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Attractive Asset Portfolio

A 7 licences provide multi-commodity diversification

A VARs the largest holder of exploration permits (PER) in France
A Proximity to regional and export markets

A Independent Technical Assessment Report recently published

Merléac - Zinc

A The Company has been unable to commence drilling which it
is legally entitled to do due to a lack of political clarity arising
from the recent presidential and parliamentary elections

A Company engaged with all levels of the French government,
relevant authorities and stakeholders to progress with the
proposed drilling in the short term

St Pierre - Gold

A Focus of fieldwork during 2016 and 2017

A Completion of the first RC drill programme in France at Belleville

A Completion of focused diamond drilling at Ville Tirard

Couflens — Tungsten

A Couflens JV with Apollo Minerals (AON:ASX) declared
unconditional

A Application for Couflens licence transfer made

A Significant amount of future news-flow to be generated

Corporate
A Multi-disciplinary board with local and international experience
A Supportive cornerstone investors

A Sale of non-core investments resulting in non-dilutive cash inflow
of A$0.56M

A AIM listing well advanced and ready for more favourable market
conditions

New Growth Opportunities

A Mining industry re-shaping presents opportunities

A Will selectively pursue other value accretive development and
production opportunities in low risk regions

HIGHLIGHTS




Chairman’s Letter

Dear fellow Variscan shareholders
The Past Year

As we are all aware we have focussed our efforts on executing our strategy of targeting ‘brownfields’ minerals projects in
France. Whilst we have made sound progress in some areas the speed of our progress has been slower than we
expected. Much of this has been due to Variscan being the pioneer of modern mineral exploration in France where there
has been minimal activity for over 20 years. In addition, the election of the Macron Government has seen a pause in
decision making as the new Government deals with policy changes in more important areas.

On the positive side, we have seen our Couflens Joint Venture transferred to Apollo Minerals who have commenced
work. Variscan has a 20% Free Carried Interest until EUR 25 million in expenditure or completion of Definitive Feasibility
Study. If the full EUR 25 million is spent by Apollo Minerals this equates to A$9.3 million being spent on Variscan’s
behalf. Couflens includes the Salau mine, previously a significant tungsten producer, and contains a lot of potential with
the application of modern exploration expertise and expenditure.

We have successfully undertaken our first drilling program in France on the St Pierre gold property. Whilst the results
were somewhat disappointing, they have confirmed that the area has very good potential to host gold deposits but that
additional drilling will be required. It is important to note that we completed this program with no adverse issues in
relation to health and safety or environmental matters. This is a real demonstration to the relevant authorities that
Variscan is a responsible and careful mineral exploration operator.

Merleac Zinc Deposit

At Merleac, we are working on finalising approvals so we can undertake our planned drilling program. It is difficult to
place a timeframe on these approvals as the Macron Government deals with many other issues.

France remains an attractive jurisdiction for mineral exploration investment but there is a need for greater clarity of policy.
We expect this to emerge as the new Government works through its agenda of changes. Given the uncertainty on the
timing of that policy clarity we are continuing to pursue the exploration of Merleac but otherwise limiting exploration work
in France.

There is a lot of potential value to be unlocked at Merleac which includes the Porte-aux-Moines zinc deposit.

At Porte-aux-Moines we have a Mineral Resource as at 31 May 2016 of 2.2 million tonnes of Indicated and Inferred
Resources grading 6.0% zinc, 1.3% lead, 0.8% copper, 80.6 g/t silver and 0.9 g/t gold. An initial drilling program has
been designed with the objective of improving the confidence levels of the resource.

The VTEM (Versatile Time Domain Electromagnetic) and soil/rock chip geochemistry programs that we undertook show
strong evidence that additional new volcanogenic massive sulphide deposits will be found in the same rock sequences
that host Porte-aux-Moines.

Our aim at Porte-aux-Moines is to define enough high-grade tonnage to support the development of a low cost zinc-lead-
copper-silver-gold mine.

New Resource Opportunities
We are also actively pursuing new resource opportunities that meet the following general criteria:
1. Our Board and Management bring a competitive edge to those opportunities;

2. These potential new ventures are what we describe as “strategic metals” that can be expected to benefit from
some of the major trends such as the shift towards electric vehicles;

3. They are brownfields or known resource possibilities rather than greenfield exploration; and
4. They are in jurisdictions that are “mining friendly”.
Investments

To provide additional capital through this process we have elected to sell our shareholdings in Silver City Minerals
Limited and Eastern Iron Limited. This decision has little to do with the prospects for those companies but is about
Variscan’s need to concentrate its financial resources on direct activities. Further, the sale of these investments did not
dilute existing shareholders. Variscan does remain a significant shareholder in Thomson Resources Ltd which is
undertaking a drilling program on the Bygoo, NSW tin prospects with very encouraging results to date.
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Chairman’s Letter

Market and Economic Conditions

The hard part for all Variscan shareholders has been the deterioration in our share price over the past year by around
50%. This is against a backdrop of generally positive equity and metals markets. The S&P/ASX Metals and Mining Index
has risen by some 20% and the London Metals Exchange 3 month zinc price is up around 33%. Our positioning with the
very attractive Porte-aux-Moines zinc deposit with its significant upside potential from a drilling campaign, has to some
degree been justified by market movements. However, our ability to capitalise on the potential and create value for our
shareholders and the French economy, are hampered by the slowness of approvals in France.

Metals demand continues to grow modestly in line with GDP growth. With the hiatus in exploration and major mine
development since 2012, many metal prices have recovered well. We expect this to generally continue as in many cases
even higher prices are required to act as incentives for new mine investment.

Monetary policies generally remain accommodative with Central Banks especially the European Central Bank, People’s
Bank of China and Bank of Japan. The US Federal Reserve has increased interest rates modestly over the past year but
appear very cautious about future moves to tighten policy in the absence of much evidence of a strong growth in the US
economy. With this background the outlook remains for a continuation of historically very low or negative interest rates.
How long this remains the case against a backdrop of rising debt levels is the big question. So far, the easy money
policies have inflated asset prices but have yet to become evident in a strong uptick in goods and services inflation
(outside of Government charges) which reflects strong demand and capacity constraints. In many countries there
appears to be ample spare capacity and, if anything, ongoing deflationary forces especially in goods.

In summary, we expect to see the improvement in many commodity prices we have seen over the past year continuing,
thus providing a sound outlook for our endeavours.

AIM Listing

During the year we commenced preparation for a companion listing on the AIM Market in London. These preparations
are well advanced and we have evidence of good market interest in the UK and Europe. However, the delays on the
drilling approvals at Merleac and our consequent low share price has caused us to delay our plans for the AIM dual-
listing.

Management

We have seen a significant management change with Greg Jones, our Managing Director stepping down after 8 years.
We are indebted to Greg for his sound and strong leadership of our small executive team. Greg remains as Technical
Director on a part-time basis so we are not losing the organisational memory or Greg’s in depth technical knowledge.

In May 2017 Variscan appointed Stewart Dickson as Chief Executive Officer. We are delighted to have Stewart join us.
Stewart brings an extensive experience in mining finance which complements the technical skills of Greg Jones. We are
already seeing the benefits of these complementary skills.

Outlook

In the coming year shareholders can look forward to:
- Positive news from the work being undertaken by Apollo Minerals on Couflens;
- Possible drilling of a Merleac zinc deposits; and
- Involvement in new resources assets.

The background outlook for metal prices is positive and your Board is working hard to achieve a recovery in the
Company’s valuation.

Yours sincerely,

i 2

Pat Elliott
Chairman
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Review of Operations

OVERVIEW

Since 2011 when the Company moved its focus to France, Variscan Mines has made a significant investment in-country
based on the following positive factors:

Favourable geology;

Good mineral endowment;

Excellent infrastructure;

Skilled workforce; and

vV v v v Vv

Low risk jurisdiction

Since Variscan entered France, the country has seen both foreign and domestic corporations increasing levels of mineral
resource exploration and development activity. This is consistent with increased levels of mining related activities across
Europe.
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Mineral mining and exploration permits in France. Source: BRGM

Variscan is one of the most active explorers in France. As a result of an early-mover advantage the Company has been
successful in building a portfolio of attractive projects and holds the largest number of exploration licences (PER) in
France.

Variscan now holds seven PERs which it considers there is good potential for short term resource generation and/or
major new discoveries. The projects are primarily situated in Brittany, western France with an additional project
(Couflens) under a joint venture in the Midi-Pyrénées, southern France.

The Company’ portfolio of projects are considered lower risk as they have been acquired over areas which have
substantial old mine workings, mineralised zones defined by former exploration or contain non-JORC mineral resources
as defined by previous owners.
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De-risked portfolio of mineral projects in France with significant mine potential

During 2016/7 the bulk of Variscan’s exploration work in Brittany focussed on its Merléac (zinc-copper-lead) and St
Pierre (gold) projects. Brittany is part of the Armorican Massif, which forms part of the Variscan Orogen, a Palaeozoic
accretionary terrain that hosts a range of significant mineral deposits and deposit styles in Europe.
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FRANCE
Granted Licences and Geology of Brittany

Project locations in Brittany, France
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MERLEAC PROJECT

The Merléac licence covers the eastern end of the Chateaulin Basin, a sequence of felsic volcanics and clastic
sedimentary rocks containing a number of base and precious metal deposits. One of these is the high grade Porte-aux-
Moines (PAM) volcanogenic massive sulphide (VMS) zinc-lead-copper-silver-gold deposit which lies near the centre of
the licence about 125 kilometres west of Rennes, Brittany.

Following its discovery in 1975, the BRGM (Bureau de Recherches Géologiques et Minieres - the French geological
survey) completed considerable exploration on PAM, including about 9.5 kilometres of drilling and two kilometres of
underground decline development. The work outlined zones of high grade lead-zinc-copper-silver-gold mineralisation up
to 20 metres thick from surface to a depth of about 300 metres over a strike length in excess of 250 metres.

Aside from the underground development and sampling the deposit is essentially unmined.

In 2015 the Company accessed three remaining surface core holes from the BRGM exploration of PAM stored at the
BRGM Orleans core farm. Resampling of mineralised intervals was completed and samples sent to ALS Geochemistry
for confirmatory re-assay. Results from this work confirmed the high grade nature of the deposit with strong, zinc
dominant, polymetallic intersections recorded in all holes.

Importantly, the ALS assays were, on average, slightly higher grade than the original BRGM assays, confirming the
general overall accuracy and the high quality of the BRGM work. This provides high confidence in the veracity of the
BRGM assays for the remaining drilling and underground development.

PAM Geology

The VMS mineralisation at PAM is broadly contained within a sequence of sediments and volcanics. Mineralisation
occurs as multiple, disrupted sulphide lenses, mainly hosted by black shales and cherts.
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Plan view of Porte-aux-Moines deposit showing interpreted mineralised zones and underground development
completed by the BRGM
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Massive sulphides are very pyritic, with three main zones of mineralisation modelled to date from the BRGM data.

Main Zone: This is the lowest stratigraphic horizon and is generally located at the interface between the volcanics and
overlying host sediments, but is currently modelled to migrate into a more hanging-wall position to the east. The Main
Zone can be subdivided into a thick zone of high grade mineralisation (approximately 16 metres wide) that appears to
have been deposited on the sea floor within a shallow depression, and thinner flanking mineralisation lateral to the
thickened zone.

HW1 Zone: Mineralisation located up to about 20 metres into the hanging wall of the Main Zone. It is smaller and lower
grade. However, the HW1 zone is laterally extensive and appears to have potential to extend to the west and down-dip.

HW2 Zone: A small zone at the western end of the deposit.

Target area for shallow drilling

- _C\ﬁ,,,,,'l 100mRL
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@ Crosscut OmRL
= Existing underground develop ."*w.,, =
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Vertical long section of the Main Zone surface at Porte-aux-Moines showing the interpreted thickened zone and flanking
mineralisation. Proposed deeper drilling pierce points shown as well as the target area for shallow drilling (hatched)
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Porte-aux-Moines Mineral Resource
In June 2016 the company published a maiden Mineral Resource reported to JORC 2012.

The Mineral Resource for PAM is 2.2 million tonnes grading 6.0% zinc, 1.3% lead, 0.8% copper, 80.6 g/t silver and 0.9

g/t gold. This places the deposit within the first grade quartile for zinc-rich deposits worldwide, indicating good potential
for economic extraction provided sufficient tonnage can be defined.

Porte-aux-Moines Mineral Resource as at 31 May 2016

As at 31 May 2016 Tonnes Zinc % Lead % Copper % Silver g/t Gold g/t
INDICATED

Main 291 000 a1 1.2 oS 145 0.8
HW1 . a0 .o 00 00 0.0
HW2 - .0 0.0 00 a0 0.0
Totsl 291,000 61 12 08 745 0.9
Main 1,505,000 61 13 08 850 09
HW1 361,000 51 13 03 613 08
wW2 44,000 54 20 o1 823 .0
Total 1,510,000 59 13 0s 8.2 09
TOTAL

Man 1,796,000 &1 13 09 844 0.5
HW1 361,000 51 1.2 03 613 08
HW2 44000 .54 20 01 523 0.0
Total 2,200,000 % G 13 0s 208 09

BT Lo

Note: Mineral Resource is based on a zinc cut-off of 8.0% Zn Eq. Calculations have been rounded to the nearest 1000 t,
0.1 % zinc, lead and copper grade, 0.1 g/t gold and silver grade
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The Mineral Resource estimate was completed by QG Australia Pty Ltd, an independent consultancy group that
specialises in resource estimation for deposits like PAM, from mineralisation domains and wireframes supplied by
Variscan geologists.
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Cumulative Zinc Equivalent Metal Content in Mineral Resources (million tonnes)

Global ranking of projects and mines by grade and size compared to the mineral resources of about 300 zinc and
polymetallic mines and projects worldwide. The zinc equivalent grade calculation represents the value for each metal -
Zn (US$1,800 per tonne), Pb (US$1,800 per tonne), Cu (US$5,600 per tonne), Ag (US$15 per ounce) and Au (US$1,150
per ounce) - multiplied by the grade and estimated metal recoveries (Zn—-90%, Pb—85%, Cu—80%, Ag—60%, Au—70%),
summed and expressed in equivalent zinc percent per tonne. The zinc equivalent calculation is intended as an indicative
value only. Source: Terra Studio

PAM Drilling

Further drilling is required at PAM to confirm the geological interpretation, increase the tonnage of Indicated Mineral
Resource and provide additional samples for confirmatory density measurements and gold assays. Deeper drilling is
planned to test the thickened Main Zone and deeper parts of the HW1 zone.

In addition, later drilling may also infill the thinner, but shallower section of the Main Zone close to the surface, which has
had little exploration in the past. There is good potential in this area to expand the Indicated Resource above the level of
the former underground development.

Modelling work by Variscan indicates that approximately 3.5+ million tonnes of resource will be required at PAM to justify
initiation of mine feasibility studies. Growing the size and enhancing the classification levels of the current 2.2 million
tonne resource base to a level sufficient to allow the company to move into feasibility studies is a key priority.

During the year, the Company had intended to commence a limited diamond drilling programme at PAM to meet the
aforementioned requirements. However, the Company has been unable to commence work which it is legally entitled to
do due to a lack of political clarity arising from the recent presidential and parliamentary elections. The Company has
engaged with all levels of the French government, relevant authorities and stakeholders to progress with the proposed
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drilling in the short term. In the interim, the Company has voluntarily suspended fieldwork activities and will review further
exploration expenditure until a satisfactory outcome is achieved. All options remain open to the Company; resolving this
situation is the Company’s highest priority.

Regional Exploration
The regional potential for additional VMS deposits is considered excellent.

PAM is hosted within a sequence of vitric tuffs and pyritic black shales (the mine sequence) which can be traced for
approximately 80 kilometres along strike and within structurally repeated blocks in the Merléac licence. Within these rock
units, outcropping gossanous zones containing highly anomalous base and precious metal values have been defined,
interpreted to represent the oxidised expressions of underlying sulphides. Some of these gossans were previously mined
by shallow open pits for iron up until the 19th century and generally have not been explored below the iron oxide cap
aside from shallow BRGM drilling in some locations.

In September 2015, Variscan completed modelling of a large Versatile Time Domain Electromagnetic (VTEM) survey
completed to test key mineralised areas in and around PAM and within the broader Merléac licence. The survey covered
approximately 160 square kilometres of the southern section of Merléac, testing about 50 strike kilometres of the PAM
mine sequence.

The survey successfully identified 14 high priority ‘Tier 1’ targets with moderate to strong, early to late time
electromagnetic responses, in many cases similar to those generated at PAM and which are possibly caused by
sulphide-rich bedrock sources. In addition, the survey identified approximately 50 other conductors possibly due to
sulphide zones, but close to buildings, power lines or other 'conductive' infrastructure, requiring field checks to confirm
the source of the anomalism.

VTEM Target
[ ] chateaulin Basin
Basement

MERLEAC PROJECT
Channel 40 VTEM response and key targets

‘Tier 17 VMS targets over Channel 40 response plot at Merléac

Follow-up of the VTEM and geochemical targets as well as review of previous exploration work has provided strong
evidence that additional new VMS deposits will be discovered within the mine sequence. Two main trends over a total
strike length of 22 kilometres hosting seven centres of base metal mineralisation have been defined, with highly
geochemically anomalous rock chip/grab results recorded in recent sampling. At some prospects these assays are in
proximity to strong VTEM anomalies, interpreted to be possible buried VMS deposits.
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PAM - Gausson Trend

This extensive east-west striking zone is the most important defined to date and stretches approximately 15 kilometres
from PAM to the Gausson prospect in the east. Five main areas of VMS mineralisation have been defined within
sediments and volcanics along the general PAM VMS deposition horizon.

Nt

MERLEAC PROJECT
Prospects and geology

* VMS Mineralisation
© Tier 1 VTEM anomaly

l:] Granite

[T"1 Upper Devonian Sediments
[] clastic Sediments

(:] Volcanics

Chllteavhin Basin

3 l> Sediments and volcanics

["] Basement rocks

Key VMS prospects within the Le Roz and PAM-Gausson mineralised trends. Summary of BRGM geology

La Pris Mallard Prospect

This prospect also includes a Tier 1 VTEM anomaly located about 5 kilometres east of PAM. Previous BRGM work
included shallow percussion and core drilling which recorded base metal sulphides and strong sericite-quartz-pyrite
altered volcanics just west-south-west of the strong VTEM anomaly.

Rock chip/grab samples by Variscan of gossanous material representing oxidised semi—massive and massive sulphide
and stockwork sulphide-veined material recorded individual assays of up to 6.1% lead, 800ppm zinc and 1840ppm
copper, confirming this as a likely centre of VMS mineralisation.

Les Essarts Prospect

This advanced prospect is approximately 700 metres in strike length and was drilled to a shallow depth by the BRGM
during the 1970's. The drilling recorded a number of zinc-lead-copper intersections of stratiform VMS mineralisation
including -

> 1.25 metres @ 7.0% zinc, 3.04% lead, 0.22% copper from 80 metres in LSS2, and

> 1.0 metre @ 5.49% zinc, 2.72% lead and 0.26% copper from 66 metres in LSS3

The BRGM work has clearly identified another centre of VMS mineralisation broadly analogous to PAM.
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Les Forges Prospect

The prospect lies approximately 1.2 kilometres east of Les Essarts. Previous work by Variscan included sampling of a
group of old iron workings that mined gossanous material displaying box-work textures after base metal sulphides.

Highly elevated results up to 1986ppm zinc, 318ppm lead, 638ppm copper and 260ppb gold were recorded over a strike
length of about 700 metres, again believed located within the same rock package that hosts PAM.

Gausson Prospect
Former work by the BRGM included shallow drilling to the southwest of a strong VTEM anomaly, intersecting low grade
stockwork copper mineralisation.

Previous rock chip and float sampling (including the VTEM target) conducted by Variscan returned elevated surface
values, believed associated with VMS mineralisation, up to 875ppm zinc, 1991ppm lead, 917ppm copper and 90ppb
gold.

Le Roz Trend

This trend lies approximately two kilometres south of the PAM deposit and was defined on the basis of a string of strong
VTEM anomalies. To date Variscan has assessed two of the seven 'Tier 1' VTEM anomalies that have been defined over
a strike distance of around seven kilometres. Both anomalies, Le Roz and Kervegan do not appear to have been
explored previously and are favourably located within the interpreted folded repeat of the PAM mineralised rock
sequence.

Base metal geochemistry at both prospects is elevated, particularly at Le Roz, indicating the possible presence of base
metal sulphides.
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Zinc

Zinc is primarily used in the construction and consumer sectors. Demand for Zinc is dominated by its use as a rust-
protective coating on steel in the form of galvanising. Demand for galvanised steel, in turn, is heavily dependent on the
construction, automative and domestic white-goods markets. Like many other metals, China dominates geographical
demand for zinc.

Zinc Demand By Industry

Industrial Consumer
- products
machinery 6%
7% =

Infrastructure
16%

Construction
50%

Source: Wood MacKenzie, Vedanta Resources

Zinc prices have increased dramatically over the reporting period. One of the primary drivers of positive sentiment has
been a reduction of supply following the closures of major mines in Australia and Europe. Falling inventories and limited
investment in new zinc capacity make it likely that high zinc prices will be sustained.
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“Zinc remains our preferred commodity. We believe the market has moved into deficit and will remain in deficit
throughout our forecast period, drawing inventories down below critical levels and leading to very strong pricing.”
RBC Capital Markets
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COUFLENS TUNGSTEN PROJECT

On 25 October 2016, the Company was granted the Couflens licence, located in the Pyrenees region and covering an
area of 42 square kilometres, centered on the Salau tungsten-copper-gold mine. Prior to its closure in 1986, Salau was
one of the highest grade tungsten mines in the world, with an average recorded Life of Mine production grade of
approximately 1.5% WO0s.

COUFLENS PROJECT
Mineral Deposits of France

A Major mine or prospect
A Significant mine or prospect

o Lead-Zinc-Séver

A Copper-Lesd-Zinc-Gold ,
Gola . e A
@ Urankum . ,!. . c 8 >
B Tintungsten T — - v
‘“_ Significant fault or shoar Mm“ Cenh’al

Cover sediments
Basument rocks

Subsequently Apollo Minerals Limited (ASX:AON) acquired Ariege Tungsten SAS, the company in joint venture
with Variscan over Couflens where it can maintain an 80% interest in the project by spending €2.5M within 3 years,
with Variscan free-carried until the completion of a successful DFS or the total expenditure of €25M (whichever is
less).

The initial consideration for the 80 per cent equates to $5.25 million and the total consideration, if paid, is A$15.5
million, together with an obligation to spend up to €25 million, with the Company free-carried.

In 03 July 2017, Apollo Minerals passed certain resolutions at an EGM and subsequently announced the
acquisition of its 80% interest in the Couflens project as unconditional.

Variscan (through its wholly owned French subsidiary, Variscan Mines SAS) has submitted the application to
transfer the Couflens PER to the joint venture company Mines du Salat (“MdS”). We continue to actively manage
our interest in this promising project.

As announced on 03 July 2017, Dr. Michel Bonnemaison joined the Board of Apollo as a Non- Executive Director. He is
also the President of Ariege (the French subsidiary through which Apollo holds its interest in the project) and MdS, and
will lead the commencement of activities at the Couflens project. The Company and Dr. Bonnemaison have mutually
agreed he will leave Variscan shortly. This will confer a significant cost saving to the Company but still benefit from his
expertise and knowledge through his leadership of MdS.
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Salau Mine

The Salau skarn tungsten is located approximately 130km south of Toulouse, within the Pyrenees region near the border
with Spain.

The deposit was discovered in 1964 by the BRGM. Les Mines d’Anglade (“LMA”) operated the mine from April 1971 to
November 1986, during which time it is reported to have produced 0.93 million tonnes of ore at an average grade of
1.5% WO3 to yield approximately 11,500 tonnes of WO3 in concentrate. Notwithstanding the existence of remaining
resources, the discovery of promising mineralized zones elsewhere and the much higher grade production from the last
years of production (up to 2.48% WO3), the precipitous fall in the tungsten price in 1986 led to mine closure.

Salu Mine Production

Salau production tonnage and grade
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Salau is a tungsten-bearing (primarily scheelite) skarn deposit which consists of two known mineralised systems, the
Bois d’Anglade’ embayment (North Formation, Gulf South Formation, Column and SC ore zones) and ‘Veronique’. Bois
d’Anglade was discovered first and provided the bulk of the early production. Veronique, 300 metres to the west, was
discovered in 1975 and provided higher grade tungsten production (average 1.9% WO3), including gold-rich material (not
recovered in milling) towards the end of the mine life. In limited sampling by the previous mine owners, this material
graded around 10g/t gold in the lower section of the Veronique Southeast zone.
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Plan view of the geology and targets with recorded scheelite occurrences at surface around the
Salau tungsten mine
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The geometry of the orebodies at Salau is complex and appears controlled mainly by irregularities in the intrusive contact
and by faulting. Two principal types of metalliferous skarns are developed:

> Prograde skarns — initial metasomatism resulted in the formation of broad zones of prograde skarns containing
modest tungsten values (0.2 to 0.5% WO3); and

> Retrograde skarns - later hydrothermal fluids overprinted the prograde skarns and deposited sulphide-rich
material (mainly pyrrhotite) containing substantially higher values of tungsten, gold and copper. It is these
sulphide-rich skarns which provided the bulk of the former production from Salau.

Exploration targets and upside

Previous underground drilling by the former mine owners recorded a number of high-grade tungsten-bearing skarn
intersections below the 1,230 metre level access adit, the down-plunge continuation of the Veronique ore system. This
enabled a non-JORC resource to be calculated by LMA with a similar tungsten grade to that derived from mining in the
upper levels of Veronique. The system remains open at depth and is believed to contain substantial gold credits.

Potential also remains around the other previously mined areas (Veronique and Bois d’Anglade systems) where remnant
zones of tungsten-bearing material appear present.
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Approx. drill hole pierce points
around lower Veronique
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Composite long section through the Salau mineralised system showing the key mineralised zones defined from previous
exploration/mining. Approximate recorded position of LMA underground drilling testing the lower section of Veronique
shown in yellow (red - >1.0% WO3, blue - low grade/barren). Source - Dr. Nick Le Boutilliere

Exploration plan
The initial exploration work plan for the Couflens Project announced by Apollo includes:

> Acquisition and digitisation of available mine and exploration data

> Mine area and old tailings area risk assessments

> Initial access and assessment of existing mine development and stoping areas

> Mapping and sampling of mineralisation exposed in previously developed mine areas

> Generation of a 3D model of the geology, zones of mineralisation and principal controls on mineralisation

> Underground drilling to confirm known zones of mineralisation and test for extensions of these zones

> Estimation and reporting of a Mineral Resource in accordance with the JORC Code

> Surface exploration programs to further assess identified prospects and generating new targets within the broader
project area

> A second phase of exploration may include the development of an underground incline to provide access below
the existing mine workings and to allow more extensive drill testing of the down plunge continuation of the high
grade Veronique system and parallel structural positions

> Initial work will focus on defining sufficient high grade tungsten mineralisation to justify commencement of mine

feasibility studies, as well as testing the gold potential within and adjacent to the Salau mine area.

Consequently the Directors expect a significant amount of news-flow to be generated from the Couflens project.

16 > Variscan Mines Limited Annual Report 2017



Review of Operations

Tungsten is a critical material

Tungsten is one of the raw materials identified by the British Geological Surveys, US Department of Defense and European
Commission as a ‘critical’ raw material due to its economic importance and supply risk. They describe raw materials such

as tungsten as ‘being essential for maintaining and improving our quality of life’ and as a result, securing reliable access is
of a concern across all of these jurisdictions and around the world.
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Economic importancs
Source: European Commission

Tungsten’s chemical symbol W comes from the German name Wolfram. Wolframite and scheelite are the two naturally
occurring tungsten ores important for industrial use. The main use of tungsten is the manufacture of cemented carbides or
hard metals; wear resistant materials used in metalworking, mining, oil and construction industries. It has diverse
commercial, industrial and military applications including hardening steels, use in the manufacture of armaments, lighting

(light bulb filaments), electronic and chemical industries. Another of its nhumerous applications includes the technology
market where it is used in the touch screens of smartphone devices.

O WMIP‘_‘,
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St Pierre Gold Project

St Pierre has been the focus of fieldwork during 2016 and 2017. The Company successfully completed the first RC drill
programme in France.

Reverse Circulation drilling at Belleville in April 2017

The St Pierre PER covers the La Belliere gold mine believed to be the third largest gold producer in France. Until 1952
the mine produced about 338,000 ounces of gold from veins grading 12 g/t gold, hosted within an east-west oriented
shear zone.

Previous exploration work conducted by Variscan identified two areas for drilling at Ville Tirard and Belleville to the west
and south of the St Pierre township where a combination of shallow traverse RC and core diamond drilling tested these
targets.

Belleville
Drilling Programme Objectives

The objective of the RC drill programme was to define the hard rock source of a strong gold geochemical anomaly
identified from previous rock chip and soil sampling. A total of 15 RC holes for 923 metres were successfully completed
at Belleville during June.

Outcomes

The drilling at Belleville is believed to be the first RC drilling programme completed in France.

To date 450 gold assays have been received from ALS Geochemistry in Ireland which accounts for approximately 45%
of the 15 drill holes, mainly from the eastern drill traverse.
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Belleville Prospect
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RC drill collar positions over the gold-in-soil anomaly at Belleville

These holes intersected alternating greywackes and schists similar to those found at the La Belliere Gold Mine 750
metres to the north, with some samples recording quartz veining and sulphides, including pyrite, pyrrhotite and
chalcopyrite, with minor arsenopyrite, galena and sphalerite which are commonly associated with high grade gold
mineralization.

In addition, free gold was panned in some samples, indicating the coarse nature of gold within the mineralised system
(and confirmed in the variable gold re-assays by ALS) and thus potential difficulty in obtaining reliable gold assays.

A spot high of 4.59 g/t gold (hole RCSTP004, 36-37 metres) over one metre (down-hole) confirms the potential for high
grades at Belleville and warrants further analysis of the gold mineralisation. Evaluation of these results and comparison
to geological observations is continuing.

Samples from the majority of holes from the western traverse (the centre of the gold anomaly) as well as two holes from
the centre of the eastern traverse (473 samples in total) have been sent to the sample preparation facility in southern
France. These are in the process of being sent to ALS over the next few weeks for gold analysis.

Once a complete set of assay results is compiled and reviewed, Variscan will take a more informed decision on the
future work and prospects for Belleville.

Ville Tirard

During the final years of mining in the St Pierre region, two inclined drill holes (circa 1952) approximately 40 and 60
metres deep are recorded to have been drilled below outcropping mineralisation at the western end of the main La
Belliére shear system approximately 200 metres north of the old St Antoine gold mine.

In reports held by the BRGM both holes are recorded to have intersected broad zones (estimated >15-20 metres true
width) of gold mineralisation with individual assays between 0.5 to 33 g/t gold, averaging in the range of 3-4 g/t Au.
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Ville Tirard Prospsect
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Approximate location of Ville Tirard prospect and drill collars from 1952 drilling projected onto the plan
view of La Belliere gold mine workings

Drilling Programme Objectives

The objective of the diamond drilling was to attempt to locate and sample the mineralized zones as intersected in
previous shallow drilling completed in 1952 at the western end of the La Belliere mine shear. Two core holes for a total of
244.5 metres were completed.

Diamond drill core at Ville Tirard
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Outcomes

Assays received from ALS have confirmed the initial review of core from Ville Tirard as announced to the ASX on 31 May
2017, with no significant results recorded. Given the age of the former drilling, the precise position of the collars is
uncertain and further drilling across the shear system will be required to locate the high grade mineralised zone as
formerly defined in the historic work (1952).

OTHER PROJECTS

During the reporting period field work on other projects was limited which is in line with the Company’s approach to
capital discipline and resource allocation.

AUSTRALIA

A total of approximately A$1.1 million was spent by Variscan’s joint venture partners in comparison to A$0.38 million
from the previous year.

INVESTMENTS

As a result of historical project generation activities, Variscan has held a diversified portfolio of investments within a
number of ASX-listed resource companies.

Follwing a portfolio review in line with the Company’s emphasis on project development and capital allocation, the
Company has sold its holdings in Silver City Minerals Limited (ASX: SCI) and Eastern Iron Limited (ASX:EFE), which has
resulted in the Company receiving non-dilutive cash inflow of approximately A$0.56M.

Variscan still holds a significant investment in Thomson Resources Ltd (ASX:TMZ) which has large landholdings for
copper, gold and tin within the Thomson and Lachlan Fold Belts, NSW. The current value of Variscan’s shareholdings in
Thomson Resources is approximately A$0.85 million.

Competent Persons Statement

The information in this report that relates to Exploration Results is based on information compiled by Greg Jones, BSc
(Hons), who is a member of the Australasian Institute of Mining and Metallurgy. Mr Jones is an Executive Director of
Variscan Mines Limited and has sufficient experience which is relevant to the style of mineralisation and type of deposit
under consideration and to the activity which he is undertaking to qualify as a Competent Person as defined in the 2012
Edition of the “Australasian Code for Reporting of Exploration Results, Mineral Resources and Ore Reserves”. Mr Jones
consents to the inclusion in the report of the matters based on his information in the form and context in which it appears.
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Schedule of Tenements
As at 19 September 2017

Joint Venture Detals

Broken Hill
Yalcowinna
Mundi Plains JV
Willyama
Hillston

Native Dog
Lachlan Fold Belt
Woodlawn South

Achilles and Chiron

Junction Dam

Callabonna

Tennie
St Pierre
Merleac
Beaulieu
Loc Enrel

Silfiac

EL 8078
EL 6404
EL 8075
EL 6363
EL 8236

ELs 7257 and 7469
ELs 7746 and 7931

EL 5682

EL 5360

PER
PER
PER
PER
PER
PER

EL = Exploration Licence

PER = Permis Exclusif de Recherche (France)

0%
14.4%

0%
39.2%

0%

0%
25%

11.5%

100%

100%
100%
100%
100%
100%
100%

Note 1

Teck 85.6%, lluka earning

Note 1

Perilya can earn 80%, Eaglehawk 9.8%
Note 1

Royalty interest only

Kidman 51% can earn 80%, Thomson 24%

Teck 85.6%, Eaglehawk 2.9%, lluka earning, Marmota
100% in uranium rights only, Note 2

Red Metal can earn 70%

Note 1: These tenements are subject to agreements with Silver City Minerals Limited whereby Silver City Minerals
Limited must meet expenditure commitments within various time frames. Under an agreement with Silver City
Minerals Limited, Broken Hill Operations and Eaglehawk Geological Consulting Pty Ltd, Variscan has converted
its interest in parts of these tenements to a NSR (Net Smelter Return).

Note 2: Marmota has earned 100% of the uranium rights only in EL 5682 (previously EL 4509). Variscan has retained a
3.75% net profits royalty on production from a uranium mine. These interests are calculated at 30 June 2017.
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Achilles and Chiron ELs 7764
and 7931, NSW

Variscan 25%. Kidman Resources Limited can earn an
80% interest in these tenements by completing
expenditure of $210,000 over a three year period. To
date Kidman has earned a 51% interest with Variscan
holding 25% and Thomson 24%. When Kidman has
earned 80% Variscan and Thomson will hold 10%
each. At this stage any party may contribute according
to their interest or dilute. Variscan and Thomson may
then elect to revert to a free carried 5% interest.

Callabonna EL 5360, SA

Variscan 100%. Red Metal can earn a 51% interest by
spending $1 million and a 70% interest by spending $3
million. Variscan then can contribute with 30% or
reduce to a 15% interest, carried to completion of a
BFS and repayable from Variscan’s share of net
proceeds of mine production.

Hillston EL 6363, NSW

Variscan 39.2% and Eaglehawk 9.8%, Perilya 51%.
Perilya can earn an 80% interest in this tenement by
completing expenditure of $1.5 million. Variscan and
Eaglehawk can then each participate with their
respective interests of 16% and 4% or convert to a 10%
and 2.5% free-carried interest to completion of a BFS.
On completion of a BFS, Variscan and Eaglehawk can
participate or convert their interests to a NSR royalty.

Junction Dam EL 5682, SA

Variscan 11.5%, Teck 85.6% and Eaglehawk 2.9% in
base and precious metal rights. Variscan can elect to
participate at its interest rate current at the time of
election, or dilute to a NSR royalty.

Marmota Energy Limited has earned a 100% interest in
the uranium rights only. Marmota is sole funding
uranium exploration and Variscan, Teck and Eaglehawk
are entitled to receive a combined royalty of 5% Net
Profits on any production from a uranium mine on the
tenement.

Mundi Plains EL 6404, NSW

Variscan 14.4%, Teck Australia 85.6%, lluka is earning.
All parties to contribute to approved programs or dilute
their interest. If Variscan’s interest falls below 8% it may
elect to revert to a 2% NSR interest.
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Woodlawn South ELs 7257 and
7469, NSW

Variscan holds a NSR royalty interest in both these
tenements.

Willyama, Yalcowinna and Native
Dog, ELs 8075, EL 8078 and 8236
NSW

Under various agreements with Silver City Minerals
Limited, Variscan holds a NSR royalty interest in each
of these tenements.



Directors’ Report

Your directors submit their report for the year ended 30
June 2017.

Directors

The names and details of the Company’s directors in
office during the financial year and until the date of this
report are as follows. Directors were in office for this
entire period unless otherwise stated.

Patrick Elliott, BCom, MBA, CPA
Chairman

Patrick was appointed a Director of the Company on 22
December 2008 and is a company director specialising
in the resources sector with over 40 years’ experience
in investment and corporate management. His early
career was at Consolidated Gold Fields Australia
Limited and covered investment analysis and
management, minerals marketing (copper, tin, rutile and
zircon). In 1979 he went into investment banking and
became Head of Corporate Finance for Morgan Grenfell
Australia Limited in 1982. Patrick subsequently became
Managing Director of Natcorp Investments Ltd in 1986
which owned a number of manufacturing businesses.
After its takeover he became an active early stage
venture capital investor with an emphasis on resources.

Patrick is Chairman of Argonaut Resources NL and
Chairman of Cap-XX Limited (Australian company listed
on AIM) and Tamboran Resources Limited (unlisted
public company). He is also a director of Kirrama
Resources Pty Limited and a number of privately owned
companies.

During the past three years Patrick has also served as
a director of the following other listed companies:

» Argonaut Resources NL — appointed June 2003
» Global Geoscience Limited — appointed April 2003

» Cuesta Coal Limited — appointed October 2011,
resigned November 2014

Stewart Dickson, BA (Hons), MBA
Chief executive officer, Executive director

Stewart was appointed as Chief Executive Officer on 1
May 2017. Stewart is an experienced corporate
financier with a decade of investment banking
experience. Most recently, he was Managing Director
and Head of Metals & Mining at Cantor Fitzgerald
Europe, based in London. He had responsibility for
client coverage of public and private mining companies
across precious metals and base metals, bulks,
fertilizers and specialty metals. He has a broad range of
international financial advisory, equity capital markets
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and corporate broking transaction experience including
initial public offerings, financings and M&A.

Prior to investment banking, he Mr Dickson served in
the British Army as a commissioned officer and saw
operational service overseas. Stewart is a graduate of
University College London and holds a MBA from
Henley Business School.

Appointed Non-Executive Director of Trans-Siberian
Gold plc on 19 September 2017, a company listed on
the AIM market of the London Stock Exchange.

During the past three years Stewart has not served as a
director of any other ASX listed company.

Gregory Jones, BSc (Hons), MAusIMM,
MAIG

Executive technical director

Greg was appointed Executive Technical Director on 1
May 2017 after serving as Managing Director from 20
April 2009. Greg is a geologist with over 30 years of
exploration and operational experience gained in a
broad range of metalliferous commodities within
Australia and overseas. Greg has held senior positions
in a number of resource companies including Western
Mining Corporation and Sino Gold Mining Limited. His
experience spans the spectrum of exploration activity
from grass-roots exploration through to resource
definition and new project generation, as well as mine
geology, ore resource/reserve generation and new mine
development.

Greg was awarded the Institute Medal for academic
excellence whilst at university and is credited with
several economic discoveries including the Blair nickel
and the Orion gold deposits in Western Australia. He is
a director of Eastern Iron Limited, Silver City Minerals
Limited, Thomson Resources Ltd and Acting Managing
Director of Moly Mines Limited.

During the past three years Gregory has also served as
a director of the following other listed companies:

» Eastern Iron Limited — appointed April 2009
»  Silver City Minerals Limited — appointed April 2009
» Thomson Resources Ltd — appointed July 2009

» Moly Mines Limited — appointed August 2014
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Kwan Chee Seng
Non-executive director

Chee Seng was appointed a Director of the Company
on 17 February 2009. He has over 30 years of
experience in management and investment as a
businessman in various sectors such as renewable
sustainable energy, base metal resources and the
biotechnology business. He also has extensive
experience as an investor, particularly in the area of
Mergers and Acquisitions (M&A).

In 2001, he acquired various local and international
operations from the engineering division of SGX
Mainboard-listed Van der Horst Limited (now known as
Interra Resources Limited). After the acquisition, he
restructured and rationalised the acquired entities, and
successfully divested them with significant returns.
Besides being the Chairman of his investment holding
company, Chee Seng has sat on the Boards of
numerous listed companies as a major shareholder.
Presently, he sits on the Board of SGX Mainboard-
listed GRP Limited as an Executive Director of and is
responsible for the Group's property business
development. He is also a Non-Executive Director of
SGX Catalist-listed Starland Holdings Limited, an
83.5% indirectly-owned subsidiary of GRP Limited.
Thus, he brings to Variscan a unique set of skills with
an M&A angle.

During the past three years Mr Kwan has not served as
a director of any other ASX listed company.

Dr Foo Fatt Kah, MB, BCh, BAO, MBA
Non-executive director

Dr Foo was appointed a Director of the Company on 7
October 2009. Dr Foo is the Managing Director and co-
founder of Luminor Capital, a private equity fund
management company based in Singapore. He has
over 20 years’' experience in the investment banking,
fund management and advisory businesses spanning
Europe and Asia. He was previously Head of Asian
Equities for SG Securities Asia (the Asian Investment
Banking business for Societe Generale) covering 10
Asian countries ex-Japan. Since 2004 Dr Foo has been
active as an investor, overseeing investments in
Resources, Energy and Healthcare.

Dr Foo is qualified in Medicine (MB, B Ch, BAO) and
Business Administration (M.B.A.) from the Queen's
University, United Kingdom, with further continuing
education qualifications from Insead on Economic
Value Added (EVA) and International Project
Management. He has experience with listed companies
in Singapore, being previously Executive Director of
CyberVillage Holdings Ltd and currently Lead
Independent Director of PEC Ltd.
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During the past three years Dr Foo has not served as a
director of any other ASX listed company.

Michael Moore BEng (Hons),
MAusIMM, MAICD

Non-executive director

Mike was appointed a Non-Executive Director on 4
August 2015. Mike is a mining engineer from the
Camborne School of Mines with over 15 years
operational and executive management experience
across a diverse range of commodities in Australia,
West Africa and France. He has previously held senior
and executive management roles with a number of
companies including Rock Australia Mining & Civil Pty
Ltd, Carnegie Minerals PLC and, more recently, with
ASX listed Montezuma Mining Company Ltd where he
was CEO. Mike’s experience includes mine feasibility
studies and mine operations, important in supporting
Variscan’s strategy to successfully advance its French
projects towards production.

Mike has previously been a director of Carnegie
Minerals Gambia Ltd and Cordier Mines SAS (France).

During the past three years Mike has not served as a
director any other ASX listed company.

Dr Jack Testard
Executive director

Jack was appointed a Director of the Company on 14
May 2014. Jack is a French geologist with over 40
years of experience in Europe, Africa, CIS countries,
Turkey, Saudi Arabia and Guyana. Jack was formerly
Head of the Minerals Resources Division of the BRGM
(Bureau de Recherches Géologiques et Minieres - the
French  Geological Survey), President of GIP
GEODERIS and Manager of the Ovacik gold mine in
Turkey under Normandy La Source. Dr Testard is
President of Variscan Mines SAS, the wholly owned
French subsidiary of Variscan Mines Limited, based out
of Orleans, France.

Jack is currently President of the French Chamber of
Mines, Treasurer of the Federation of Minerals and Non
Ferrous Metals (FEDEM) and a Director of the Société
de I'Industrie Minérale (SIM).

During the past three years Jack has not served as a
director of any other ASX listed company.
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Dir(_ectors' interests in shares and
options

As at the date of this report, the interests of the
Directors in the shares and options of Variscan Mines
Limited were:

Options
Shares directly and directly and

Directors indirectly held indirectly held
P Elliott 10,502,246 2,000,000

S Dickson - =

G Jones 12,693,218 6,800,000

C S Kwan 197,780,846 2,500,000

F K Foo 29,049,259 2,000,000
M Moore - 1,000,000

J Testard 200,000 3,400,000

Company secretary
Ivo Polovineo, FIPA

Ivo Polovineo was appointed Company Secretary of the
Company on 31 December 2010. Ivo has over 30 years’
experience in corporate accounting, finance and
company secretarial work for a diverse range of
companies. He has spent the past 20 years in senior
management roles in the resources sector including
seven years as Company Secretary (and five years as
CFO) of Sino Gold Mining Limited (a former ASX 100
company) until December 2009.

Ivo is currently also Company Secretary of Thomson
Resources Ltd, Silver City Minerals Limited and Lynas
Corporation Ltd. Ivo is also a Director of Moly Mines
Limited.

Principal activities

The principal continuing activity of the consolidated
entity is the exploration and development of economic
metal and mineral deposits.

Results

The net result of operations of the consolidated entity
after applicable income tax was a loss of $3,914,121
(2016: $1,360,558) which includes the write-off of
exploration expenditure during the year of $1,321,021
(2016: $31,845).

Dividends

No dividends were paid or proposed during the year.

Review of operations

A review of the operations of the Company during the
financial period and the results of those operations
commence on page 3 in this report.
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Significant changes in the state of
affairs

The Directors are not aware of any significant changes
in the state of affairs of the Group occurring during the
financial period, other than as disclosed in this report.

Significant events after the reporting
date

There were, at the date of this report, no matters or
circumstances which have arisen since 30 June 2017
that have significantly affected or may significantly
affect the operations of the Group, the results of those
operations, or the state of affairs of the Group, in future
financial years, other than:

» In July 2017 the Group sold 100% of its two non-core
investments, Eastern Iron Limited and Silver City
Minerals Limited receiving a total of $0.56M.

Indemnification and insurance of
directors and officers

The Company has not, during or since the end of the
financial period, in respect of any person who is or has
been an officer of the Company or a related body
corporate, indemnified or made any relevant agreement
for indemnifying against a liability incurred as an officer,
including costs and expenses in successfully defending
legal proceedings. The Company maintains adequate
Directors and Officers insurance coverage.

Insurance premiums

During the financial period the Company has paid
premiums to insure each of the directors and officers
against liabilities for costs and expenses incurred by
them in defending any legal proceedings arising out of
their conduct while acting in the capacity of director or
officer of the Company, other than conduct involving a
wilful breach of duty in relation to the Company.

The premiums paid are not disclosed as such
disclosure is prohibited under the terms of the contract.

Environmental performance

Variscan holds exploration licences issued by New
South Wales Department of Industry - Resources and
Energy and the South Australian Department of State
Development and PER’s issued pursuant to French
mining laws which specify guidelines for environmental
impacts in relation to exploration activities. The licence
conditions provide for the full rehabilitation of the areas
of exploration in accordance with the relevant
guidelines and standards. There have been no
significant known breaches of licence conditions.
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Likely developments and expected
results

As the Company’s mineral projects are at an early
stage of exploration, it is not possible to postulate likely
developments and any expected results. The Company
is advancing with the identification of new opportunities
outside of France. Simultaneously the Company will
take all possible steps to ensure the preservation and
enhancement of the economic value of its assets and
investment made in France to date.

Shares under option or issued on
exercise of options

Details of unissued shares or interests under option for
Variscan Mines Limited as at the date of this report are:

No. shares Class Exercise
under of price of Expiry date
option share option of options

15,650,000 Ord $0.07 4 Dec 2017
29,347,830 Ord $0.05 29 Jan 2018
12,450,000 Ord $0.05 3 Dec 2018
57,447,830

The holders of these options do not have the right, by
virtue of the option, to participate in any share issue of
the Company or of any other body corporate or
registered scheme.

There were 126,277,319 shares issued during or since
the end of the financial year as a result of exercise of
listed options expired 4 May 2017 at $0.015 per share.

Refer to the Remuneration Report, Note 13 & 14 for
further details of the options outstanding.

Remuneration report (audited)

This remuneration report for the year ended 30 June
2017 outlines the remuneration arrangements of the
Company and the Group in accordance with the
requirements of the Corporations Act 2001 (the Act)
and its regulations. This information has been audited
as required by section 308(3C) of the Act.

The remuneration report details the remuneration
arrangements for key management personnel (KMP)
who are defined as those persons having authority and
responsibility for planning, directing and controlling the
major activities of the Company and the Group, directly
or indirectly, including any director (whether executive
or otherwise) of the parent company.
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Details of key management personnel

Details of KMP including the top five remunerated
executives of the Parent and Group are set out below.

Directors

Patrick Elliott Chairman (Non-Executive)
Executive Director/CEO
(appointed 1 May 2017)
Executive Technical Director
(Managing Director to 1 May
2017)

Non-Executive Director

Stewart Dickson

Gregory Jones

Kwan Chee Seng
Dr Foo Fatt Kah
Mike Moore

Dr Jack Testard

Non-Executive Director
Non-Executive Director

Executive Director
President of Subsidiary —
Variscan Mines SAS

Executives

Ivo Polovineo
Wendy Corbett
Michelle Lilley Financial Controller

Michel Bonnemaison CEO of Subsidiary —
Variscan Mines SAS

Company Secretary
Managing Geologist
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Remuneration philosophy

The objective of the Company’s remuneration
framework is to ensure reward for performance is
competitive and appropriate for the results delivered.
The framework aligns executive reward with
achievement of strategic objectives and the creation of
value for shareholders. The Board believes that
executive remuneration satisfies the following key
criteria:

» Competitiveness and reasonableness;
»  Acceptability to shareholders;

» Performance linkage/alignment  of  executive
compensation;

» Transparency; and
» Capital management.

These criteria result in a framework which can be used
to provide a mix of fixed and variable remuneration, and
a blend of short and long term incentives in line with the
Company’s limited financial resources.

Fees and payments to the Company’s Non-Executive
Directors and Senior Executives reflect the demands
which are made on, and the responsibilities of, the
Directors and the senior management. Such fees and
payments are reviewed annually by the Board. The
Company’s Executive and Non-Executive Directors,
Senior Executives and Officers are entitled to receive
options under the Company’s Employee Share Option
Plan (“ESOP”).

Non-executive directors remuneration
arrangements

Directors are entitled to remuneration out of the funds of
the Company but the remuneration of the Non-
Executive Directors (NED) may not exceed in any year
the amount fixed by the Company in general meeting
for that purpose. The aggregate remuneration of the
NED’s has been fixed at a maximum of $250,000 per
annum to be apportioned among the NED’s in such a
manner as the Board determines. Directors are also
entitted to be paid reasonable travelling,
accommodation and other expenses incurred in
consequence of their attendance at Board meetings
and otherwise in the execution of their duties as
Directors.

The Chairman’s fee is set at $50,000 p.a. and NED fees
at $36,000 p.a. which are consistent with industry
average fees. At present, no Committee fees are paid
to Directors.

The level of Directors fees is currently under review.
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Service agreements

Remuneration and other terms of employment for key
management personnel are formalised in employment
contracts and contractor agreements. Details of these
arrangements are set out below:

Executive Director/CEO — Stewart Dickson
(appointed 1 May 2017)

» Contract term: No fixed term. Either party may
terminate the letter of employment with six months’
notice.

» Remuneration: £172,500 p.a. plus VAT (2016: Nil) as
at 30 June 2017. Short term incentive of £25,000 (in
aggregate) on the achievement of agreed Key
Performance Indicators (KPI) for the 2017 calendar
year. Long term incentive of 10,000,000 share options
(or equivalent) at a price to be agreed on the
achievement of further agreed KPI's.

» Termination payments: None.

Executive Technical Director — Greg Jones

(Managing Director to 1 May 2017 and

Executive Technical Director from 1 May 2017)

» Contract term: No fixed term. Either party may
terminate the letter of employment with one months’
notice.

» Remuneration: $281,284 p.a. until 1 May 2017. From 1
May 2017 remuneration was calculated at hours
worked by same hourly rate paid during the year.
(2016: $281,284). A revised contract for services is
current being reviewed.

» Termination payments: Mr Jones’s previous contract to
1 May 2017 was subject to a 3 month severance pay
with an additional 3 months after more than five years.

Non-executive Director — Mike Moore

» Contract term: No contract or fixed term. Consulting
fees paid as and when required.

» Remuneration: $1,200 per day plus statutory super
(2016: $1,200) as at 30 June 2017

»  Termination payments: Nil.

Executive Director — Jack Testard

» Contract term: No fixed term.

» Remuneration: Annual salary equivalent to €63,084
(2016: €63,084) as at 30 June 2017, to be reviewed
annually.

»  Termination payments: Nil.
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Company Secretary — Ivo Polovineo

4

4

Contract term: 12 month rolling contract. Either party
may terminate the contract with one months’ notice.

Remuneration: $1,300 (2016: $1,300) per day plus
GST as at 30 June 2017.

Termination payments: Nil.

Managing Geologist — Wendy Corbett

>

>

Contract term: Rolling contract. Either party may
terminate the agreement with one months’ notice.

Remuneration: $120.00 per hour (2016: $108.16) plus
GST for consultancy services as at 30 June 2017.

Termination payments: Nil.

Financial Controller — Michelle Lilley

>

Contract term: No fixed term. Either party may
terminate the agreement with one months’ notice.

29 > Variscan Mines Limited Annual Report 2017

Remuneration: $92.98 per hour (2016: $92.98) as at 30
June 2017.

Termination payments: A 1 month severance pay with
an additional 2 months after more than five years.

Variscan provides a number of companies with
technical accounting and administrative services and
accordingly a substantial portion of Ms Lilley's
remuneration is oncharged to those companies.

CEO (Variscan Mines) — Michel Bonnemaison

»

Contract term: Contract has been terminated post 30
June 2017.

Remuneration: Annual salary equivalent to €160,188
(2016: €160,188) as at 30 June 2017.

Termination payments: Statutory termination payments
are currently being reviewed as per ASX
announcement made on 1 August 2017.
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Directors and KMP remuneration (consolidated) for the year ended 30 June 2017

Short- Post Share-based
term benefits employment payments

Cash salary Consulting Super- Consisting
and fees fees annuation Options Total of options
$ $ $ $ $ %

Directors

P Elliott 50,000 - - - 50,000 -
S Dickson - 60,047 - - 60,047 -
G Jones 250,047 - 23,755 - 273,802 =
C S Kwan 36,000 - - - 36,000 -
F K Foo 36,000 - - - 36,000 -
M Moore 33,027 - 3,138 - 36,165 -
J Testard 91,173 - - - 91,173 -
Total Directors 496,247 60,047 26,893 - 583,187

Other key management personnel

| Polovineo 69,300 - - - 69,300 -
W Corbett - 4,743 - - 4,743 =
M Lilley (a) 111,856 - 10,626 - 122,482 -
M Bonnemaison 231,514 - - - 231,514 -
Other KMP 412,670 4,743 10,626 - 428,039

Totals 908,917 64,790 37,519 - 1,011,226

(a) Variscan provides a number of companies with technical accounting and administrative services and accordingly a
substantial portion of Ms Lilley’s remuneration is oncharged to those companies.

Directors and KMP remuneration (consolidated) for the year ended 30 June 2016

Short term Post Share-based
benefits employment payment

Cash salary Consulting Super- Consisting
and fees fees annuation Options Total of options
$ $ $ $ $ %

Directors

P Elliott 50,000 - - 9,900 59,900 17%
G Jones 256,881 - 24,403 27,720 309,004 9%
C S Kwan 36,000 - - 14,850 50,850 29%
F K Foo 36,000 - - 9,900 45,900 22%
M Moore 30,275 33,600 6,068 9,900 79,843 12%
J Testard 96,188 - - 13,860 110,048 13%
Total Directors 505,344 33,600 30,471 86,130 655,545

Other key management personnel

| Polovineo 62,400 - - 9,900 72,300 14%
W Corbett - 8,247 - 2,475 10,722 23%
M Lilley (a) 96,859 - 9,202 6,435 112,496 6%
M Bonnemaison 244,249 - - 13,860 258,109 5%
Other KMP 403,508 8,247 9,202 32,670 453,627

Totals 908,852 41,847 39,673 118,800 1,109,172
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Compensation options: granted and vested during the year (parent entity)
There were no share based payments granted to Directors and Key Management personal during the financial year.

There were no alterations to the terms and conditions of options granted as remuneration since their grant date. There
were no forfeitures during the period.

The Company has established an ESOP for the benefit of Directors, officers, senior executives and consultants.

Directors' Benefits, Emoluments and Share Options

During its annual budget review the Board reviews the Directors’ Emoluments. Remuneration levels, including
participation in the Company's ESOP, are set to provide reasonable compensation in line with the Company's limited
financial resources. During the year no Director of the Company has received or become entitled to receive a benefit
(other than a benefit included in Note 17 of the financial statements) by reason of a contract made by the Company or a
related corporation with the Director or with a firm of which he is a member, or with a company in which he has a
substantial financial interest.

Due to the difficulty in the measurement of performance using quantitative indicators in the mineral exploration industry,
there is no formal link between financial performance of the group and remuneration levels.

There is no retirement scheme for Non-Executive Directors.

End of Audited Remuneration report.

Meetings of directors

The following table sets out the number of Directors’ meetings (including meetings of committees of Directors) held
during the financial year and the number of meetings attended by each Director.

Remuneration
Board of directors committee Audit committee

P Elliott 4 4 1 1 2 2
S Dickson 2 2 - - - -
G Jones 4 4 1 1 2 2
C S Kwan 4 4 1 1 - -
F K Foo 4 4 - - 2 2
M Moore 4 4 - - - -
J Testard 4 4 - - - -

Non-audit services

The Company’s primary auditor, HLB Mann Judd provided non-audit services totalling $33,500 during the year ended 30
June 2017 (2016: nil). The Directors are satisfied that the provision of non-audit services is compatible with the general
standard of independence for auditor’'s imposed by the Corporations Act. The nature and scope of each type of non-audit
service provided means that auditor independence was not compromised.

Signed at Sydney this 25th day of September 2017 in accordance with a resolution of the Directors.

N

Stewart Dickson
Chief Executive Officer
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Auditor’s Independence Declaration

HLB Mann Judd

Accountants | Business and Financial Advisers

AUDITOR’S INDEPENDENCE DECLARATION

As lead auditor for the audit of the consolidated financial report of Variscan Mines Limited for the year ended
30 June 2017, | declare that, to the best of my knowledge and belief, there have been no contraventions of:

(a) the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and
(b)  any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Variscan Mines Limited and the entities it controlled during the year.

A A

Sydney, NSW A G Smith
25 September 2017 Partner

HLB Mann Judd (NSW Partnership) ABN 34 482 821 289
gvil 19 207 Kent Streer Sydney NSW 2000 Australia | Telephone +61 (02 9020 4000 | Fax +61 {0)2 3020 419
Ematl: mailboxahlbnsw com.au | Website: www hit m.au

bility limited by & scheme approved under Protessional Standards
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Consolidated Statement of Profit or Loss and Other

Comprehensive Income
For the year ended 30 June 2017

2017 2016

Note $ $
Revenue and other income 3 394,519 2,230,228
ASX and ASIC fees (36,229) (53,715)
Auditors’ remuneration 5(a) (56,592) (56,570)
Contract admin/geological services (89,265) (90,656)
Depreciation expense 9 (87,096) (108,231)
Directors’ fees (155,027) (152,275)
Exploration expenditure written-off 10 (1,321,021) (31,845)
Impairment of investment (61,304) (574,111)
Insurance (29,046) (36,327)
Operating lease rental expense (101,041) (101,706)
Operating costs of subsidiary (22,463) (49,221)
Preliminary AIM listing costs (253,214) -
Marketing and media costs (85,179) (93,170)
Employee costs net of on-costs recharged to exploration projects (1,137,544) (1,179,507)
Motor vehicle expenses (43,262) (49,466)
Recruitment costs (85,600) -
Share of net losses of associate accounted for by the equity method - (89,607)
Share based payments - (123,255)
Travel and accommodation (84,916) (37,392)
Write down of receivable (54,414) -
Other expenses (387,326) (337,789)
(Loss) before income tax expense (3,696,020) (934,615)
Income tax (expense) 4 (218,101) (425,943)
(Loss) after tax (3,914,121) (1,360,558)
Other comprehensive income/(loss)
Items that may be reclassified to profit or loss
Net fair value gains/(losses) on available-for-sale financial assets 46,123 205,093
Exchange differences on translation of foreign operations (1,733) 24,923
Income tax on items of other comprehensive income/(loss) - (61,528)
Amounts transferred from reserves to income on sale - (141,000)
Income tax on items of other comprehensive income/(loss) - 42,300
Other comprehensive income/(loss) for the period, net of tax 44,390 69,788
Total comprehensive (loss) for the period (3,869,731) (1,290,770)
(Loss) per share
Basic (loss) per share (cents per share) 16 (0.70) (0.38)
Diluted (loss) per share (cents per share) 16 (0.70) (0.38)

The Consolidated Statement of Profit or Loss and Other Comprehensive Income should be read in conjunction with the
accompanying notes
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Consolidated Statement of Financial Position
As at 30 June 2017

2017 2016

Note $ $
Assets
Current assets
Cash and cash equivalents 6 1,120,871 2,452,774
Receivables 7 610,516 596,161
Total current assets 1,731,387 3,048,935
Non-current assets
Investments — available for sale 8 1,472,056 1,487,237
Receivables 7 28,134 26,813
Property, plant and equipment 9 116,989 200,408
Deferred exploration and evaluation expenditure 10 4,374,186 3,973,293
Deferred tax asset 4 - 411,149
Total non-current assets 5,991,365 6,098,900
Total assets 7,722,752 9,147,835
Liabilities
Current liabilities
Trade and other payables 11 678,652 454,325
Provisions 12 158,246 135,962
Total current liabilities 836,898 590,287
Non-current liabilities
Provisions 12 65,030 56,226
Total non-current liabilities 65,030 56,226
Total liabilities 901,928 646,513
Net assets 6,820,824 8,501,322
Equity
Contributed equity 13 22,355,868 20,294,953
Reserves 15 829,117 723,199
Accumulated losses (16,364,161) (12,516,830)
Total equity 6,820,824 8,501,322

The Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes
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Consolidated Statement of Cash Flows

For the year ended 30 June 2017

Cash flows from operating activities
Payment to suppliers and employees
Consultancy fees and rental income received
Management fee

Interest received

Net cash flows used in operating activities

Cash flows from investing activities

Purchase of plant and equipment

Expenditure on mining interests (exploration)

Purchase of equity investments

Sale of equity investments

Tenement security deposits & bank guarantees (paid)/recovered
Net cash flows used in investing activities

Cash flows from financing activities
Proceeds from issue of shares and options
Payment of share issue costs

Net cash flows from financing activities

Net increase/(decrease) in cash and cash equivalents
Net foreign exchange differences

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Note

22

22

2017 2016
$ $
(2,418,189) (2,193,848)
178,811 195,100
180,658 -
17,314 14,154
(2,041,406) (1,984,594)
(7,112) (70,255)
(1,540,961) (1,871,943)
- (5,000)

- 851,355

(1,376) (2,741)
(1,549,449) (1,098,584)
2,414,159 4,171,355
(147,775) (332,470)
2,266,384 3,838,885
(1,324,471) 755,707
(7,432) (17,347)
2,452,774 1,714,414
1,120,871 2,452,774

The Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes
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Consolidated Statement of Changes in Equity
For the year ended 30 June 2017

Consolidated

Contributed Accumulated

equity losses Reserves Total equity

$ $ $ $
At 1 July 2015 16,413,561 (11,683,107) 1,056,991 5,787,445
(Loss) for the period - (1,360,558) - (1,360,558)
Other comprehensive income/(loss) - - 69,788 69,788
;’g:iljé:omprehensive (loss) for the ) (1,360,558) 69,788 (1,290,770)

Transactions with owners in their
capacity as owners:
Issue of share capital (net of share issue

costs) 3,818,073 - - 3,818,073
Option issue consideration 63,319 - - 63,319
Tran_sfer explrgd options to 15 _ 526,835 (526,835) i
Retained Earnings

Share-based payments 15 - - 123,255 123,255
At 30 June 2016 20,294,953 (12,516,830) 723,199 8,501,322
At 1 July 2016 20,294,953 (12,516,830) 723,199 8,501,322
(Loss) for the period - (3,914,121) - (3,914,121)
Other comprehensive income/(loss) - - 44,390 44,390
;’g:ﬁ;;omprehenswe (loss) for the ) (3,914,121) 44,390 (3,869,731)
Transactions with owners in their

capacity as owners:

Issue of share capital (net of share issue 2.344.780 ) _ 2.344.780
costs)

Options issued during the year 37,500 - - 37,500
Transfer expired options to 13 (66,790) 66,790 ) )
Retained Earnings

Deferred tax written off (254,575) - 61,528 (193,047)
At 30 June 2017 22,355,868 (16,364,161) 829,117 6,820,824

The Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes
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Consolidated Notes to the Financial Statements

For the year ended 30 June 2017

1. Corporate information

The financial report of Variscan Mines Limited (Variscan
or the Company) for the year ended 30 June 2017 was
authorised for issue in accordance with a resolution of
the Directors on 25 September 2017. Variscan is a for-
profit entity for the purposes of preparing the financial
statements.

Variscan Mines Limited (the parent) is a company
limited by shares incorporated and domiciled in
Australia whose shares are publicly traded on the
Australian Securities Exchange under ASX Code VAR.

The consolidated financial statements comprise the
financial statements of Variscan Mines Limited and its
subsidiaries (the Group or Consolidated Entity).

The nature of the operations and principal activities of
the Consolidated Entity are described in the Directors’
Report.

2.  Summary of significant
accounting policies

Basis of preparation

The financial report is a general purpose financial
report, which has been prepared in accordance with the
requirements of the Corporations Act 2001, Australian
Accounting Standards and other authoritative
pronouncements of the Australian Accounting
Standards Board. It has been prepared on a historical
cost basis except for investments in listed shares and
derivative financial instruments, which are measured at
fair value.

Statement of compliance

The financial report complies with Australian Accounting
Standards and International Financial Reporting
Standards (“IFRS”) as issued by the International
Accounting Standards Board (IASB).

Basis of consolidation

The consolidated financial statements comprise the
financial statements of Variscan Mines Limited
(Variscan or the Company) and its subsidiaries
(collectively, the Group) as at 30 June each year.

The financial statements of subsidiaries are prepared
for the same reporting period as the parent company,
using consistent accounting policies.

All intercompany balances and transactions, income
and expenses and profit and losses resulting from intra-
group transactions have bee