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March 14, 2014

Independent Auditor’s Report
To the Shareholders of Pilot Gold Inc.

We have audited the accompanying consolidated financial statements of Pilot Gold Inc. (the “Company™)
which comprise the consolidated statements of financial position as at December 31, 2013 and December
31, 2012 and the consolidated statements of loss and comprehensive loss, changes in equity and cash flows
for the years then ended, and the related notes, which comprise a summary of significant accounting
policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Place, 250 Howe Street, Suite 700 Vancouver, British Columbia, Canada V6C 3S7
T: 604 806 7000, F : 604 806 7806, www.pwc.com/ca

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2013 and December 31, 2012 and its financial performance
and its cash flows for the years then ended in accordance with International Financial Reporting
Standards.

signed “PricewaterhouseCoopers LLP”

Chartered Accountants



PILOT GOLD INC.
Consolidated statements of financial position
(Expressed in United States Dollars)

Assets

Current assets

Cash

Short term investments

Receivables (Note 6)

Prepayments

Exploration properties held for sale (Notes 10b and f)

Total current assets

Non-current assets

Other financial assets (Note 7)

Deposits (Note 8)

Plant and equipment (Note 9)

Exploration properties and deferred exploration exparett(Note 10)
Earn-in option (Note 11)

Investment in associates (Note 12)

Total non-current assets

Total asset:

Liabilities and Shareholders' Equity

Current liabilities

Accounts payable and accrued liabilities (Note 13)
Decommissioning liability
Total current liabilities

Non-current liabilities

Other liabilities
Total non-current liabilities

Shareholders' equity

Share capital (Note 15)

Warrants issued (Note 15)

Contributed surplus (Note 15)
Accumulated other comprehensive loss
Accumulated deficit

Total shareholders' equity
Non controlling interest (Note 16)

Total liabilities and shareholders' equity

The notes on pages 5 to 32 are an integral part of these damsdlfinancial statements.

As at December 31,

As at December 31,

2013 201z
$ $
9,306,384 30,224,184
9,199,306 7,156,180
870,946 1,035,422
160,006 193,561
142,583 3,073,770
20,179,225 41,683,117
760,142 1,190,202
1,362,460 490,785
554,105 622,930
14,883,769 9,236,011
18,676,395 7,239,057
14,958,216 11,926,778
51,195,087 30,705,763
71,374,31 72,388 8¢
1,678,714 1,258,365
30,000 30,000
1,708,714 1,288,365
68,126 42,592
68,126 42,592
133,117,092 126,912,393
5,103,994 5,103,994
11,215,208 8,787,402
(4,096,784) (723,065)
(78,165,115) (69,022,801)
67,174,395 71,057,923
2,423,077 -
71,374,312 72,388,880

These financial statements are approved by the board dmatiaatl for issue on March 14, 2014:

"Donald Mclnne$, Director

"Sean Tetzlaff Director



PILOT GOLD INC.
Consolidated statements of loss and comprehensivess
(Expressed in United States Dollars)

Operating expenses
Stock based compensation (Note 15)
Wages and benefits
Office and general
Write down of deferred exploration expenditurest@dalOd & e)
Professional fees
Investor relations, promotion and advertising
Property investigation
Depreciation
Listing and filing fees
Loss on disposal of plant and equipment (Note 9)

Loss from operations

Other income (expenses)

Change in fair value and write-down of financialtiosents (Note 7)
Loss from associates (Note 12)

Write up of VAT receivable (Note 6)

Other net income

Net gain on sale of financial instruments (Note 7)

Foreign exchange gains

Finance income

Loss before tax

Income tax recovery

Loss for the period and attributable to the sharehalers

Other comprehensive loss
Items that may be reclassified subsequently tinceme
Exchange differences on translations
Net fair value loss on financial assets (Note 7)
Amounts reclassifed into net loss on impairmergade of financial assets

Other comprehensive income (loss) for the peried ohtax

Total loss and comprehensive loss for the period
and attributatble to the shareholders

Loss per share

Basic and diluted loss per share

Weighted average number of Common Shares
Basic and diluted

The notes on pages 5 to 32 are an integral péinese consolidated financial statements.

Year ended December 31,

2013 2012
3
2,275,432 1,717,822
1,726,042 2,133,042
1,284,944 1,340,268
1,373,760 1,523,762
648,230 370,702
416,477 453,896
179,640 557,904
191,689 215,000
53,771 77,456
1,478 29,027
8,151,463 8,418,879
(1,581,384) (155,843)
(148,147) (95,818)
- 310,874
37,942 32,497
102,546 -
238,214 67,712
359,978 187,719
(990,851) 347,141
9,142,314 8,071,738
- 52536
9,142,3: 8,019,2(
(3,485,705) 693,221
(19,634) (794,476)
131,620 727,419
(3,373,719) 626,164
12,516,033 7,393,038
0.10 0.12
87,365,874 64,630,088



PILOT GOLD INC.
Consolidated statements of changes in equity
(Expressed in United States Dollars)

Number of Common

Accumulated other

Contributed comprehensive Accumulated  Total shareholder
Shares Share capital Warrants surplus income (loss) deficit equity Non-controlling interest Total equity
# $ $ $ $ $ $ $ $

Balance as at January 1, 2012 59,085,286 92,123,392 - 6,599,039 (1,349,229) (61,883,5 36,369,603 - 36,369,60:
Issuances resulting from financing 22,725,047 33,040,287 4,557,281 - - - 37,597,568 - 37,597,5¢
Issuances as consideration for mineral property rights 3,400,000 3,719,758 546,713 - - - 4,266,471 - 4,266,4%
Share issue costs - (1,971494 - - - - (1,971,044) - (119044)
Stock based compensation - - - 2,188,363 - - 2,188,363 - 2,188,3¢
Unrealized loss on long-term investments - - - - (795,542) - (795,542) - (795,542)
Recognised loss on long-term investments on impairment - - - - 727,419 - 727,419 - 727,4:
Exchange on unrealized loss on long-term investments - - - - 1,066 - 1,066 - 1,0¢
Cumulative translation adjustment - - - - 693,221 - 693,221 - 693,2:
Net loss for the period - - - - - ,@89,202) (8,019,202) - (8,019,202)
Balance as at December 31, 2012 85,210,333 126,912,393 5,103,994 8,787,402 (723,065) (69,022,801) 71,057,923 - 71,057,92:
Issuances to Teck pursuant to the Earn-in Option (Nbte 1 3,275,000 4,667,971 - - - - 4,667,971 - 4,667,91
Issuance as partial consideration for the Karaay! profiédte 12) 1,250,000 1,329,659 - - - - 1,329,659 - 1,329,6¢
Issuances relating to mineral property interests (Notas100c) 205,000 211,861 - - - - 211,861 - 211,8¢
Share issue costs - ,1982) - - - - (4,792) - (4,792)
Partial disposal of subsidiary to Non-Controlling ingrgNotes 10a & 16) - - - - - - 2,428{0 2,423,07
Stock based compensation (Note 15) - - - 2,427,806 - - 2,427,806 - 2,427,8(
Net impairment of long-term investments recognisedhénstatement of loss (Note 7) - - - - 131,620 - 131,620 - 131,62
Unrealized loss on long-term investments (Note 7) - - - - (19,634) - (19,634) - (19,634)
Cumulative translation adjustment - - - - (3,485,705) - (3,485,705) - (8%4705)
Net loss for the period - - - - - (9,142,314) (9,142,314) - (921314)
Balance as at December 31, 2013 89,940,333 133,117,092 5,103,994 11,215,208 (4,0625,7 (78,165,115) 67,174,395 2,423,077 69,597,47:

The notes on pages 5 to 32 are an integral part sé thensolidated financial statements.



PILOT GOLD INC.
Consolidated statements of cash flows
(Expressed in United States Dollars)

Cash flows from operating activities

Loss for the period

Adjusted for:
Stock based compensation
Depreciation
Write-down of deferred exploration expenditures fNdOb & g)
Loss on disposal of property and equipment
Gains and losses relating to financial instruments
Write down (up) of VAT recoverable (Note 6)
Foreign exchange not related to cash
Non-cash other (income) expense
Change in provision
Loss (gain) from associa
Interest income on short term investments
Deferred income taxes

Movements in working capital:

Accounts receivable and prepayments
Accounts payable and other liabilities

Cash deposit to Oxygen Capital Corp. (Note 8)

Net cash outflow due to operating activities

Cash flows from financing activities
Cash received from financing
Share issue costs

Cash (used in) generated by financing activities

Cash flows from investing activitie:
Change in working capital attributable to defereggloration expenditures
Cash received from Orta Truva for Eligible Expendis
Eligible Expenditures on TV Tower
Funding to Associates
Purchase of short term investments
Maturity of short term investments
Acquistion of financial asse
Purchase of property and equipment
Proceeds from sale of equipment
Acquistion of mineral property interests
Expenditures towards option to earn-in
Interest in exploration properties and deferredangtion expenditures
Proceeds from sale of mineral properties
Recoveries on mineral properties
Purchase of reclamation deposits

Net cash outflow due to investing activities

Effect of foreign exchange rates
Net decrease in cash and cash equivalents

Cash at beginning of period

Cash at end of the period

See Note 21 for supplemental cash flow information

Year ended December 31,

2013 2012
$ $
(9,142,314) (8,019,202)
2,311,025 1,951,752
191,689 215,000
1,373,760 1,523,762
1,478 29,027
1,478,838 155,843
- (310,874)
603,543 42,321
(17,950) (16,263)
20,406 21,455
148,14 95,81
(107,602) (58,724)
- (52,536)
674,094 (222,431)
(337,518) 226,834
(182,924) (240,314)
(2,985,328) (4,658,532)
- 37,646,313
(4,792) (1,971,044)
(4,792) 35,675,269
(28,272) (361,947)
13,212,032 -
(9,819,250) (1,554,424)
(5,759,540) (2,391,265)
(9,383,806) (7,035,700)
6,906,677 11,048,334
(751,35
(164,861) (167,571)
- 7,103
- (98,790)
(8,798,423) (2,806,225)
(4,323,066) (4,326,742)
3,000,000
- 26,126
(710,000) -
(15,868,509) (8,412,451)
(1,559,171) 228,401
(20,417,800) 2,832,687
30,224,184 7,391,497
9,806,3¢ 30,224,1¢




PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2013

(Expressed in United States Dollars, unless ottsenwoted)

1. GENERAL INFORMATION

Pilot Gold Inc. (“Pilot Gold”, or the “Company”)siincorporated and domiciled in Canada, and itstegd office is at
Suite 1900 — 1055 West Hastings Street, VancoBréish Columbia, V6E 2E9.

Pilot Gold is an exploration stage business engageithe acquisition and exploration of mineral pedjes located
primarily in the United States and Turkey.

The Company has not yet determined whether itsgstigs contain mineral reserves that are econolyioatoverable.
The continued operations of the Company and theverability of the amounts capitalized for minepabperties is
dependent upon the existence of economically reeble reserves, the ability of the Company to abthe necessary
financing to complete the exploration and developmaf such properties and upon future profitabledpiction or
proceeds from the disposition of the properties.

2. BASIS OF PRESENTATION

These consolidated financial statements, includimmparative figures, have been prepared using atiogupolicies in
compliance with International Financial Reportingulards (“IFRS”) issued by the International Aatting Standards
Board (“IASB”) and interpretations of the Interratal Financial Reporting Interpretations Commit8ERIC”).

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies used in the prafian of these consolidated financial statemergssat out below.

(a) Basis of measurement

The consolidated financial statements have beqmaped under the historical cost convention, exéapfinancial assets
classified as available-for-sale and fair valuetigh profit and loss which are measured at faineal'hese consolidated
financial statements have been prepared usingcttrea basis of accounting, except for cash floferimation.

(b) Basis of consolidation

The financial statements of Pilot Gold consolidéue accounts of Pilot Gold Inc. and its subsid&rierofit or loss and
each component of other comprehensive income (@@l attributed to the equity holders of the pacdrthe Company
and to the non-controlling interests, even if thésults in the non-controlling interests having ediait balance. All

intercompany transactions, balances and unreafjagts and losses from intercompany transactionslarénated on

consolidation.

Subsidiaries are all entities (including structuesdities) over which the Company has control. Teenpany controls an
entity when the Company is exposed to, or hassightvariable returns from its involvement witke tantity and has the
ability to affect those returns through its powegeiothe entity. Subsidiaries are fully consolidaten the date on which
control is transferred to the Company. They aredsclidated from the date that control ceases.

The principal subsidiaries of Pilot Gold and thggiographic locations at December 31, 2013 werelmsf:

Proportion of Non-
ownership Controlling
interest and Interest
voting power

Name of subsidiary Principal activity Location held

Pilot Gold USA Inc. Mineral exploration  United &a 100% -

Kinsley Gold LLC Mineral exploration  United States 79% 21%

Agola Madencilik Limited Sirketi (“Agola”) Mineraéxploration  Turkey 100% -

Pilot Holdings Inc. Holding company Cayman lIslands 100% -

Pilot Investments Inc. Holding company Cayman Islands 100% -



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2013

(Expressed in United States Dollars, unless ottsenwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Transactions with non-controlling interests thatra result in loss of control are accounted foegsity transactions —
that is, as transactions with the owners in thapacity as owners. The difference between fairevaluany consideration
paid and the relevant share acquired of the cayryaue of the net assets of the subsidiary isrdezbin equity. Gains or
losses on disposals to non-controlling interestsatso recorded in equity.

(c) Investments in associates

The Company conducts a portion of its businesaugifteequity interests in associates. An associaga entity over which
Pilot Gold has significant influence, but not cahtiThe financial results of Pilot Gold’s investnigiin its associates are
included in Pilot Gold’s results according to tloiidy method. Under the equity method, the Compaimpestment in an
associate is initially recognized at cost and sqbestly increased or decreased to recognize thep@oys share of
earnings and losses of the associate and for impatrlosses after the initial recognition date. Tloenpany’s share of an
associate’s losses that are in excess of its ime¥dtin the associate are recognized only to thenexhat the Company
has incurred legal or constructive obligations aden payments on behalf of the associate. The Coyigpahare of
earnings and losses of associates is recognize@titncome (loss) during the period. Distributioeseived from an
associate are accounted for as a reduction inaitrgicg amount of the Company’s investment.

Transactions and balances between the Companytsiadsiociates are not eliminated. Unrealized gaingansactions
between Pilot Gold and an associate are elimirtatéide extent of Pilot Gold’s interest in the asatec Unrealized losses
are also eliminated unless the transaction proved@ence of an impairment of the asset transfeiddtion gains and

losses arising from changes in interests in investmin associates are recognized in the statenféogs.

At the end of each reporting period, Pilot Goldeasges whether there is any objective evidenceithahvestment
interests in associates are impaired. If impaitad, carrying value of Pilot Gold's share of the eriging assets of
associates is written down to its estimated reaieramount (being the higher of fair value lesst ¢o sell and value in
use) and charged to the statement of loss. Whém@airment loss reverses in a subsequent petiedgdrrying amount
of the investment in associate is increased taghised estimate of recoverable amount to the éxten the increased
carrying amount does not exceed the carrying amthatwould have been determined had an impairfosstnot been
previously recognized. A reversal of an impairmiesis is recognized in net earnings (loss) in theodethe reversal
occurs.

(d) Foreign currencies

Items included in the financial statements of eawtity in the Company are measured using the cayrehthe primary
economic environment in which the entity operateg (functional currency”). These consolidated fioial statements
are presented in United States dollars.

In preparing the financial statements of the indlinl entities, transactions in currencies othen tih& entity’s functional
currency (foreign currencies) are recorded at sibesrof exchange prevailing at the dates of thes#éetions. At the end of
each reporting period, monetary items denominatefbiieign currencies are retranslated at the natesgailing at that
date, giving rise to foreign exchange gains angdssn the statement of loss.

Pilot Gold Inc. raises its financing and carries loeiad office expenditures in Canadian dollarsingjivise to a Canadian
dollar functional currency. In order to enharmmmparability with our peers and as a better repnedion of the
principal currency used by the mining and minersgdl@ration industry, the presentation currencylofste consolidated
financial statements is United States dollars. Asgets and liabilities of the Company held in fgmecurrencies are
expressed in United States dollars using exchaaigs prevailing at the end of the reporting perlndome and expense
items are translated at the average exchangefoatt®e period, unless exchange rates fluctuatgaifsiantly during that
period, in this case, the exchange rates at thes dditthe transactions are used. Equity transactom translated using the
exchange rate at the date of the transaction. Egshalifferences arising from assets and liabilitietd in foreign
currencies, are recognised in other comprehensogme (loss) as cumulative translation adjustments.



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2013

(Expressed in United States Dollars, unless ottsenwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

When an entity disposes of its entire interest foraign operation, or loses control, joint contrad significant influence
over a foreign operation, the foreign currency gainlosses accumulated in other comprehensiveriacfloss) related to
the foreign operation are recognized in profitassl.

(e) Cash
Cash comprises cash on hand, and deposits in Haatkare readily convertible into a known amountagh.

(f) Exploration properties and deferred exploratiexpenditures

Acquisition and exploration expenditures on prapsrtare deferred until such time as the properies put into
commercial production, sold or become impairedst€mcurred before Pilot Gold has obtained leigdits to explore an
area are recognized in the statement of loss. @eagploration expenditures are charged to operstio the period in
which they are incurred. Pilot Gold recognizesphgment or receipt of amounts required under opigreements as an
addition or reduction, respectively, in the bookuesof the property under option when paid or reeei

Once the technical feasibility and commercial Viapiof the extraction of mineral resources in aeaof interest are
demonstrable, exploration and evaluation asseibwtble to that area of interest are first te§tedmpairment and then
reclassified to mining property and developmenetswithin property, plant and equipment.

Although we have taken steps to verify title to eral properties in which we have an interest, inoatance with
industry standards for the current stage of exgilmmaof such properties, these procedures do neteagiiee our title.
Property title may be subject to unregistered pagneements or transfers and may be affected bgteciedd defects.

The Company has farm-out arrangements with thirtdgsaon certain of its exploration properties. Tmmpany does not
record any expenditure made by the farmee on iswat. It also does not recognise any gain or ¢tws#fs exploration
and evaluation farm-out arrangements but redesgreaty costs previously capitalised in relatiotheowhole interest as
relating to the partial interest retained. Any cashsideration received directly from the farmeerisdited against costs
previously capitalised in relation to the wholeer@st with any excess accounted for by the farra@r gain on disposal

(g) Plant and equipment

Plant and equipment is carried at cost, less aclatetldepreciation and accumulated impairment fg3est consists of
the purchase price, any costs directly attributabldringing the asset to the location and conditiecessary for its

intended use and an initial estimate of the coltismnantling and removing the item and restorimg site on which it is

located. Subsequent costs are included in the'sssetying amount or recognised as a separatd, ass@ppropriate,

only when it is probable that future economic basefssociated with the item will flow to Pilot Glodnd the cost can be
measured reliably. Repairs and maintenance costsharged to the statement of loss during the geniavhich they are

incurred.

The major categories of plant and equipment noteldwh are depreciated over their estimated usefel Using the
following annual rates and methods:

Field equipment 20% Declining balance
Equipment 30% Declining balance
Computer software 50% Straight line
Furniture and fixtures 20% Declining balance
Leasehold improvements Term of lease

Depreciation expense of assets used in explor&icapitalized to deferred exploration expendituesgn-in option, or
investment in associate as appropriate. Managemegigws the estimated useful lives, residual vakmed depreciation
methods of the Company’s plant and equipment atetige of each financial year and when events armitistances
indicate that such a review should be made. Chatggestimated useful lives, residual values or éeption methods
resulting from such review are accounted for progpely.

Expenditures incurred to replace a component dtfeaim of plant and equipment that is accounted épasately, including
major inspection and overhaul expenditures, aréaleged, if the recognition criteria are satisfied



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2013

(Expressed in United States Dollars, unless ottsenwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(h) Assets and liabilities held for sale
A non-current asset or disposal group of assetdiabidities (“disposal group”) is classified asltidor sale when it meets
the following criteria:

(i)  The non-current asset or disposal group is avalédnl immediate sale in its present condition scibfly to
terms that are usual and customary for sales &f assets or disposal groups; and

(i) The sale of the non-current asset or disposal giohjghly probable. For the sale to be highly idole:

a. The appropriate level of management must be comdnitt a plan to sell the asset (or disposal group);

b. An active program to locate a buyer and complegegpthn must have been initiated,;

c. The non-current asset (or disposal group) mustctieedy marketed for sale at a price that is reabbmin
relation to its current fair value;

d. The sale should be expected to qualify for recagmias a completed sale within one year from the d&
classification as held for sale (with certain exmsys); and

e. Actions required to complete the plan should ingidhat it is unlikely that significant changestie plan
will be made or that the plan will be withdrawn.

Non-current assets (and disposal groups) classadukeld for sale are measured at the lower of taerying amount and
fair value less costs to sell.

(i) Impairment of long-lived assets

Plant and equipment, exploration properties anérdedl exploration expenditures are tested for impant whenever
events or changes in circumstances indicate tletc#nrying amount may not be recoverable. An inmpaitt loss is
recognised for the amount by which the asset’sytagramount exceeds its recoverable amount. Thevezable amount
is the higher of an asset’s fair value less castsetl and value in use. Impairment is assesseghagsset-by-asset basis.
Non-financial assets that suffered impairment exéemed for possible reversal of the impairmergaath reporting date.

() Provisions and constructive obligations

Provisions, including environmental restoratiorstrgcturing costs and legal claims are recogniskdnwvthe Company
has a present legal or constructive obligation essalt of past events; it is probable that anlowtfof resources will be
required to settle the obligation; and the amowag heen reliably estimated. Provisions are notgmised for future
operating losses.

Constructive obligations are obligations that deffiiom the Company’s actions where:
(i) An established pattern of past practice, publigi@ities or a sufficiently specific current statemhehe Company
has indicated to other parties that it will acosgtain responsibilities; and
(i) As aresult, Pilot Gold has created a valid exgistaon the part of those other parties that it digcharge those
responsibilities.

Where the time value of money is material, provisiare measured at the present value of the expegslexpected to be
required to settle the obligation using a pre-tae that reflects current market assessments dirtteevalue of money
and the risks specific to the obligation. The ias® in the provision due to passage of time isgmised as interest
expense.



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2013

(Expressed in United States Dollars, unless ottsenwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(K) Income taxes

Income tax comprises current and deferred tax.nectax is recognized in the statement of loss éxoethe extent that it
relates to items recognized directly in equitywihich case the income tax is also recognized dyréactequity. Current
tax is the expected tax payable on the taxableniecfor the year, using tax rates enacted, or snidatdy enacted, at the
end of the reporting period, and any adjustmetéx@ayable in respect of previous years.

In general, deferred tax is recognized in respédemporary differences arising between the taxebasf assets and
liabilities and their carrying amounts in the cdidated financial statements. Deferred income sagtétermined on a non-
discounted basis using tax rates and laws that beere enacted or substantively enacted at the dmkireet date and are
expected to apply when the deferred tax assetbility is settled. Deferred tax assets are recmghto the extent that it
is probable that the assets can be recovered.

Deferred income tax is provided on temporary déferes arising on investments in subsidiaries asocéstes, except, in
the case of subsidiaries, where the timing of thersal of the temporary difference is controllgdRilot Gold and it is
probable that the temporary difference will notexse in the foreseeable future.

Deferred income tax assets and liabilities aregmesl as non-current.

() Earnings or loss per share

Earnings per share is calculated by dividing theaanings (loss) available to common shareholbgrghe weighted
average number of common shares outstanding dth@geporting period. The calculation of dilutedréngs per share
assumes that outstanding options and warrantsxareiged and the proceeds are used to repurchasen@o Shares at
the average market price of the shares for theogeriThe effect is to increase the number of shasesl to calculate
diluted earnings per share and is only recognizieeinvthe effect is dilutive.

(m) Financial instruments

Financial assets and liabilities are recognized wR#éot Gold becomes a party to the contractualigions of the
instrument. Financial assets are derecognized wenights to receive cash flows from the asset® lexpired or have
been transferred and Pilot Gold has transferredtantally all risks and rewards of ownership.

Financial assets and liabilities are offset andrbieamount reported in the statement of finarisition when there is a
legally enforceable right to offset the recognizgdounts and there is an intention to settle ontdass, or realize the
asset and settle the liability simultaneously.

At initial recognition, Pilot Gold classifies iténfincial instruments in the following categoriepeieding on the purpose
for which the instruments were acquired:

(i) Financial assets and liabilities at fair value thgio profit or loss: A financial asset or liability classified in this
category if acquired principally for the purposesefling or repurchasing in the short-term. Derixeg are also
included in this category unless they are desighasehedges. The instruments held by the Compasgitied in
this category are share purchase warrants.

Financial instruments in this category are recogmhiinitially and subsequently at fair value. Trastigan costs
are expensed in the statement of loss. Gains asgdoarising from changes in fair value are preseinmt the
statement of loss within other gains and lossekérperiod in which they arise. Financial assetslebilities at
fair value through profit or loss are classifiedcasrent except for the portion expected to beizedlor paid
beyond twelve months of the balance sheet dateshabiclassified as non-current.

(i) Available-for-sale investments: Available-for-sateestments are non-derivatives that are eitheilgdated in
this category or not classified in any of the othategories. Pilot Gold has classified certainteflong-term
financial assets in this category.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Available-for-sale investments are recognized atiifiat fair value plus transaction costs and afesequently
carried at fair value. Gains or losses arising frdmanges in fair value are recognized in other aeimgnsive
income (loss). Available-for-sale investments dessified as non-current, unless the investmentraatwithin
twelve months, or management expects to dispodeeaf within twelve months.

When an available-for-sale investment is sold opdired, the accumulated gains or losses are mawed f
accumulated other comprehensive income (loss)aatiditement of loss and included in other gaind@sses.

(iv) Loans and receivables: Loans and receivables amededvative financial assets with fixed or deterable
payments that are not quoted in an active markitt Sold’'s loans and receivables are comprised of
‘Receivables’, ‘Deposits’ and ‘Cash’, and are imtgd in current assets due to their short-term eatloans and
receivables are initially recognized at the amoexpected to be received less, when material, aodligcto
reduce the loans and receivables to fair values&myently, loans and receivables are measured atizaead
cost using the effective interest method less &igian for impairment.

(v) Held to maturity: Held to maturity investments aren-derivative financial assets with fixed or detgrable
payments and fixed maturities that Pilot Gold's aggment has the positive intention and ability ¢ddho
maturity. They are measured at amortized costdagsallowance for impairment. Amortization of premmis or
discounts and losses due to impairment are incliml@dirrent period loss. Pilot Gold’s short ternvéstments
are in this category.

(vi) Financial liabilities at amortized cost: Finandiabilities at amortized cost include account pdgaland accrued
liabilities. Accounts payables and accrued liaigditare initially recognized at the amount requitede paid
less, when material, a discount to reduce the pagatn fair value. Subsequently, accounts payahles
measured at amortized cost using the effectiveaatenethod.

Financial liabilities are classified as currenblldies if payment is due within twelve months.hetwise, they
are presented as non-current liabilities.

(n) Impairment of financial assets
At each reporting date, management of Pilot Gokksses whether there is objective evidence thiataadial asset is
impaired. If such evidence exists, Pilot Gold ratags an impairment loss, as follows:

(i) Financial assets carried at amortized cost: The ilwshe difference between the amortized coshefldan or
receivable and the present value of the estimatedd cash flows, discounted using the instrumemnitiginal
effective interest rate. The carrying amount of #isset is reduced by this amount either directlyndirectly
through the use of an allowance account.

(i) Available-for-sale financial assets: A significart prolonged decline in the fair value of the séguvelow its
cost is evidence that the assets are impairediripairment loss is the difference between the nabtost of
the asset and its fair value at the measuremeet ts any impairment losses previously recognirneithe
statement of income. This amount represents theuladive loss in accumulated other comprehensiverire
that is reclassified to net income.

(o) Share-based payments

An individual is classified as an employee whenititdvidual is an employee for legal or tax purpoggirect employee)
or provides services similar to those performedaldirect employee. The fair value of option grastseasured at the
date of grant using the Black-Scholes option-pgaimodel (“Black-Scholes”) and the compensation amhoequal to the
option's fair value, is recognized over the pettioat the employees earn the options. The vestanpgs of the stock
options granted range from vesting immediately éstwmg over a three-year period. Each tranche degrésed on a
straight-line basis over the vesting period. P@Buld recognizes an expense or addition to explumagiroperties and
deferred exploration expenditures for options grdninder the employee stock option plan, arisingrfstock options
granted to employees using the fair value methdt wicorresponding increase in equity. The amoecgnized as an
expense or added to exploration properties andrrdefeexploration expenditures, is adjusted to céftae number of
options expected to vest.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Changes in accounting policies
The Company has adopted the following new and eelvitandards, along with any consequential amendimeffiective
January 1, 2013. These changes were made in aocerddth the applicable transitional provisions.

Consolidated Financial Statements

IFRS 10, Consolidated Financial Statements (“IFR3,Ireplaces the guidance on control and constitidan IAS 27,

Consolidated and Separate Financial Statement$S(2A"), and SIC-12, Consolidation — Special Purpestties. IFRS
10 requires consolidation of an investee only & thvestor possesses power over the investee xpaswge to variable
returns from its involvement with the investee dwad the ability to use its power over the investeaffect its returns.
Detailed guidance is provided on applying the defin of control. The accounting requirements fonsolidation have
remained largely consistent with IAS 27. The Conypassessed its consolidation conclusions on Jariya?2@13 and
determined that the adoption of IFRS 10 did notltds any change in the consolidation status of aits subsidiaries
and investees.

Disclosure of Interests in Other Entities

IFRS 12, Disclosure of Interests in Other Entitiests out the requirements for disclosures reldtren entity’'s interests
in subsidiaries, joint arrangements, associatessandtured entities. The Company has providedéle/ant disclosures
relating to its associates in Note 12.

Fair value measurement

IFRS 13, Fair value measurement (“IFRS 13"), presid single framework for measuring fair value. measurement of
the fair value of an asset or liability is basedassumptions that market participants would usenvgrieing the asset or
liability under current market conditions, inclugiassumptions about risk. The Company adopted [ER& January 1,
2013 on a prospective basis. The adoption of IFR8id not require any adjustments to the valuatémhniques used by
the Company to measure fair value and did not r@sany measurement adjustments as at Januafi3B, 2

Amendment, presentation of items of other compsiheimcome

The Company has adopted the amendments to 1A8ngndment, presentation of items of other comprsiverincome,
effective January 1, 2013. These amendments rebthi;eCompany to group other comprehensive incoemasi by those
that will be reclassified subsequently to profitl@ss and those that will not be reclassified. Twempany has no items
within other comprehensive income that will notdubsequently reclassified to profit or loss. Thads@nges did not result
in any adjustments to other comprehensive inconmoprehensive income.

Several other amendments apply for the first time2013. However, they do not impact the consolididteancial
statements of the Company.

Comparative figures

Management fees of $309,999 in the prior periotesiant of loss have been reclassified as a recagainst operating
expenses in order to clarify their nature as aveg consistent with the current period. Theredimpact to the loss for
that period.

4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of financial statements in confoymiith IFRS requires management to make judgemestsmates and
assumptions that affect the reported amounts atsskabilities and expenses. Estimates and judégésnare regularly
evaluated and are based on historical experiendeo#trer factors, including expectations of futurerds that are
believed to be reasonable under the circumstandesertainty about these assumptions and estimatglsl cesult in
outcomes that require a material adjustment toctmeying amount of assets or liabilities affectedfiture periods.
Further information on management’s judgementanases and assumptions and how they impact thewsgccounting
policies are described below and also in the relemates to the financial statements.
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4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (con tinued)

Judgements
In the process of applying the Company’s accoungialicies, management has made the following judges; which
have the most significant effect on the amountsegeised in the consolidated financial statements

i)

i)

ii)

Functional currency

The functional currency for the parent entity, eaxdhits subsidiaries and joint ventures, is therency of the
primary economic environment in which the entityemdes. The parent entity and its holding compargisliaries
in the Cayman Islands (Note 3) have a Canadiaradfiuhctional currency while the remaining subgigis have a
US dollar functional currency. Determination of &innal currency may involve certain judgementsiébermine
the primary economic environment and the parerityergtconsiders the functional currency of its ges if there is a
change in events and conditions which determinegthmary economic environment.

Review of asset carrying values and impairmentsseent

In accordance with the Company’s accounting poleach asset is evaluated every reporting pericgdetermine
whether there are any indications of impairmentanf/ such indication exists, a formal estimate exfoverable
amount is performed and an impairment loss is meieeg to the extent that the carrying amount excetbe
recoverable amount. The recoverable amount of set & measured at the higher of value in use ainddlue less
costs to sell. The most significant assets assdssehpairment include the value of the Companiyigestment
interests in associates, the carrying value oéx{doration property interests and deferred expilmmaexpenditures.
There were no assumptions deemed highly uncertaiterlying management’s estimate of recoverabilityhese
assets.

Exploration and evaluation expenditure

The application of the Company’s accounting pofieyexploration and evaluation expenditure requjuegement
to determine whether future economic benefits iy, from either future exploitation or sale,whether activities
have not reached a stage that permits a reascasd#ssment of the existence of reserves.

Resource exploration is a speculative businessiramaves a high degree of risk. There is no cetyathat the
expenditures made by the Company in the exploratibrits property interests will result in discowesi of
commercial quantities of minerals. Exploration fomeral deposits involves risks which even a comatiam of
professional evaluation and management experieree mot eliminate. Significant expenditures are nexflito
locate and estimate ore reserves, and furtherekielobment of a property. Capital expendituresriogoa property
to a commercial production stage are also sigmficdhere is no assurance the Company has, or haile,
commercially viable ore bodies. There is no asstedhat the Company will be able to arrange sw#fitifinancing
to bring ore bodies into production.

At December 31, 2013, the Company wrote down theevaf deferred exploration expenditures relatimghte New
Boston and Buckskin North exploration propertiestHer to a review and prioritisation of the Comyarportfolio
of mineral property assets. There were no indisabbimpairment on the Company’s other assets.

Investment in associates and Earn-in Option

Recoverability of the carrying amount of Pilot Gsléhterest in associates is dependent on sucdedsfelopment
and commercial exploitation, or alternatively, safa¢he respective assets. Recoverability of theyoey amount of
the Earn-in Option is dependent on upon succegsiudleting the earn-in requirements of the TV Towgreement
(Note 11). Changes in any of the assumptions wuséeétermine impairment testing could materiallyeaffthe result
of this analysis.

Deferred tax assets and liabilities

The determination of the Company’'s tax expensetlier period and deferred tax liabilities involvegrsficant
estimation and judgment by management. In detengitiiese amounts, management interprets tax lggisla a
variety of jurisdictions and makes estimates of éxpected timing of the reversal of deferred tazets and
liabilities. The Company is subject to assessmbytsarious taxation authorities, which may intetpgegislation
differently. These differences may affect the fiaalount or the timing of the payment of taxes.
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4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (con tinued)

The Company provides for such differences, whemwn based on management’s best estimate of thlbple outcome
of these matters.

Estimates and assumptions

The key assumptions concerning the future and ddbgisources of estimation uncertainty at the ripgdate that have
a significant risk of causing a material adjustmerthe carrying amounts of assets and liabiliéhkin the next financial
year, are described below. The Company based #anmgsions and estimates on parameters availablen wine

consolidated financial statements were preparedstiBg circumstances and assumptions about futereldpments,
however, may change due to market change or cifeunoss arising beyond the control of the CompanghShanges
are reflected in the assumptions when they occur.

i) Exploration and evaluation expenditure

In addition to applying judgement to determine ileetfuture economic benefits are likely to arisenfrthe
Company’s exploration and evaluation assets or hdnedctivities have not reached a stage that pemnieasonable
assessment of the existence of reserves, the Conimanto apply a number of estimates and assunsptitime
publication of a resource per National Instrume3#1@1, Standards of Disclosure for Mineral Proj¢ttH 43-101")
technical report, is itself an estimation procdsat finvolves varying degrees of uncertainty depagpdin how the
resources are classified (i.e., measured, indicateihferred). The estimates directly impact whbe Company
defers exploration and evaluation expenditure. Simgh estimates and assumptions may change as famation
becomes available. If, after expenditure is caigital, information becomes available suggestingtti@tecovery of
expenditure is unlikely, the relevant capitalisedoant is written off in the statement of profit lmss and other
comprehensive income in the period when the nearimétion becomes available.

Management believes that the estimates are redsonab

5. RECENT ACCOUNTING PRONOUNCEMENTS

New IFRS pronouncements that have been issuedrbuict yet effective are listed below. We plan pplg the new
standard or interpretation in the annual periodafbich it is first required.

Impairment of Assets

IAS 36, Impairment of assets (“IAS 36”) seeks tesume that an entity's assets are not carried atentioan their
recoverable amount. The IASB has made small chaiogiée disclosures required by IAS 36 when recabieramount is
determined based on fair value less costs of didpdbe IASB has amended IAS 36 as follows:
» to remove the requirement to disclose recoverableuat when a cash generating unit (“CGU”) contgjasdwill or
indefinite lived intangible assets but there hasnb@o impairment;
 to require disclosure of the recoverable amourgroésset or CGU when an impairment loss has beegmised or
reversed; and
» to require detailed disclosure of how the fair ealess costs of disposal has been measured whierpaitment loss
has been recognised or reversed.

The amendments are effective from annual periodgnhang on or after January 1, 2014 and should pglied
retrospectively. Early adoption is permitted althbuihe amendments may not be applied before aty eqgplies IFRS
13. The Company will adopt the additional discleswvhen applicable.

Accounting for levies imposed by governments
IFRIC 21, Accounting for levies imposed by govermtsg€“IFRIC 21”) is an interpretation on the accounting for levies.
IFRIC 21 will affect entities that are subject &wies that are not income taxes within the scodd8f12Income Taxes
IFRIC 21 is effective for annual periods beginniog or after 1, January 2014 and should be appbtwspectively.
Earlier adoption is permitted. Pilot Gold is cutttgrevaluating the impact IFRIC 21 expected to haméts consolidated
financial statements.
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5. RECENT ACCOUNTING PRONOUNCEMENTS (continued)

Financial instruments

As the first part of its project to replace IAS Fnancial Instruments: Recognition and MeasuremntertlASB released
IFRS 9, Financial Instruments (“IFRS 9") coveringssification and measurement of financial ass&&RS 9 requires
that all financial assets be classified as subsghumeasured at amortized cost or at fair valugedeon the company’s
business model for managing financial assets amddhtractual cash flow characteristics of therfgial assets.

Financial liabilities are classified as subsequemttasured at amortized cost except for finanabilities classified as at
fair value through profit or loss, financial guatees and certain other exceptions. As the progaeplace IAS 39
continues to evolve, further changes to IFRS 9¢hanges to other standards related to financiatuments may be
forthcoming. The changes as proposed become effefcti years beginning on or after January 1, 2015.

In November 2013, the IASB issued the hedge acawgisection of IFRS 9, as well as two amendmentheqreviously
issued IFRS 9. The new hedge accounting modelaligh hedge accounting with risk management aatwitindertaken
by an entity. Components of both financial and néinancial items will now be eligible for hedgecacinting as long as
the risk component can be identified and measuree.new hedge accounting model includes eligibdriteria that must
be met but these criteria are based on an econassiEssment of the strength of the hedging reldtipng/hich can be
determined using internal risk management data. M@elosure requirements relating to hedge accognill be
required and are meant to simplify existing disates. The IASB currently has a separate projecimaaro hedging
activities and until that project is completed,itieg are permitted to continue to apply IAS 39 & of their hedge
accounting.

In November 2013, the IASB amended IFRS 9 to remibve mandatory effective date of January 1, 201é tiu
continued work being performed on other phaseshef IFRS 9 project relating to impairment. The IASHI be
announcing a mandatory effective date for IFRS thanfuture when it is closer to completion. Eestare still permitted
to early adopt all or part of IFRS 9. Pilot Gold darrently evaluating the impact IFRS 9 expectechéwe on its
consolidated financial statements.

At this time and where applicable, Pilot Gold does anticipate it will be early adopting the abevandard.

6. RECEIVABLES

December 31, December 31,

2013 2012
Sales taxes receivable $ 29993 $ 944,535
Receivable from Orta Truva for expenditures on Tawer (Note 11) 750,914 -
Other receivables 90,039 90,887

$ 870,946 $ 1,035,422

The majority of Eligible Expenditures (Note 11) dneurred by the Company’s wholly-owned Turkish sidiary in
accordance with a technical services agreemertingleo exploration at TV Tower. The balance duen Orta Truva
Madencilik Sanayi ve Ticaret A. (“Orta Truva”), the Turkish company that holds Twwer, reflects Eligible
Expenditures incurred by the Company at TV Towed ancludes recoverable VAT that is not an Eligible
Expenditure. The Company subsequently funds Ontwal(Notes 11 & 12) such that it can settle the amhalue. The
receivable from Orta Truva was collected subseqtenperiod end. At December 31, 2013, the Comphay a
receivable balance due from Truva Bakir of $36,06@uded in Other Receivables) (December 31, 2613,047).

7. OTHER FINANCIAL ASSETS

From time to time, the Company may make strategiestments in other private or publicly traded teegi These
investments are treated as long-term investmentsraay take the form of common shares and sharenagsecwarrants.
For accounting purposes, Pilot Gold has determited any share purchase warrants held are dergvdinancial

instruments and any change in fair value is inallileincome (loss) for the period. The fair vabfeshare purchase
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7. OTHER FINANCIAL ASSETS (continued)

warrants is measured using Black-Scholes that inpegs that are primarily based on market indicatoAny common

shares (equities) held are designated as avaifabkale and any change in fair value is includedther comprehensive
income (loss), until such time as the common sharessold or otherwise disposed of at which timg gains or losses
will be included in income (loss) for the period.

Inputs to fair value measurements, including tikssification within a hierarchy that prioritizége inputs to fair value
measurement are summarized in the three levelrbrées below:

« Level1- Unadjusted quoted prices in active markets fortidahassets or liabilities;

« Level 2— Inputs other than quoted prices that are observidrléhe asset or liability either directly or
indirectly; and
» Level 3— Inputs that are not based on observable market data

The following table illustrates the classificatioh Pilot Gold’s financial instruments with the faialue hierarchy as at
December 31, 2012 and December 31, 2013:

Financial assets at fair value as at December 31023

Level 1 Level 2 Level 3 Total
Equitied®® $ 760,142 $ - $ - $ 7614
$ 760,142 $ - $ - $ 760,142

Financial assets at fair value as at Decer@begp012

Level 1 Level 2 Level 3 Total
Equities®@ $ 1,114,979 $ - $ - $ 1,11997
Share purchase warrants - 75,223 - 75,223
$ 1,114,979 $ 75,223 $ - $ 1,190,202

a) During the year ended December 31, 2013, the Coynpaeldl, an interest in the Gold Springs exploratooperty
through a share of Gold Springs LLC (“Gold Springs'On January 25, 2013, Pilot Gold notified Highsert Gold
("HDG”), the Company’s partner in Gold Springs, ttitavould not participate in the HDG-proposed 2@q&8gram
and budget for the project. Accordingly and pursuanthe operating agreement, the Company’s intere§old
Springs was diluted from approximately 28% to 17.5% a consequence of dilution and further to demgvof
factors indicating the degree to which Pilot Gatéreised influence on Gold Springs, the Compangegao equity
account for its interest in the entity as an asgecbn January 25, 2013 (Note 12). At the time ibftidn the
Company reclassified its investment as a Leveharfcial instrument at fair value of $939,320, ardss of $6,029
was recognized in the statement of loss within gkanin fair value of financial instruments. Thé fealue was
determined using the cost approach, whereby theeggte of expenditures incurred on the project atedas
recorded in the legal entity financial statemenitsGold Springs, was determined to be the most ssprative
measure of value in this early-stage explorati@perty.

On August 6, 2013, the Company sold its remainimgréest in Gold Springs to HDG in exchange for 8,067
common shares of that company, valued at $467 A0dass in the fair value of Gold Springs for theayeended
December 31, 2013 of $472,318, including all logsethat date relating to Gold Springs, previouslgognised in
other comprehensive income, was recognised intétersent of loss.

On December 20, 2013, South American Silver CAIRASC”) completed a plan of arrangement with HDGlein
which HDG shareholders received 0.275 of a new SA8@mon share for each HDG common share previously
held. The Company consequently recorded a $189gEl® to the income statement on disposal of the HDG
common shares held and receipt of the 1,666,13&sla SASC. The SASC common shares held are fitabas a
Level 1 financial instrument.
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7. OTHER FINANCIAL ASSETS (continued)

The following table presents the change in LevielsBruments for the year ended December 31, 2013:

As at January 1, 2013 $ -
Reclassification from investment in associatesiatalue (Note 10) 939,320
Change in fair value of financial instruments asogmised in the Statement of Loss (391,777)
Fair value of shares in HDG received in considerafor investment in Gold Springs (467,002)
Loss on sale of investment recognised in chandgiiivalue of financial instruments (80,541)
in the Statement of Loss

As at December 31, 2013 $ -

b) At June 30, 2013 the Company determined that tihevdue of its investment of 3,985,100 common skasf Rae-
Wallace Mining Company was $nil and accordinglyograised the write down of $409,063 in the Stateroéhbss.

c) On February 14, 2012, the Company agreed to paatieiin a private placement by Nevada Sunrise Gold
Corporation (“NSGC”), the company that holds thalenlying lease on Kinsley (Note 10a). Through thiegie
placement, the Company agreed to purchase 625fit0ai NSGC at a price of C$1.20 per tnEach unit issued
to Pilot Gold consists of one common share of N§&C‘NSGC Share”) and one half of one NSGC Sharehase
warrant (“NSGC Warrant”). Each whole NSGC Warramiitees the holder to purchase an additional NS®G&rs at
an exercise price of C$2.00 for a period of 24 msrftom the date of issuance. The private placenmeNMSGC
closed on March 23, 2012. On closing, Pilot Goltedained the fair value of each NSGC Share (C$20®g the
Company’s deemed cost. Accordingly, on recognittue Company recorded a fair value adjustment tieguin a
gain of $499,500 in the Statement of Loss.

At December 31, 2012 the fair value of each NSG&r&lwas C$0.11. The Company determined the chiarfgé
value to be significant as compared to deemed cdstis significant decline was concluded to be &jective
indicator of impairment, resulting in the recogumitiin the Statement of Loss of the aggregate flireslosses to date
of $561,000 previously recognised in Other Compnsh& Income.

The total amount in other comprehensive incomdingldo available for sale financial instrument$i9,609.

8. DEPOSITS

On August 1, 2012 Pilot Gold entered into a managénservices agreement (the “Management Agreemaevitt)
Oxygen Capital Corp. (“Oxygen”), a related partyheseby Oxygen provides geological, engineeringpo@te
development, administrative, shareholder commuicicaand management services to the Company at cOstygen
holds an advance deposit of $401,864 (Decembe2@®!2: $240,314) on behalf of the Company, thateomination of
the Management Agreement will be applied agairesfitial three months of services, see also relpdety transactions in
Note 22. The deposit is adjusted biannually tocefthe most recent three months of invoices forices received from
Oxygen.

The Company holds $250,596 in Certificates of Dépmigh a US bank, to back certain standby lettgfrsredit, as well
as a bond for $710,000 with the United States imtddepartment’s Bureau of Land Management (“BLNti)order to
meet bonding requirements with the BLM on its mahgroperties in the USA.

! Effective December 16, 2013, NSGC completed a §bate consolidation decreasing the number of NSBaGes held by the
Company from 6,250,000 to 625,000, with an init@nmensurate impact to the price per NSGC Shard&N&®IC Warrant. The
amounts disclosed in these financial statements haen adjusted to reflect this share consolidation
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9. PLANT AND EQUIPMENT

Computer Furniture and Leasehold

Field equipment Equipment software fixtures improvements Total
Cost: $ $ $ $ $ $
Balance as at January 1, 2012 97,528 675,163 221,399 7,187 527,728 1,798,975
Additions 9,628 98,698 45,271 21,124 - 174,721
Disposals and write-downs (61,588) (67,771) - (10,957) (221,760) (362,076)
Cumulative translation adjustment 885 5,487 2,746 4,439 2,919 16,476
Balance as at December 31, 2012 46,453 711,577 269,416 291,763 308,887 1,628,096
Additions 7,019 85,769 36,918 37,484 - 167,190
Disposals and write-downs - (6,029) - - - (6,029)
Cumulative translation adjustment (223) (15,159) (8.869) (12,793) - (37,044)
Balance as at December 31, 2013 53,249 776,158 297,465 316,454 308,887 1,752,213
Depreciation:
Balance as at January 1, 2012 47,071 369,050 191,461 7,318 330,053 1,084,951
Current period depreciation 10,069 93,045 39,465 30,311 61,507 234,397
Disposals and write-downs (43,795) (54,735) - (5,659) (221,760) (325,949)
Cumulative translation adjustment 562 3,434 2,327 2,525 2,919 11,767
Balance as at December 31, 2012 13,907 410,794 233,253 174,493 172,719 1,005,166
Current period depreciation 7,198 85,466 40,406 29,675 58,322 221,067
Disposals and write-downs - (1,209) - - - (1,209)
Cumulative translation adjustment (109) (10,256) (8,076) (8,475) - (26,916)
Balance as at December 31, 2013 20,996 484,795 265,583 195,693 231,041 1,198,108
Net Book Value:
As at December 31, 2012 32,546 300,783 36,163 117,270 136,168 622,930
As at December 31, 2013 32,253 291,363 31,882 120,761 846 554,105

Equipment consists of automobiles, and automotixgpenent, and computer hardware.

10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES

None of the Company’s properties have any knowryladccommercial ore or any established economimsitpall are

currently in the exploration stage.

Expenditures at Halifga are recorded in the Company’s investment in TBafar, an equity-accounted associate (Note

12). Expenditures on TV Tower are bifurcated & @0 the Earn-in Option (Note 11) and 40% to thenpany’s

investment in Orta Truva (Note 12) in order to ntaiimthe Company’s proportionate interest in Ontava until such
time as the earn-in to an additional 20% has beempteted.
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PILOT GOLD INC.
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Notes to the Consolidated Financial Statements
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10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES (continued)

Recovery from

Recovery from

Total Additions/ Transfer to held Write-down or third party Total Additions/ Transfer to Write-down or third party Total
January 1, 2012 Allocations for sale disposal of asset earn-in December 31, 2012 Allocations held for sale disposal of asset earn-in December 31, 2013
$ $ $ $ $ $ $ $ $ $ $
USA
Kinsley Mountain (Note 10a) 1,133,509 3,676,068 - - - 4,809,577 6,268,701 - - - 11,078,278
New Boston (Note 10e) 1,228,439 52,677 - - - 1,281,116 924 - (1,282,040) - -
Viper 988,422 25,413 - - - 1,013,835 5,773 - - - 1,019,608
Brik 715,986 27,612 - - - 743,598 18,324 - - - 761,922
Griffon (Note 10c) 2,772 413,199 - - - 415,971 300,100 - - - 716,071
Stateline 220,853 31,245 - - - 252,098 26,621 - - - 278,719
Anchor (Note 10g) 183,998 12,585 - - - 196,583 2,991 - - (33,024) 166,550
Easter 135,711 32,722 - - (25,000) 143,433 49,409 - - - 192,842
Gold Bug (Note 19) - 126,130 - - - 126,130 275,184 - - - 401,314
Antelope (Note 19) 71,292 90,501 - (48,774) - 113,019 36,528 - - - 149,547
Drum Mountain (Note 19) - - - - - - 118,918 - - - 118,918
Baxter Springs 271,295 12,737 - (284,032) - - - - - - -
Cold Springs 199,916 5,485 - (205,401) - - - - - - -
Buckskin North (Note 10d) 86,966 4,754 (91,720) - - - - - - - -
Regent (Note 10b) 3,712,065 251,916 (3,963,981) - - - - - - - -
Total USA 8,951,224 4,763,044 (4,055,701) (538,207) (25,000) 9,095,360 7,103,473 - (1,282,040) (33,024) 14,883,769
Turkey
Yunt Dag 3,624 1,126 - (3,624) (1,126) - - - - - -
Arasanli - 140,651 - - - 140,651 1,932 (142,583) - - -
Total Turkey 3,624 141,777 - (3,624) (1,126) 140,651 1,932 (142,583) - - -
Total 8,954,848 4,904,821 (4,055,701) (541,831) (26,126) 9,236,011 7,105,405 (142,583) (1,282,040) (33,024) 14,883,769
Assets held for sale
Regent (Note 10b) - 3,963,981 (981,931) - 2,982,050 - - (2,982,050) - -
Buckskin North (Note 10d) - - 91,720 - - 91,720 - - (91,720) - -
Rae Wallace Option 175,119 - - (175,119) - - - - - - -
Arasanli (Note 10f) - - - - - - - 142,583 - - 142,583
Total held for sale 175,119 - 4,055,701 (1,157,050) - 3,073,770 - 142,583 (3,073,770) - 142,583
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10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EX PENDITURES (continued)

USA Turkey Peru Total Assets Held fo
sale
$ $ $ $ $
January 1, 2012 8,951,224 3,624 175,119 9,129,967 -
Driling 1,640,423 - - 1,640,423 -
Wages, salaries and stock based compensation 887,123 8,474 - 895,597 72,185
Assaying & geochemical 475,267 20,080 - 495,347 6,821
Acquisition and claim staking costs 250,577 99,916 - 350,493 -
Environmental 355,096 - - 355,096 59,159
Property maintenance 291,102 - - 291,102 58,388
Geology and geophysics 236,979 2,827 - 239,806 14,761
Administrative and other 110,471 9,445 - 119,916 19,458
Camp & field costs 73,312 1,035 - 74,347 2,877
Leases, royalty and option payments 66,378 - - 66,378 -
Other 94,646 - - 94,646 23,021
Held for sale (3,799,031) (1,126) - (3,800,157) 3,799,031
Write down or disposal of deferred exploration ewpieures (538,207) (3,624) (175,119) (716,950) (981,931)
December 31, 2012 9,095,360 140,651 - 9,236,011 3,073,770
Contribution from Non-Controlling interest 2,423,077 - - 2,423,077 -
Drilling 2,176,262 - - 2,176,262 -
Wages, salaries and stock based compensation 598,745 - - 598,745 -
Assaying & geochemical 560,436 - - 560,436 -
Leases, royalty and option payments 299,355 - - 299,355 -
Property maintenance 263,444 - - 263,444 -
Acquisition and claim staking costs 237,189 434 - 237,623 -
Geology and geophysics 149,208 1,498 - 150,706 -
Hydrology 130,707 - - 130,707 -
Administrative and other 108,997 - - 108,997 -
Environmental 88,698 - - 88,698 -
Camp & field costs 67,355 - - 67,355 -
Disposal of Regent property - - - - (2,982,050)
Recovery from option holders (33,024) - - (33,024)
Transfer to held for sale - (142,583) - (142,583) 142,583
Write down of deferred exploration expenditures 2§2,040) - - (1,282,040) (91,720)
December 31, 2013 14,883,769 - - 14,883,769 142,583
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10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES (continued)

a)

b)

c)

d)

Kinsley Mountain

During 2012 the Company met its initial exploraticommitment under an option agreement (the “Kinshgption”)

acquired from Animas Resources Ltd. (“Animas”) aained-in to an initial 51% interest in the undedylease that
comprises the majority of the Kinsley Mountain pedy (the lease interest and directly held clairogether,
“Kinsley”).

Upon incurring the initial earn-in expenditure, tBempany and Intor Resources Corporation ("Inta"$ubsidiary of
NSGC, were deemed to have entered into a legal ya&nture, with an undivided 51% beneficial int¢éresKinsley
transferred to Pilot Gold. Pursuant to the terihe Kinsley Option, on February 8, 2013, the Campnotified Intor
that it had met the minimum exploration expenditteguirement of $3,000,000 to acquire an additiddéh interest.

Pursuant to the assignment agreement by which tdmep@ny acquired the Kinsley Option, the Companyddsthe
final installment of 25,000 Common Shares to AnirnasSeptember 20, 2013 (Note 15b).Subsequent &beation by
Intor not to participate in the budgeted explomat@ogram, and pursuant to the Company’s electmtrton fund what
would have been Intor’'s share of the 2013 progrdat 8old’s interest in Kinsley increased to approately 79%.

Formal transfer of the property interests into w mempany, Kinsley Gold LLC was completed on Octob4, 2013,
pursuant to which, a non-controlling interest of4&23,077 was recorded (Note 16) and included iritiadd for the
year.

Kinsley Gold LLC, in accordance with the underlyitepse agreement, will be required to make advaogalty
payments to Nevada Sunrise, LLC (“NSL”) (Note 19).

A net smelter return royalty (“NSR”), also payalble Kinsley Gold LLC to NSL, was reduced from 4%2% at the
election of the Company on May 23, 2013 for consitien of $200,000.

During the period $710,000 was paid to the Burehllamd Management to be held on deposit in ordemget
environmental bonding requirements on Kinsley (Ngjte

Regent

The Company announced on January 10, 2013 thaadt diosed a definitive purchase agreement (the éReg
Agreement”) to sell 100% of the Regent exploratiwaperty to Rawhide Mining LLC (“Rawhide”) for $30,000 in
cash. Pursuant to the Regent Agreement, Pilot @Gaédns a net profits royalty of 15% on productfoom Regent and
is entitled to a sliding scale gold equivalent ®mayment, each of which is payable in certainucitstances after
Rawhide has achieved production at Regent. As aember 31, 2012 the property was deemed held fer aa
written down to equal fair value less an estimdteosts to sell.

Griffon

On August 1, 2013, the Company purchased a 100&testt in the Griffon gold property (the "Griffon iebase
Agreement") from Nevada Clean Magnesium Inc. (fatyn®&lolycor Gold Corp., "NCMI") for a consideratioof

180,000 Common Shares (Note 15). The Griffon Pwehfsgreement replaces an option agreement thapiuaitied

the Company the ability to earn-in to an initiab6®f the Griffon property (the “Griffon Earn-in Agement”) towards
which the Company had paid $39,636 in cash to NCMI.

Buckskin North

Pursuant to the signing of a non-binding term skétt a third party, Buckskin North was deemed heldsale as at
December 31, 2012 and was classified as a curssst.aAs at March 31, 2013 the transaction hadpnogressed
further and the carrying value of $91,720 was dekmnarecoverable. Subsequently, in exchange for aNBR, on
August 23, 2013 the Buckskin North property wasldola private Nevada company.
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10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES (continued)

e)

f)

9)

New Boston

During 2013, further to an assessment of recovieiialnf capitalised costs relating to New Bostohe tCompany
decided to write-down the carrying value of thepgany. On August 23, 2013 the New Boston properdg wold in
exchange for a 2% NSR to a private Nevada company.

Arasanli
Pursuant to the continual review of the Compangsfplio, Arasanli was deemed held for sale as aténber 31,
2013.

Farm-out arrangements

On September 16, 2013 Desert Star Resources LtBR"Pentered into an exploration and developmeméemgent
(“Anchor Agreement”) under which DSR was grantedoation to earn up to a 65% interest in the Anghia@ject in
exchange for initial consideration of 200,000 DSRnmon shares and 300,000 and 500,000 DSR commoessbia
the first and second anniversary of the Anchor &grent respectively.

11. OPTION TO EARN-IN TO TV TOWER (the “Earn-in Option” )

On June 20, 2012 (the “TV Tower Effective Datef)g¢ tCompany and certain of its subsidiaries entereda share-
purchase and joint venture agreement (the “TV Togmreement”) with Teck Resources Limited (“TeckhdaTeck
Madencilik Sanayi Ticaret A.(“TMST”), pursuant to which, shares equal to adiidnal 20% interest in Orta Truva
will be transferred from TMST to the Company, sticht the Company will hold a 60% interest and TM@&I hold a
40% interest in Orta Truva. Orta Truva holds libenses that comprise TV Tower. During the perddarn-in, the
Company will be the project operator at TV Towarc&ssful completion of the Earn-in Option requires

a) incurring $21 million in eligible exploration expditures (“Eligible Expenditures”) over three yedthe “TV
Tower Expenditure Requirement”). The first and secgear minimum commitments of $5 million and $7liom
respectively, had been completed as at Decemb&033B;

b) Issued 3,275,000 Common Shares and 3,000,000 Corfsinare purchase warrants (“TV Tower Warrants”) to
TMST within five business days of signing the TVwWer Agreement. Each Teck Warrant is exercisabteafo
period of three years from the date of issue amdl ble exercisable for one Common Share at an iseeprice of
C$3.00 per share;

c) issuing 1,637,500 Common Shares to TMST on conguletif each of the first and second year expenditure

requirements, both issued in full by December 1,3 and

d) making a one-time cash payment to TMST equal tof&Gunce of gold applicable to only 20% of theaas of
gold delineated at TV Tower in excess of 750,000d gnunces defined as Measured, Indicated or Inferre
resources in a National Instrument 43-8iandards of Disclosure for Mineral Projedechnical report, prepared
generally concurrent with the completion of the Thower Expenditure Requirement (the “Additional
Consideration”).

The remainder of the TV Tower Expenditure Requinethmeust be incurred prior to June 20, 2015. ThenEaiOption
will continue to increase as Eligible Expendituae® incurred. The majority of Eligible Expenditurage incurred
initially by the Company’s wholly-owned Turkish sibiary. Pilot Gold invoices Orta Truva for siees performed in
the period, and Orta Truva, in turn invoices TMSiOl #ilot Gold, for their respective share of EllgiExpenditures for
the period. Each shareholder subsequently funds Quva such that it can settle the amount duesumt to the
funding mechanism outlined in the TV Tower Agreeimghe “Funding Mechanism”), and in order to maintthe
relative interests of TMST and the Company in Qmiava until the Earn-in Option obligations have heatisfied, 60%
of the Eligible Expenditures in a given period advanced by the Company to TMST and accountedsfar@mponent
of the Earn-in Option, a non-current asset. Témaaining 40% is recorded to the Company’s inteiredrta Truva
(Note 12).
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11. OPTION TO EARN-IN TO TV TOWER (continued)

The total value of the Earn-in Option asset aseatdinber 31, 2013 consists of the following, anduthes certain costs
capitalized pursuant to the Company’s accountirligies, that are not Eligible Expenditures:

January 1, 2012 $ -

Eligible Expenditures 2,878,543
Legal expenditures 147,435
Value of Common Shares and TV Tower Warrants issued 4,213,079
December 31, 2012 $ 7,239,057
Eligible Expenditures 6,519,779
Non —eligible expenditures 143,113
Value of Common Shares issued 5,465,766
Foreign exchange (691,320)
December 31, 2013 $ 18,676,395

12. INVESTMENT IN ASSOCIATES

Turkey

Pilot Gold owns 40% of Halilga through a 40% ownership stake in Truva Bakir Maigketmeleri AS. ("Truva
Bakir"), a Turkish company, controlled (60%) by TM&n indirect subsidiary of Teck. Pilot Goldalsolds a 40%
interest in Orta Truva. Pilot Gold became the oeraf TV Tower on June 20, 2012 and has an optioacquire an
additional 20% interest of Orta Truva (Note 11)taOFruva is also controlled (60%) by TMST.

On September 4, 2013 Orta Truva acquired a beakfiterest in the Karaayi license, contiguousata) now a part of
TV Tower (the “Karaayl Purchase”). Consideratiom the Karaaylr Purchase was paid for by the Compny
1,250,000 Common Shares, and $300,000 cash, resagpursuant to the Funding Mechanism. Until thagaction
closes and conveyance of title is completed, tenbe will be held in trust and for the benefiOofa Truva. By virtue
of a services agreement, Orta Truva is the opeetaraayi during the conveyance period and in,tparsuant to the
TV Tower Agreement, the Company will undertake amdrsee all exploration activities at the propentybehalf of
Orta Truva. Exploration expenditures at Karaayuired by Pilot Gold qualify as Eligible Expend#sa. Formal
transfer of title to the Karaay! license to Ortava is pending.

United States
During the year Gold Springs was diluted to 17.5% eeclassified into other financial assets (NQte 7

All three associates are unlisted, and as suclvédiles of the Company’s investments are not detatoe through an
active market. The Company’s associates are tefmgies.
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12. INVESTMENT IN ASSOCIATES (continued)

Truva Bakir Orta Truva Gold Springs Total

At January 1, 2012 $ 4,684,751 $ 2,662,058 $ 699,797 $ 8,046,606
Share of loss (16,012) (39,123) (40,683) (98)81
Funding 1,633,088 1,888,426 286,236 3,807,750
Exchange differences 110,251 57,990 - 168,241
Loss on dilution - - (445,095) (445,095)
Gain from capital - - 445,094 445,094
At December 31, 2012 $ 6,412,078 $ 4,569,351 $ 945,349 $11,926,778
Share of loss 413 (148,560) - (148,147)
Funding 279,104 4,574,838 - 4,853,942
Exchange differences (413,382) (315,626) - (729,007)
Reclassification to other financial assets - - (945,349) (945,349)
At December 31, 2013 $ 6,278,213 $ 8,680,003 $ - $ 14,958,216

Funding to Truva Bakir for the year ended Deceniei2013 includes 40% of Eligible Expenditures imed.

The summarised financial information for its asates on a 100% basis and reflecting adjustmentse rbgdthe

Company, including adjustments for differencesdocainting policies is as follows:

%

Country of Non-Current Current interest Company's Share
Name Incorporation Current Assets Assets Liabilities Total Net Assets  Gain/(Loss) held of Net Assets
Truva Bakir Turkey $ 2347471 $ 13,513,881 (243, $ 15,695,532 $ 1,032 40%$ 6,278,213
OrtaTruva Turkey 4,394,365 18,239,454 (933,811) 21,700,008 (371,400) 40% $ 8,680,003
At December 31, 2013 $ 6,741,836% 31,753,255%  (1,099,551)$ 37,395,540% (370,368) $ 14,958,216

Country of Non-Current Current Total Net % interes Company's Share
Name Incorporation Current Assets Assets Liabilities Assets Gain/(Loss) held of Net Assets
Truva Bakir Turkey $ 2,364,089 $ 13,735,588 @4$ 16,030,195 $ (40,030) 40%$ 6,412,078
Orta Truva Turkey 1,836,353 9,911,422 (324,397)% 11,423,378 (97,808) 40%$ 4,569,351
Gold Springs United States 71,493 3,237,006 (14,600)$ 3,293,899 (141,752) 29% $ 945,349
At December 31, 2012 $ 4,271,93% 26,883,976 $ (408,439)% 30,747,472% (279,590) $ 11,926,778

As at December 31, 2013, the Company has outstgméaeivables from Truva Bakir of $36,062, and flonma Truva
of $750,914 of which $300,365 is attributable te thvestment in associate and the remaining $450%54ttributable
to the Earn-in Option asset. A $287,030 distributicas received from Orta Truva for the Companyarsiof a VAT
refund from the Turkish tax authorities relatingoiriods prior to 2013.
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13. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31,

December 31,

Trade payables

Other payables

Accrued liabilities

Amounts due to Orta Truva
Amounts due to Truva Bakir
Amounts due to TMST

2013 2012

$ 240,434 $ 350,057
85,934 41,324
409,799 819,922
357,714 47,062
48,259 -
536,574 -

$ 1,678,714 $ 1,258,365

Accounts payable and accrued liabilities are nderast bearing and are normally settled on 30-dayd. Amounts
due to associates and TMST, relate to cash caflsrdoonnection with the Company’s pro-rata shdreosts incurred.
Cash calls are non-interest bearing and are noyrsalitled on 10-day terms. Accrued liabilities atte period end
include amounts payable to employees and serviogders of the Company in respect of that year'’susoamount

paid in the following year.

14. INCOME TAXES

a) Provision for income taxes:

The recovery of income taxes differs from the andhat would have resulted from applying combinesh&dlian
federal and provincial statutory tax rates for 20125.75% (2012 — 25.00%)

December 31, December 31,

2013 2012
Loss before taxes $ (9,142,314) $(8,071,738)
Statutory tax rate 25.75% 25.00%
Expected income tax recovery (2,354,146) (2,899
Permanent differences 420,903 95,885
Benefit not recognized and other 1,933,243 1,869,513
Income tax expense (recovery) $ - $  (52,537)

b) Deferred income taxes arise from temporary diffeesnn the recognition of income and expensesriantial and
tax purposes. The Company holds no deferred setaand liabilities.

c) The following are temporary differences the netdfige of which have not been recognized as at Déeerdl,

2013:

December 31, December 31,

2013 2012
Operating losses carried forward $ 17,966,598 20,607,009
Equipment 531,581 519,343
Mineral properties (417,929) (9,232,626)
Investments and other 3,070,270 3,062,922

Total temporary differences

$ 21,150,519% 14,956,648
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14. INCOME TAXES (continued)

d) The Company has non capital losses which may bkedpp reduce future taxable income. These losgpge
between 2014 and 2033:

Canada us Turkey Total
$8,174,000 $7,552,000 $ 2,241,000 $ 17,967,00(

There are no income taxes owed by Pilot Gold aebder 31, 2013

15. SHARE CAPITAL AND CONTRIBUTED SURPLUS

a) Authorized
Unlimited Common Shares with no par value

b) Issued

During the year ended December 31, 2013 the Comisangd a total of 3,275,000 Common Shares to Tlh8Tuant

to the TV Tower Agreement (Note 11) and a furth@50,000 as partial consideration for the KaraaycRase (Note

12). A further 180,000 Common Shares were issued@®I to terminate the Griffon Earn-in Agreementotid 10c)

and 25,000 Common Shares to Animas pursuant tagsignment agreement through which the Companyiracqtne
Kinsley Option (Note 10a). As at December 31, 2@48 Company has 89,940,333 Common Shares issued and
outstanding.

On November 1, 2012, the Company closed a bouddlt stert form prospectus offering (the “2012 BouBleal”),
pursuant to which Pilot Gold issued 17,825,000sunftthe Company (“PLG Units”) at a price of C$1B& Unit to
raise aggregate gross proceeds of C$29,411,254@&2875). Each PLG Unit consists of one Commoar&hnd one

half of one Common Share purchase warrant (eachlewbommon share purchase warrant, a “Share Purchase
Warrant”). Each Share Purchase Warrant entitleshtiider to acquire one Common Share at a price$&#.2D until
October 31, 2014. The Share Purchase Warrantdistegl on the Toronto Stock Exchange under the symb
"PLG.WT". The Company paid the Underwriters C$1,563 ($1,474,533), representing a fee equal to S00%he
gross proceeds (the “Underwriters’ Fee”).

Concurrent private placements with subsidiarieT@tk and Newmont (the “Teck Subscription”, and tNewmont
Subscription” respectively, and together with tifd2 Bought-Deal, the “2012 Offering”) also closad Movember 1,
2012. Pursuant to the TV Tower Agreement and20&2 Offering, through which each of Teck and Newmo
respectively were granted participation rightsubscribe for and purchase (directly or through fitizde) Additional
Pilot Gold Securities (as defined in those agredg)aat the same price and on the same terms ahwhich Additional
Pilot Gold Securities are offered for sale to otherchasers, up to the lesser of each of Teck awintbnt's then pro
rata interest. To maintain their respective pra iaterest, 3,669,482 Units on the same termsasetissued under the
2012 Bought-Deal were issued pursuant to the NewrS8abscription, and 1,230,565 Units on the sanmadas those
issued under the 2012 Bought-Deal were issued potda the Teck Subscription. The Teck Subscriptind Newmont
Subscription raised additional aggregate grossgaas of C$8,085,078 ($8,106,966).

In addition to the Underwriters’ Fee, the Companaydpshare issuance costs of $460,860 in conneutittnthe 2012
Bought Deal.

c) Stock-based compensation

The Pilot Gold Stock Option Plan (2011) (the “OptiBlan”), was approved on April 4, 2011. Under tinens of the
Option Plan, the Board may, from time to time, grememployees, officers and directors of, or cdtasus to the
Company, non-assignable options to acquire ComnhaneS (“Options”) in such numbers and for such seasimay be
determined by the Board.
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15. SHARE CAPITAL AND CONTRIBUTED SURPLUS (continued)

The number of Common Shares which may be issueslipat to Options previously granted and those gdanhder
the Plan will be a maximum of 10% of the issued auntstanding shares at the time of the grant; thmber of

Common Shares which may be reserved for issuanaeytone individual may not exceed 5% of the isssletes on a
yearly basis.

Options granted under the Option Plan to date »eecisable over periods of five or ten years. Incrdance with the
Option Plan, the exercise price of each Optionlahaler no circumstances be lower than the closiagket price of
the Company’s stock on the trading day immediatejore the date of grant. Options granted to Damsctvest
immediately, the remaining Options vest in thirtghe end of each year from the date of grant. gemnsideration paid
by the optionee on the exercise of Options is teddio share capital.

Option transactions and the number of Options antihg are summarized as follows:

Weighted Average

Shares Exercise Price

# C$

Balance, January 1, 2012 4,027,500 3.35
Options granted 1,823,500 1.32
Options forfeited (310,000) 2.17
Balance, December 31, 2012 5,541,000 2.75
Options granted 1,590,000 2.12
Options forfeited (211,000) 2.92
Balance, December 31, 2013 6,920,000 2.60

At December 31, 2013, Pilot Gold had incentive @pdiissued to directors, officers, employees arndckasultants to
the Company outstanding as follows:

Weighted Weighted average
Number of Weighted average average Number of exercise
Options remaining exercise Options price of Options
Range of prices outstanding  contractual life price exercisable exercisable
# (in years) C$ # C$

C$1.00 to C$1.99 1,620,000 4.21 1.14 815,000 1.11

C$2.00 to C$2.99 1,655,000 4.29 2.15 485,000 2.18

C$3.00 to C$3.99 3,645,000 7.28 3.45 3,013,333 3.45
6,920,000 5.85 2.60 4,313,333 2.87

For the purposes of estimating the fair value dicnms using Black-Scholes, certain assumptionsnaaee such as
expected dividend vyield, volatility of the markeige of the Company’s shares, risk-free interetgsrand expected
average life of the Options. We base our expeaxtaif volatility on the volatility of similar puldiy-listed companies,
as the expected life of our stock options exceedsrading history.

The weighted average fair value of Options gramtedng the year determined using Black-Scholes @G$%.34 per
Option (2012: C$0.64). The weighted average sigaift inputs into the model were share price of C$2t the grant
date, exercise price shown above, volatility of 7&8#idend yield of 0%, an expected Option life5ofears, and an
annual risk-free interest rate of 1.5%. A 2.77%¢fibure rate is applied to the Option expense.
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15. SHARE CAPITAL AND CONTRIBUTED SURPLUS (continued)

For the year ended December 31, 2013, the Compasychpitalized a total of $106,835 (December 31,220
$236,611) of stock-based compensation to explaorgtimperties and deferred exploration expenditures.the year
ended December 31, 2013, the Company chargedlafd2,311,023 (2012: $1,951,752) of stock-basmuipensation
expense to the statement of loss, of which $35(8012: $233,930) is attributed to property invgstion.

d) Warrants:
Warrant transactions and the number of Warrantstatling are summarized as follows:

Weighted
Number of Average
Warrants Exercise Price
# C$
Balance, January 1, 2012 - -
Warrants issued 14,362,524 2.37
Warrants exercised or expired - -
Balance, December 31, 2012 14,362,524 2.37
Warrants issued, exercised or expired - -
Balance, December 31, 2013 14,362,524 2.37

As at December 31, 2013 the Company had the fatigW/arrants outstanding:

Number of Warrants Weighted average

Exercise outstanding and remaining
price exercisable contractual life
C$ # (in years)
2.20 11,362,524 0.84
3.00 3,000,000 1.47
2.37 14,362,524 0.97

There were no Warrants granted in 2013. The weibhterage fair value of Warrants granted in 2012 G40.36. The
weighted average significant inputs into the moslete share price of C$1.54 at the grant date, eseeprice shown
above, volatility of 61%, dividend yield of 0%, erpected life of 2.21 years and annual risk-fréerast rate of 1.08%.

16. NON-CONTROLLING INTEREST

On October 24, 2013, the underlying lease and tljreavned claims that comprise Kinsley, were transfd into
Kinsley Gold LLC. Prior to this, the property inésts were accounted for as an undivided assebusdtelow is the
summary financial information for Kinsley Gold LLGhe only subsidiary of the Company that has a rizdtaon-
controlling interest. As Kinsley Gold LLC’s expelulies are capitalised to the Kinsley property, ¢hate no expenses
recorded in the statement of income. The infornmalielow is before inter-company eliminations.
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16. NON-CONTROLLING INTEREST (continued)

a) Summarised Balance Sheet

As at
December 31, 2013
Current
Assets 27,675
Liabilities (47,676)
Total Current net assets (20,001)
Non-Current
Assets 11,723,674
Liabilities (23,000)
Total Non-current net assets 11,700,674
Net Assets 11,680,673
b) Summarised cash flows
Year ended
December 31, 2013
Net cash flow from operating activities $ -
Net cash inflow from financing activities 3,711,828
Net cash outflow from investing activities (3,6883)
Net cash increase in cash 27,675
Cash at the beginning of the period -
Cash at the end of the period $ 27,575

See Note 10a for transactions with non-controliitgrests.

17. CAPITAL DISCLOSURES

Pilot Gold considers the items included in the otidated statement of shareholders’ equity as ahpfManagement of
the Company manages the capital structure and najastments to it in the light of changes in ecoimoconditions

and the risk characteristics of the underlying t&ssén order to maintain or adjust the capitalicture, the Company
may issue new shares or return capital to sharetmldThe Company is not subject to externally isgabcapital

requirements.

Pilot Gold’s objectives when managing capital aredfeguard the Company’s ability to continue gsiag concern, so
that it can continue to provide returns for shalééis and benefits for other stakeholders.

18. FINANCIAL RISK MANAGEMENT

Financial Risk Management

The Company is exposed in varying degrees to &tyaoif financial instrument related risks. The Bbapproves and
monitors the risk management processes, inclugide@mented treasury policies, counterparty liparsd controlling
and reporting structures. The type of risk exposamd the way in which such exposure is manageddsiged as
follows:

Credit Risk

Credit risk is the risk that one party to a finahénstrument will cause a financial loss for thhey party by failing to
discharge an obligation. Pilot Gold’s credit riskgrimarily attributable to its liquid financial sets. The Company
limits exposure to credit risk and liquid financedsets through maintaining its cash and short tevestments, with
Canadian Chartered Banks and its certain depoghsA# or higher rated United States financial ingions.
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18. FINANCIAL RISK MANAGEMENT (continued)
Liquidity Risk
Liquidity risk is the risk that an entity will enaater difficulty in meeting obligations associateith financial liabilities
that are settled by delivering cash or anothemfiiel asset. The Company manages its capital ierdmd meet short
term business requirements, after taking into agtoash flows from operations, expected capitakexftures and the
Company's holdings of cash and cash equivalentee Company may from time to time have to issue temidil
Common Shares to ensure there is sufficient cajitadeet long term objectives. The Company'’s faiariabilities of
accounts payable and accrued liabilities are payaithin a 90 day period and are expected to bdddrfrom the cash
held.

Interest Rate Risk

We are subject to interest rate risk with respecbur investments in cash and short term investnédtir current
policy is to invest cash at floating rates of ietdrand cash reserves are to be maintained inacasbash equivalents in
order to maintain liquidity, while achieving a &di#ictory return for shareholders. Fluctuationsnieriest rates when
cash and cash equivalents mature impact interestria earned

Market Risk
The significant market risk to which the Compangxiposed is foreign exchange risk.

Foreign Exchange Risk
The results of the Company’s operations are exptsedrrency fluctuations. To date, the Company taésed funds
entirely in Canadian dollars. The majority of then@pany's mineral property expenditures, includihg tash calls
from the Company’s 60% partner at Orta Truva angvarBakir, are incurred in United States dollatse Tluctuation
of the CAD and the TRL in relation to the Unitecates dollar will consequently have an impact ugon financial
results of the Company.

Further, although only a portion of the Companypenditures, primarily general and administratieets are incurred
in Canadian dollars, the Company records its assetded in Vancouver in Canadian dollars. Asdperating results
and financial position of the Company are reporitedJnited States dollars in Pilot Gold's consoligatfinancial
statements, there may also be an impact to theeaflthe Company’s assets, liabilities and shadsrsl equity as a
result of the fluctuation of the CAD in relation tive United States dollar. A 1% increase or deeré@ashe exchange
rate of the US dollar against the Canadian dollauld result in a $159,795 increase or decreasesctsply, in the
Company’s cash and short term investment balanke. Jompany has not entered into any derivativeraot# to
manage foreign exchange risk at this time.

Fair Value Estimation
The carrying value of the Company'’s financial assetd liabilities approximates their estimated Vaiue.

19. COMMITMENTS

TV Tower

Pursuant to the TV Tower Agreement, upon completiball other conditions precedent (Note 11), thmmPany must
remit the Additional Consideration to TMST. It i®tnpossible at this time to estimate the amountiming of
Additional Consideration payable. See details ineNbl for Eligible Expenditure requirements to betrim order to
maintain the Earn-in Option in good standing.

Gold Bug

On August 31, 2012, the Company signed an ameresesk lagreement with Nevada Eagle Resources LLCeter
Pilot Gold shall makeexpendituresn accordance with the following schedule in ortlemaintain the amended lease
agreement in good standing:

On or before the 1st anniversary of the signing da$ 150,000 (incurred)
On or before the 2nd anniversary, an additional 5& @00 (committed)
On or before the 3rd anniversary, an additional 408,000 (optional)
On or before the 4th anniversary, an additional 508,000 (optional)

On or before the 5th anniversary, an additional 0@,000 (optional)
On or before the 6th anniversary, an additional 0®,800 (optional)
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19. COMMITMENTS (continued)

Beginning on the seventh anniversary and each arsawy thereafter, Pilot Gold must pay to the ovareannual rental
fee reflective of the leased property tenure sizeé Company fails to incur at least $50,000 exjitemes during the
preceding anniversary year. The initial $500,00énicitment is to be settled in cash if it is not coetgd. As at
December 31, 2013 the Company had incurred $26558G®Id Bug net of non-cash expenditures.

Drum

Pilot Gold is required to make certain annual esqtion expenditures at the Drum project pursuantattease
agreement. The Company must incur $100,000 in ,283@0,000 in 2015, $500,000 in 2016 and $750,A0D1L7 and
for all years thereafter, in order to maintain fease agreement in good standing. As at Decembef@I3 the

Company had incurred $116,374 at Drum.

Advanced royalty payments
In accordance with the underlying lease agreemantsinsley and at our Drum and Antelope projects, will be
required to make advance royalty payments (“ARRsthe respective underlying property holders #evis:

Total future ARPs as at December 31, 2013 arelbsvs

Year Kinsley Drum Antelope
2014 $ 50,000 $ 30,000 $ 30,000
2015 50,000 45,000 40,000
2016 50,000 60,000 50,000
2017 75,000 75,000 60,000
2018 100,000 100,000 60,000
2019 150,000 100,000 60,000
2020 and beyond 200,000 100,000 60,000

The aggregate advance ARPs on each respectiverfyrapi# subsequently be credited against futureRNgayments
payable from production at the respective propeftfhough the annual payments are commitmentheédtompany as
long as Pilot Gold continues to hold these propsrtPursuant to the underlying lease agreemenSdh®any has the
right to terminate the respective lease agreemantgiving thirty days advance notice and returnihg Company’s
interest in the property to underlying propertydesl

Leases

The Company has entered into operating leasesrémipes in the United States and Turkey. Theel¢asms are
between two and four years; each lease is renevealthee end of the lease period at market ratdficeQpremises and
other operating leases in Canada are paid to Ox@ggital Corp (“Oxygen”), pursuant to a managenssriices

agreement with that company (the “Oxygen Agreemehipon termination of the Oxygen Agreement, thenBany is

required to indemnify Oxygen for costs associatéth whose agreements or obligations that had beecuted or

incurred by Oxygen in connection with, or relatedhe services provided to the Company by Oxygées& amounts,
as pertaining to non-cancellable leases, are iedund the table below. The aggregate lease expeadi¢lated to Pilot
Gold's office premises charged to the statemeiass for the year ended December 31, 2013 is $364,9
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19. COMMITMENTS (continued)
Total future minimum lease payments, under non-gldedale operating leases as at December 31, 2@l8sdollows:

Year
2014 $ 313,671
2015 165,607
2016 154,301
2017 154,301
2018+ 1,109,751

$ 1,897,63C

The Company is also responsible for its share afgrty taxes and operating costs on office preméeseses in Canada,
Turkey and the United States.

20. SEGMENT INFORMATION

The Company’s operations are in one segment, thiemation for gold, copper and other precious aasebmetals. At
December 31, 2013 and at December 31, 2012, Piddd Gas three geographic locations: Canada, the, 8@
Turkey. The total assets attributable to the geugralocations relate primarily to the exploratipnoperties and
deferred exploration expenditures held by the Comiand its associates, and have been disclosedtesNO, 11 and
12. The net loss (gain) is distributed by geogimapkgment per the table below:

Year ended December 31,

2013 2012
Canada $ 5,664,654 $ 5311,231
USA 3,340,351 2,787,802
Turkey 137,310 (79,831)

$ 9,142,315 $ 8,019,202

Plant and equipment are distributed by geograpgonent per the table below:

Year ended December 31,

2013 2012
Canada $ 119,897 $ 182,381
USA 364,119 382,364
Turkey 70,089 58,185

$ 554,105 $ 622,930

The Company is in the exploration stage and acoghyli has no reportable segment revenues.
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21. SUPPLEMENTAL CASH FLOW INFORMATION

Non-cash financing and investing transactions:

December 31, December 31,
2013 2012
Non-cash financing and investing transactions

Issuances of shares and warrants to Teck pursudéim Earn-in Option (Note 11) $ (4,667,971) 4R13,079)
Issuance of shares in partial consideration in &arRurchase (Note 11) (1,329,659) -
Issuances of shares in consideration for mineagnty rights (Note 10) (211,861) (148,125)
Non-cash recovery on mineral properties (Note 10) (33,024) 198,510
Change in fair value of financial instruments regsgd in OCI (19,634) (794,476)
Reclassification of losses from OCI into statenwdribss 131,620 727,419
Stock based compensation included in mineral ptigzefNote 12) (106,835) (236,611)

$ (6,237,364) $ (4,466,362)

22. RELATED PARTY TRANSACTIONS

Transactions with related parties for goods andises are made on normal commercial terms andarsiadered to be
at arm’s length. In addition to the following, tB®mpany’s related parties include its subsidia@®sl associates over
which it exercises significant influence. Transaws with the Company’s associates are describbidia 10.

Oxygen Capital Corp

Oxygen is a private company owned by three direcaod one officer of the Company. Oxygen providegsises to the
Company at cost including staffing, office rentadeother administrative functions. Related paransactions during
the period total $1,087,215 in expenditures and3®1BL in deferred exploration expenditures relatiagmineral

properties, reflected in the Company’s consolidatadement of loss and comprehensive loss andrstateof financial

position respectively. As at December 31, 2013, d@xyholds a refundable deposit of $401,864 (Noten8pehalf of
the Company. Additionally, as at December 31, 208 Company held a payable to Oxygen of $97,617ouuts

payable were settled subsequent to December 3B, Bk also Note 19 for details on commitmentsedlto lease
arrangements.

Compensation of key management personnel

Key management includes members of the Board, tesident and Chief Executive Officer, the VP Exptan, the
Chief Financial Officer & Corporate Secretary, ahd Country Managers. The aggregate total congpemspaid, or
payable to key management for employee servicesttiror via Oxygen is shown below:

December 31, December 31,
2013 2012
Salaries and other short-term employee benefits $ 1,192,717 $ 1,037,718
Share-based payments 1,338,954 1,283,996
Total $ 2,531,671 $ 2,321,714
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23. SUBSEQUENT EVENTS

Option grant

On January 24, 2014, the Company granted, undeetires of the Pilot Gold Stock Option Plan, 425,@fions to
directors of the Company and 1,780,000 Optionsripleyees and service providers of the Company, aitlexercise
price of C$1.15. Director’s Options vest immedigt@hd employee options vest in thirds over threegjeboth expire
after 5 years.

Bought deal financing

On March 12, 2014, the Company announced thasiehéered into an agreement with a syndicate ofémuwriters (the

“Underwriters”), whereby the Underwriters will pimase 13,072,000 Common Shares of the Company, mught

deal basis, at a price of C$1.53 per Common Slargrbss proceeds of C$20,000,160. The Companglkagyranted
to the Underwriters an option, exercisable at ametuntil 30 days following the closing date, torghase up to an
additional 1,960,800 Common Shares.
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