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Kerr Mines Inc.

UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015



MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying unaudited interim condensed consolidated financial statements of Kerr Mines Inc., are
the responsibility of the management and Board of Directors of the Company.

The unaudited interim condensed consolidated financial statements have been prepared by management,
on behalf of the Board of Directors, in accordance with the accounting policies disclosed in the notes to the
consolidated financial statements. Where necessary, management has made informed judgments and
estimates in accounting for transactions which were not complete at the statement of financial position date.
In the opinion of management, the consolidated financial statements have been prepared within acceptable
limits of materiality and are in accordance with International Financial Reporting Standards using accounting
policies consistent with International Financial Reporting Standards appropriate in the circumstances.

Management has established systems of internal control over the financial reporting process, which are
designed to provide reasonable assurance that relevant and reliable financial information is produced.

The Board of Directors is responsible for reviewing and approving the consolidated financial statements
together with other financial information of the Company and for ensuring that management fulfills its financial
reporting responsibilities. An Audit Committee assists the Board of Directors in fulfilling this responsibility.
The Audit Committee meets with management to review the financial reporting process and the unaudited
interim condensed consolidated financial statements together with other financial information of the
Company. The Audit Committee reports its findings to the Board of Directors for its consideration in approving
the unaudited interim condensed consolidated financial statements together with other financial information
of the Company for issuance to the shareholders.

Management recognizes its responsibility for conducting the Company’s affairs in compliance with
established financial standards, and applicable laws and regulations, and for maintaining proper standards
of conduct for its activities.

“Chris Hopkins” (signed) “Chris Irwin” (signed)
Chris Hopkins, Interim CEO and CFO Chris Irwin, Corporate Secretary

NOTICE TO READER

The accompanying unaudited interim condensed consolidated financial statements of the Company have
been prepared by and are the responsibility of management. The unaudited interim condensed consolidated
financial statements for the three months ended September 30, 2016 and 2015 have not been reviewed by
the Company's auditors.



KERR MINES INC.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION
AS AT SEPTEMBER 30, 2016 AND JUNE 30, 2016

(UNAUDITED)
September 30, June 30,
2016 2016
ASSETS
Current
Cash and cash equivalents 950,000 412,662
Accounts receivable and sundry assets (Note 6) 773,773 747,467
Marketable securities (Note 7) 3,602,711 3,502,711
Inventories 194,100 191,141
Prepaid expenses 252,913 312,381
Current assets 5,773,497 5,166,362
Non-current
Restricted investments (Note 5) 1,575,828 1,558,656
Long term receivable (Note 8) 257,298 248,392
Property, plant and equipment (Note 9 and 10) 11,023,289 11,023,993
Mineral property (Note 8 and 10) 7,270,465 7,270,465
Non-current assets 20,126,880 20,101,506
TOTAL ASSETS 25,900,377 25,267,868
LIABILITIES
Current
Accounts payable and accrued liabilities (Note 11, 23) 4,787,690 10,733,251
Convertible promissory notes (Note 12) - 5,631,850
Loan payable (Note 13) - 5,109,763
Loans and borrowings (Note 14) 221,371 221,371
Current liabilities 5,009,061 21,696,235
Non-current
Long term promissory note payable (Note 15) 2,053,425 -
Long term convertible promissory notes payable (Note 16) 3,915,944 -
Derivative in convertible promissory note payable (Note 16) 89,580 -
Long term loan payable (Note 17) 3,609,763 -
Net Smelter return payable (Note 25) 980,375 953,916
Other long term payables 468,865 -
Provisions (Note 18) 2,647,730 2,703,334
Non-current liabilities 13,765,682 3,657,250
DEFICIENCY
Capital stock (Note 19) 128,382,884 123,100,636
Contributed surplus 7,076,421 7,018,421
Warrant reserve (Note 21) 3,455,367 3,513,367
Currency translation reserve 1,571,718 1,675,571
Deficit (133,360,756) (135,393,612)
Total deficiency 7,125,634 (85,617)
TOTAL LIABILITIES AND DEFICIENCY 25,900,377 25,267,868
Nature of operations and going concern uncertainty (Note 1)
Commitments and contingencies (Note 8 and 25)
ON BEHALF OF THE BOARD:
"Fahad Al Tamimi" "Greg Smith"
DIRECTOR DIRECTOR

The accompanying notes are an integral part to these unaudited interim consolidated financial statements.
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KERR MINES INC.

Condensed Consolidated Interim Statements of Income (Loss) and Comprehensive Income
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)
2016 2015
OPERATING EXPENSES
Professional fees (Note 23) $ 154,866 $ 92,547
Consulting fees (Note 23) 96,183 8,332
Depreciation (Note 9) 43,777 50,844
General and administrative 139,773 216,956
Promotion and travel 17,668 3,055
Shareholder relations 72,252 19,129
Exploration, evaluation and care and maintenance expenditures (Note 8) 239,015 894,602
(763,534) (1,285,465)
Gain (loss) on disposal of other assets - 384,269
Unrealized gain on marketable securities (Note 7) 100,000 -
Finance charges (Note 29) (998,890) (265,189)
Net gain on settlement of debts (Note 24) 3,675,749 -
Gain on revaluation of derivative liability (Note 16) (5,476) (9,933)
Accretion of long term receivable (Note 8) 8,906 -
Interest and other income 852 -
Loss on foreign exchange 15,249 (406,548)
NET INCOME (LOSS) 2,032,856 (1,582,866)
Other Comprehensive Income - items that may subsequently
reclassify into income
Foreign exchange differences (103,852) 3,120,629
COMPREHENSIVE INCOME 1,929,004 1,537,763
Weighted average number of common shares outstanding (Note 19) 138,816,941 128,485,236
Diluted weighted average shares outstanding (Note 19) 138,816,941 128,485,236
BASIC AND DILUTED INCOME (LOSS) PER COMMON SHARE $ 001 $ (0.01)

The accompanying notes are an integral part to these unaudited interim consolidated financial statements.
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KERR MINES INC.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)

2016 2015
OPERATING ACTIVITIES
NET INCOME (LOSS) FOR THE PERIOD 2,032,856 $ (1,582,866)
ADD (DEDUCT) ITEMS NOT REQUIRING CASH
Depreciation (Note 9) 43,777 50,844
Accretion expense (29,145) -
Unrealized gain on marketable securities (Note 7) (100,000) -
Net gain on settlement of debt (Note 24) (3,675,749) -
Gain on revaluation of derivative liability 5,476 9,933
Accretion on long term receivable (8,906) -
Foreign exchange (146,926) 414,610
CHANGES IN NON-CASH WORKING CAPITAL ITEMS
Accounts receivable and sundry assets (26,306) (59,786)
Prepaid expenses and other 59,468 125,597
Inventories (2,959) -
Accounts payable and accrued liabilities 402,924 1,237,961
CASH FROM OPERATING ACTIVITIES (1,445,490) 196,293
INVESTING ACTIVITIES
Increase in restricted investments (17,172) -
CASH FROM INVESTING ACTIVITIES (17,172) -
FINANCING ACTIVITIES
Long term loans advanced 2,000,000 -
Loans repaid - (454,654)
CASH FROM FINANCING ACTIVITIES 2,000,000 (454,654)
CHANGE IN CASH AND CASH EQUIVALENTS DURING THE YEAR 537,338 (258,361)
CASH AND CASH EQUIVALENTS, beginning of period 412,662 476,136
CASH AND CASH EQUIVALENTS, end of period $ 950,000 $ 217,775

Supplementary cash flow information (Note 27)

The accompanying notes are an integral part to these unaudited interim consolidated financial statements.
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KERR MINES INC.

CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY (DEFICIENCY)
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)

Capital Stock Contributed Options Warrants Current_:y Deficit TOTAL
Surplus Translation

Balance, June 30, 2016 $ 123,100,686 $ 7,018,421 $ 3,513,367 $ 1,675,570 $ (135,393,612) $ (85,568)
Net income for the year - - - - 2,032,856 2,032,856
Other comprehensive income (103,852) (103,852)
Comprehensive income 1,929,004
Shares issued for debt settlements 3,932,198 - - - 3,932,198
Conversion of promissory note (Note 12) 1,350,000 - - - - 1,350,000
Warrants expired - 58,000 (58,000) - - -

Balance, September 30, 2016 $ 128,382,884 $ 7,076,421 $ $ 3,455,367 $ 1,571,718 $ (133,360,756) $ 7,125,634
Balance, June 30, 2015 $ 123,081,747 $ 6,865,101 $ 3,667,000 $ 1,021,740 $ (137,268,494) $ (2,632,906)
Net loss for the year - - - - (1,582,866) (1,582,866)
Other comprehensive income - - - 3,120,629 - 3,120,629
Comprehensive loss 1,537,763
Balance, September 30, 2015 $ 123,081,747 $ 6,865,101 $ 3,667,000 $ 4,142,369 $ (138,851,360) $ (1,095,143)
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The accompanying notes are an integral part to these unaudited interim consolidated financial statements.



KERR MINES INC.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)

1. NATURE OF OPERATONS AND GOING CONCERN

Kerr Mines Inc. (“Kerr” or the “Company”) is incorporated under the laws of the Province of Ontario, and was formed
by articles of amalgamation on December 1, 1998. The principal business activities are directed towards exploring
and developing the Copperstone gold property in La Paz County, Arizona, United States. To date, the Company has
not earned significant revenue as all properties are pre-production.

The Company is listed on the Toronto Stock Exchange, trading under the symbol KER. The Company's corporate
office and principal place of business is located at 400-365 Bay Street, Toronto, Ontario, M5H 2V1, Canada.

As at September 30, 2016, the Company had working capital of $764,436 (June 30, 2016 — a deficit of $16,529,873),
had not yet achieved profitable operations, has a deficit of $133,360,756 (June 30, 2016 - $135,393,612), and expects
to incur future losses in the development of its business and requires additional financing to continue to be able to
operate, retain rights to its properties and carry out exploration and development of its properties, all of which casts
significant doubt about the Company’s ability to continue as a going concern. These consolidated financial
statements have been prepared on a going-concern basis and do not reflect the adjustments to the carrying
values of assets and liabilities and the reported expenses and consolidated statement of financial position
classifications that would be necessary if the Company were unable to realize its assets and settle its liabilities
as a going concern in the normal course of operations. Such adjustments could be material. While the
Company expects to be able to obtain sufficient financing to continue as a going concern, it is not possible to
predict whether financing efforts will be successful.

The Company is in the process of exploring its properties and has not yet determined whether these properties
contain economically recoverable reserves. The continued operations of the Company and the amounts
recoverable on these properties are dependent upon the discovery of economically recoverable reserves, the ability
of the Company to obtain the financing to complete the necessary exploration and development of such property and
upon attaining future profitable production or proceeds from disposition of the properties.

Although the Company has taken steps to verify title to the properties on which it is conducting exploration and in
which it has an interest, in accordance with industry standards for the current stage of exploration of such properties,
these procedures do not guarantee the Company's title. Property title may be subject to unregistered prior
agreements, unregistered claims, aboriginal claims and non-compliance with regulatory and environmental
requirements. The Company's ability to retain the rights to certain of its properties is dependent upon the Company
continuing to make option payments and meet other commitments.



KERR MINES INC.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)

2, BASIS OF PRESENTATION

(a) Statement of Compliance with International Financial Reporting Standards

These unaudited interim condensed consolidated financial statements for the three month period ended September
30, 2016 have been prepared in accordance with IAS 34 Interim Financial Reporting using accounting policies
consistent with the International Financial Reporting Standards issued by the International Accounting Standards
Board and Interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”).

These unaudited interim condensed consolidated financial statements do not contain all the disclosures required for
annual financial statements and thus should be read in conjunction with the Company’s annual audited consolidated
financial statements for the year ended June 30, 2016. The Company follows all the accounting policies disclosed
in the year-end financial statements.

The unaudited interim condensed consolidated financial statements were authorized for issue by the Board of
Directors on November 14, 2016.

(b) Basis of Presentation

These consolidated financial statements have been prepared on a historical cost basis except for certain financial
instruments, which are measured at fair values as explained in the accounting policies set out below.

The consolidated financial statements are presented in Canadian dollars.

The preparation of financial statements in compliance with IFRS requires management to make certain critical
accounting estimates. It also requires management to exercise judgment in applying the Company’s accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are disclosed in Note 3.

(c) New standards and interpretations adopted

The Company has adopted the following new standard that became effective January 1, 2015, and there was no
material impact on the Company’s consolidated financial statements.

IAS 24 Related Party Disclosures (“IAS 24”) - IAS 24 was amended to clarify that an entity providing key management
services to the reporting entity or the parent of the reporting entity is a related party of the reporting entity. The
amendments also require an entity to disclose amounts incurred for key management personnel services provided
by a separate management entity.

(d) Standards issued but not yet effective

IFRS 9 Financial Instruments. - IFRS 9 covers the classification and measurement, impairment and hedge
accounting of financial assets and  financial liabilities and the effective date is for annual periods on or after
January 1, 2018, with earlier application permitted. Amendments to IFRS 9 also provide relief from the requirement
to restate comparative financial statements for the effect of applying IFRS 9. Instead, additional transition
disclosures will be required to help investors understand the effect that the initial application of IFRS 9 has on the
classification and measurement of financial instruments. The Company is still assessing the impact of adopting
IFRS 9.

IFRS 15 Revenue from Contracts with Customers. In May 2014, the IASB issued IFRS 15, Revenue from Contracts
with Customers. IFRS 15 specifies how and when to recognize revenue as well as requires entities to provide users
of financial statements with more informative, relevant disclosures. The standard supersedes IAS 18, Revenue, IAS
11, Construction Contracts, and a number of revenue-related interpretations. Application of the standard is
mandatory for all IFRS reporters and it applies to nearly all contracts with customers: the main exceptions are leases,
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KERR MINES INC.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)

2, BASIS OF PRESENTATION (continued)

financial instruments and insurance contracts. IFRS 15 must be applied in an entity’s first annual IFRS financial
statements for periods beginning on or after January 1, 2018. Application of the standard is mandatory and early
adoption is permitted. The Company has not yet determined the impact of the amendments on the Company’s
financial statements

IFRS 16 — Leases — The standard was issued by the IASB on January 13, 2016, and will replace IAS 17, “Leases”.
IFRS 16 will bring most leases on-balance sheet for lessees under a single model, eliminating the distinction between
operating and financing leases. Lessor accounting however remains largely unchanged and the distinction between
operating and finance leases is retained. The new standard is effective for annual periods beginning on or after
January 1, 2019 with early adoption permitted if IFRS 15 has also been applied. The Company is assessing the
impact of this standard.

Amendments to IFRS 11 Joint Arrangements - The amendments to IFRS 11 require that a joint operator accounting
for the acquisition of an interest in a joint operation, in which the activity of the joint operation constitutes a business
must apply the relevant IFRS 3 principles for business combinations accounting. The amendments also clarify that
a previously held interest in a joint operation is not remeasured on the acquisition of an additional interest in the
same joint operation while joint control is retained. In addition, a scope exclusion has been added to IFRS 11 to
specify that the amendments do not apply when the parties sharing joint control, including the reporting entity, are
under common control of the same ultimate controlling party. The amendments apply to both the acquisition of the
initial interest in a joint operation and the acquisition of any additional interests in the same joint operation and are
prospectively effective for annual periods beginning on or after January 1, 2016, with early adoption permitted. The
Company is in the process of assessing the impact of these amendments on its consolidated financial statements.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The Company makes estimates about the future that affect the reported amounts of assets and liabilities. Estimates
and judgments are continually evaluated based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances. In the future, actual experience may
differ from these estimates.

Judgments:

Information about critical judgments in applying accounting policies that have the most significant risk of causing
material adjustment to the carrying amounts of assets and liabilities recognized in the consolidated financial
statements within the next year are discussed below:

(a) Exploration and evaluation stage

In management's judgment the Company’s Canadian operations are in the exploration and evaluation stage.
(b) Mineral properties

Operating levels intended by management for the Copperstone mine:

Prior to a mine being capable of operating at levels intended by management, costs incurred are either expensed or
capitalized based on the type of costs incurred. Costs related to developing the property are generally capitalized,
while care and maintenance costs and costs related to exploration and evaluating new ore bodies are expensed.
Management considers the Copperstone mine is capable of operating at levels intended by management once it
reached consistent production of no less than 60% of planned volume for a period of 30 consecutive days. As of
September 30, 2016 and June 30, 2016, the Copperstone mine had not met this target.



KERR MINES INC.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTH PERIODS ENDED SEPTEMBER 30, 2016 AND 2015

(UNAUDITED)
3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (continued)
(c) Functional currency

The functional currency for the Company’s subsidiaries is the currency of the primary economic environment in which
the entity operates. Determination of functional currency may involve certain judgments to determine the primary
economic environment and the Corporation reconsiders the functional currency of its entities if there is a change in
events and conditions which determined the primary economic environment.

(d) Impairment of property, plant and equipment (Note 10)

Assets or cash generating units are evaluated at each reporting date to determine whether there are any indications
of impairment. If any such indication exists, a formal estimate of recoverable amount is performed and an
impairment loss recognized to the extent that carrying amount exceeds recoverable amount. The recoverable
amount of an asset or cash-generating group of assets is measured at the higher of fair value less costs to sell and
value in use.

Fair value is determined as the amount that would be obtained from the sale of the asset in an arm’s-length
transaction between knowledgeable and willing parties, and is generally determined as the present value of the
estimated future cash flows expected to arise from the continued use of the asset, including any expansion prospects,
and its eventual disposal.

Present values are determined using a risk-adjusted pre-tax discount rate appropriate for the risks inherent to the
asset. Future cash flow estimates are based on expected production and sales volumes, commodity prices
(considering current and historical prices, price trends and related factors), reserves, operating costs, restoration and
rehabilitation costs and future capital expenditure. The Company’s management is required to make these
estimates and assumptions which are subject to risk and uncertainty; hence, there is a possibility that changes in
circumstances will alter these projections, which may impact the recoverable amount of the assets. In such
circumstances, some or all of the carrying value of the asset may be impaired and the impairment would be charged
against profit or loss.

Estimates:

The following are some of the more significant estimates made in the preparation of these consolidated financial
statements:

(a) Provisions

Provisions are recognized for liabilities of uncertain timing or amount that have arisen as a result of past transactions,
including legal or constructive obligations. The provision is measured at the best estimate of the expenditure required
to settle the obligation at the reporting date.

The Company’s mining activities are subject to various laws and regulations governing the protection of the
environment. The Company recognizes management’s best estimate for asset retirement obligations in the period in
which they occur. Actual costs incurred in future periods could differ materially from the estimates. The ultimate cost
of environmental remediation can vary in response to many factors including future changes to environmental laws
and regulations, the emergence of new restoration techniques, changes in the life of mine estimates and in discount
rates, which could affect the carrying amount of this provision. Refer to Note 14 for more details.

(b) Estimated reserves, resources and exploration potential

Reserves are estimates of the amount of product that can be extracted from the Company’s mineral properties,
considering both economic and legal factors. Calculating reserves, resources and exploration potential estimates
requires decisions on assumptions about geological, technical and economic factors, including quantities, grades,
production techniques, recovery rates, production costs, transport costs, commodity demand, prices and exchange
rates.



