOLDER/APPLICANT FDL'S INTEREST %
SOUTH AUSTRALIA
Adelaide Hills EL 2585 Lobethal 341 | AKD Ltd & Statelink Holdings Pty Ltd | FDL earning 75%
Adelaide Hills EL 2663 Kanmantoo 685 | Kelaray Pty Ltd and ILH FDL 75% of diamond rights only
Adelaide Hills EL 2739 Echunga 385 | Flinders Diamonds Limited FDL 75%, ILH 25%
Adelaide Hills EL 2786 Mt Pleasant 719 | Flinders Diamonds Limited FDL 75%, ILH 25%
Adelaide Hills EL 3057 Mt Barker 337 | Flinders Diamonds Limited FDL 75%, ILH 25%
Adelaide Hills EL 3064 Kapunda 1,211 | Flinders Diamonds Limited FDL 75%, ILH 25%
Adelaide Hills 6 ELs Total area 3,678
Springfield EL 3003 Springfield 340 | ILH FDL 75%, ILH 25%
Springfield EL 2656 Kanyaka 297 | Flinders Diamonds Limited FDL 75%, ILH 25%
Springfield ELA 143/02 Glen Oak 592 | ILH FDL 75%, ILH 25%
Springfield EL 2738 Partacoona 12 | Flinders Diamonds Limited FDL 75%, ILH 25%
Springfield EL 2535 Willochra 1,466 | Flinders Diamonds Limited FDL 75%, ILH 25%
Springfield EL 2536 Gilbert Hill 2,345 | Flinders Diamonds Limited FDL 75%, ILH 25%
Springfield EL2718 Quorn 470 | Flinders Diamonds Limited FDL 75%, ILH 25%
Springfield EL 2868 Radford Creek 352 | ILH FDL 75%, ILH 25%
Springfield EL 3063 Wonoka 316 | Flinders Diamonds Limited FDL 75%, ILH 25%
Springfield 9 ELs Total area 6,190
Leigh Creek EL 2770 Tom Hill 226 | Flinders Diamonds Limited 100%
Leigh Creek EL 3052 Copley 11 | Flinders Diamonds Limited 100%
Leigh Creek 2 ELs Total area 237
G2 EL 2758 Francis 1,993 | Flinders Diamonds Limited 100%
G2 EL 2759 Margaret 2,076 | Flinders Diamonds Limited 100%
G2 ELA 050/03 Billa Kalina 1,465 | Flinders Diamonds Limited 100%
G2 2ELs, 1ELA Total area 5,534
NORTHERN TERRITORY
Strangways MCS 227 Johnnies Reward MC 17.5 Ha | Flinders Diamonds Limited 100% !
Strangways EL 23592 Johnnies Reward 72.50 | Flinders Diamonds Limited 100% !
Strangways EL 10364 Mud Tank 302 | Flinders Diamonds Limited 100%
Strangways EL 22443 Strangways 973 | Flinders Diamonds Limited 100%
Strangways EL 22446 Alcoota 218 | Flinders Diamonds Limited 100% !
Strangways EL 22623 Phlogopite 145 | Flinders Diamonds Limited 100% |
Strangways A 23714 Mud Tank Reserve Approx 20 | Flinders Diamonds Limited 100%

Strangways 5 ELs, 1 MICS, 1 A

Total area 1,731

WESTERN AUSTRALIA

Skeleton Flat

EL 80/2547

Skeleton Flat

33

L Field & NJ Towie

FDL earning 85%

25 ELs and ELAs

Total area 17,403

T The Alliance (Teck Cominco/BHP Billiton) have withdrawn from the previous joint venture on this project
Key: ILH (Initial Licence Holders) - JF Allender, AF Le Brun & Inca Resources Pty Ltd

EL - Exploration Licence

ELA - Exploration Licence Application
MCS - Mineral Claim South

A -

FDL -

Flinders Diamonds Limited

Application for an Authority to Explore
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Mining exploration entity quarterly report

Appendix 5B

Mining exploration entity quarterly report

Introduced 1/7/96. Origin: Appendix 8. Amended 1/7/97,1/7/98

Name of entity

Rule 5.3

FLINDERS DIAMONDS LIMITED

ACN or ARBN

ACN 091 118 044

Quarter ended (“current quarter”)

31 MARCH 2003

Consolidated statement of cash flows

Current quarter Year to date (3 months)
Cash flows related to operating activities $A'000 $A'000
1.1 Receipts from product sales and related debtors 0 0
1.2 Payments for (a) exploration and evaluation (334) (1,036)
(b) development 0 0
(c) production 0 0
(d) administration(Note 6) (174) (391)
1.3 Dividends received 0 0
14 Interest and other items of a similar nature received 20 67
1.5 Interest and other costs of finance paid
1.6 Income taxes paid 0 0
1.7 Other(Note 6) (35) (249)
Net Operating Cash Flows (523) (1,609)
Cash flows related to investing activities
1.8 Payment for purchases of: (a)prospects 0 0
(b)equity investments
(c) other fixed assets (1 (16)
1.9 Proceeds from sale of: (a)prospects 0 0
(b)equity investments
(c)other fixed assets
110  Loans to other entities 0 0
111 Loans repaid by other entities 0 0
112 Other (provide details if material) 0 0
Net investing cash flows (1 (16)
113  Total operating and investing cash flows (carried (524) (1,625)

forward)

+ See chapter 19 for defined terms.

1/7/98*
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Appendix 5B
Mining exploration entity quarterly report

113  Total operating and investing cash flows (brought (524) (1,625)
forward)
Cash flows related to financing activities
1.14  Proceeds from issues of shares, options, etc. 0 0
115  Proceeds from sale of forfeited shares 0 0
1.16  Proceeds from borrowings 0 0
1.17  Repayment of borrowings 0 0
1.18  Dividends paid 0 0
1.19  Other - prospectus issue costs (placement)” (Note 6)
Net financing cash flows 0
Net increase (decrease) in cash held (524) (1,625)
1.20  Cash at beginning of quarter/year to date 1,556 2,657
1.21  Exchange rate adjustments to item 1.20
122  Cash at end of quarter 1,032 1,032

Payments to directors of the entity and associates of the directors
Payments to related entities of the entity and associates of the

related entities

1.23  Aggregate amount of payments to the parties included in item 1.2

1.24  Aggregate amount of loans to the parties included in item 1.10

Current quarter
$A'000

63

1.25  Explanation necessary for an understanding of the transactions

payments to K J A Wills ($32,700)

Amount of $63,117 at 1.23 comprises directors fees — R M Kennedy ($18,750) E J Vickery (11,667) and Salary

Non-cash financing and investing activities

2.1 Details of financing and investing transactions which have had a material effect on consolidated assets and

liabilities but did not involve cash flows

None

2.2 Details of outlays made by other entities to establish or increase their share in projects in which the reporting

entity has an interest

amounted to nil.

Expenditure during the quarter by joint venture parties on tenements in which the Company has an interest

+ See chapter 19 for defined terms.
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Appendix 5B

Mining exploration entity quarterly report

Financing facilities available

Add notes as necessary for an understanding of the position.

Amount available Amount used
$A'000 $A'000
3.1 Loan facilities Nil Nil
3.2 Credit standby arrangements Nil Nil
Estimated cash outflows for next quarter
$A'000
4.1 Exploration and evaluation 350
4.2 Development 0
Total 350
Reconciliation of cash
Reconciliation of cash at the end of the quarter (as shown in | Current quarter Previous quarter
the consolidated statement of cash flows) to the related items | $A'000 $A'000
in the accounts is as follows.
5.1 Cash on hand and at bank 82 56
52  Deposits at call 950 1,500
5.3  Bank overdraft 0 0
54  Other (provide details) 0 0
Total: cash at end of quarter (item 1.22) 1,032 1,556
Changes in interests in mining tenements
Tenement Nature of interest Interest at Interest at
reference (note (2)) beginning of | end of
quarter quarter
6.1 Interests in mining
tenements relinquished,
reduced or lapsed
6.2  Interests in mining EL 3064(SA) Granted Nil 75%
tenements acquired or EL 2067(SA) Granted Nil 75%
increased EL 3063(SA) Granted Nil 75%
EL 3070(SA) Granted Nil 75%
EL23592(NT) Granted Nil 100%

+ See chapter 19 for defined terms.

1/7/98*
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Appendix 5B
Mining exploration entity quarterly report

Issued and quoted securities at end of current quarter

Description includes rate of interest and any redemption or conversion rights together with prices and dates.

Total number Number quoted Issue price per | Amount paid up per
security (see security (see note 3)
note 3) (cents) | (cents)

7.1 Preference

*securities Nil
(description)

7.2 Changes during
quarter Nil

(@) Increases
through issues

(b) Decreases
through returns of
capital, buy-backs,

redemptions
7.3 *Ordinary

securities 58,074,978 28,730,686 N/A Fully Paid Up
74  Changes during

quarter

(@) Increases
through issues

(b) Decreases
through securities
matured, converted

75  *Convertible debt
securities Nil
(description)

7.6  Changes during
quarter
(@) Increases
through issues
(b) Decreases
througfh securities
matured, converted

7.7 Options Exercise price | Expiry date
(description and
conversion factor) 11,268,859 20 31 December 2005
16,655,686 16,655,686 20 20 February 2005

7.8 Issued during
quarter Nil

7.9  Exercised during

quarter Nil

7.10  Expired during Nil
quarter

7.11  Debentures Nil
(totals only)

7.12  Unsecured notes Nil
(totals only)

+ See chapter 19 for defined terms.
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Appendix 5B
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Compliance statement

1 This statement has been prepared under accounting policies which comply with
accounting standards as defined in the Corporations Law or other standards acceptable
to ASX (see note 4).

2 This statement does give a true and fair view of the matters disclosed.

Sign here: Date: 22 April 2002
(Director/Company Secretary)

Print name: Michael Billing

Notes

1 The quarterly report provides a basis for informing the market how the entity's
activities have been financed for the past quarter and the effect on its cash position.
An entity wanting to disclose additional information is encouraged to do so, in a note
or notes attached to this report.

2 The “Nature of interest” (items 6.1 and 6.2) includes options in respect of interests in
mining tenements acquired, exercised or lapsed during the reporting period. If the
entity is involved in a joint venture agreement and there are conditions precedent
which will change its percentage interest in a mining tenement, it should disclose the
change of percentage interest and conditions precedent in the list required for items
6.1 and 6.2.

3 Issued and quoted securities. The issue price and amount paid up is not required in
items 7.1 and 7.3 for fully paid securities.

4 The definitions in, and provisions of, AASB 1022: Accounting for Extractive
Industries and AASB 1026: Statement of Cash Flows apply to this report.

5 Accounting Standards ASX will accept, for example, the use of International
Accounting Standards for foreign entities. If the standards used do not address a
topic, the Australian standard on that topic (if any) must be complied with.

6 Amounts totalling $131,000 (Year to Date - $316,000) have been paid by way of legal
fees, consulting fees, and other costs, in respect of the action taken against Mr Patric
Barry, Tiger International Resources Inc, Mr Anthony Campbell, Campbell
Corporation Pty Ltd, and Balance Tax Pty Ltd.

+ See chapter 19 for defined terms.
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