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March 17, 2016

Independent Auditor’s Report

To the Shareholders of Pilot Gold Inc.

We have audited the accompanying consolidated financial statements of Pilot Gold Inc., which comprise
the consolidated statements of financial position as at December 31, 2015 and December 31, 2014 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 V6C3S7
T: +1 604 806 7000, F: +1 604 806 7806, www.pwc.com/ca

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



e

pwc

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Pilot Gold Inc. as at December 31, 2015 and December 31, 2014 and its financial performance
and its cash flows for the years then ended in accordance with International Financial Reporting
Standards.

signed “PricewaterhouseCoopers LLP”

Chartered Professional Accountants



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

Assets
Current assets
Cash and cash equivalents

Short term investments
Receivables and prepayments (Note 6)

Total current assets

Non-current assets

Other financial assets (Note 7)
Deposits (Note 8)

Sales taxes receivable (Note 6)
Plant and equipment (Note 9)

Exploration properties and deferred explorationeexjitures (Note 10)

Earn-in option (Note 10a)
Investment in associates (Note 11)
Total non-current assets

Total asset:

Liabilities and Shareholders' Equity

Current liabilities
Accounts payable and accrued liabilities (Note 12)
Total current liabilities

Non-current liabilities

Deferred tax liabilities (Note 13)
Other liabilities
Total non-current liabilities

Shareholders' equity

Share capital (Note 14)

Contributed surplus (Note 14)
Accumulated other comprehensive loss
Accumulated deficit

Total shareholders' equity

Non controlling interest (Note 15)

Total liabilities and shareholders' equity

The notes on pages 5 to 27 are an integral pénese consolidated financial statements.

These financial statements are approved by thedlarat authorised for issue on March 17, 2016:

"Donald MclInnes$, Director

As at December 31,

2015 2014
$ $
7,811,674 13,842,109
100,743 4,028,676
779,931 1,518,565
8,692,348 19,389,350
309,406 514,0¢
1,408,469 1,283,02
1,128,963
322,858 409,3¢
76,647,172 30,381,67
- 19,786,01
5,220,727 15,083,0€
85,037,595 67,457,2¢
93,729,9¢ 86,846,5¢
477,128 1,620,7¢
477,128 1,620,7¢
474,823 -
129,536 115,62
604,359 115,6¢
155,186,833 155,081,1¢
20,209,503 19,088,6¢
(13,938,032) BB27)
(91,849,189) (844873)
69,609,115 81,372,2¢
23,039,341 3,737,851
93,729,943 86,846,5¢

"Sean Tetzlaff Director



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

Operating expenses
Write down of deferred exploration expenditures teNb0d)
Wages and benefits
Office and general
Stock based compensation (Note 14)
Property investigation and technical studies
Professional fees
Investor relations, promotion and advertising
Depreciation
Listing and filing fees

Loss from operations

Other income (expenses)
Change in fair value and impairment of financiatioments
Loss from associates (Note 11)
Other net (expense) income
Finance income
Foreign exchange gains

Loss before tax

Income tax expense

Loss for the period

Loss attributable to:
Shareholders
Non-controlling interests

Other comprehensive loss

Items that may be reclassified subsequently tincetme
Exchange differences on translations
Net fair value gain on financial assets

Amounts reclassifed into net loss on impairmerfirdncial assets

Other comprehensive loss for the period, net of tax

Total loss and comprehensive loss for the period

Attributable to:
Shareholders
Non-controlling interests

Total loss and comprehensive loss for the period

Loss per share

Basic and diluted loss per share

Weighted average number of Common Shares
Basic and diluted

The notes on pages 5 to 27 are an integral painest consolidated financial statements.

Year ended December 31,

2015 2014
$ $
2,091,327 143,038
1,720,622 1,824,684
1,144,857 1,211,324
988,468 1,221,740
335,390 603,739
448,903 353,204
296,730 474,545
118,800 171,916
51,508 46,588
7,196,605 6,050,778
(153,663) (894,120)
(63,345) (63,138)
93,919 (81,357)
167,776 320,992
224,486 59,303
269,173 (658,320)
6,927,432 6,709,098
474,823 -
7,402,255 6,709,098
6,974,976 6,709,098
427,279 -
7,402,255 6,709,098
(6,020,183) (4,424,736)
5,478 575,538
- 22,655
(6,014,705) (3,826,543)
13,416,960 10,535,641
12,989,681 10,535,641
427,279 -
13,416,960 10,535,641
0.07 0.07
107,306,277 101,154,616



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

Number of Common

Accumulated othe
comprehensive income

Total shareholders'

Shares Share capital Contributed surplus (loss) Accumulated deficit equity Non-controlling interest Total equity
# $ $ $ $ $
Balance as at December 31, 2 89,940,33:¢ 133,117,09: 16,319,20: (4,096,784 (78,165,11¢ 67,174,39¢ 2,423,071 69,597,47:
Issuances as consideration for mineral properhysig 4,218,164 5,050,408 1,290,563 - - 6,340,971 6,340,97
Issuances on private placement 13,072,000 18,130,145 - - - 18,130,145 - 18,130,1«
Share issue costs on private placement - (1,224,336) - - - (1,224,336) - (1,224,336)
Option exercise 5,000 7,826 (2,946) - - 4,880 - 4,8¢
Stock based compensation - - 1,481,878 - - 1,481,878 - 1,481,8°
Net impairment of long-term investments recognisette statement of loss - - - 22,655 - ,835 - 22,6!
Unrealized gain on long-term investments - - - 5338 - 575,538 - 575,5¢
Contributions by non-controlling interest - - - - - - 1,314,774 1,314,7°
Cumulative translation adjustment - - - (4,4236) - (4,424,736) - (4,424,736)
Net loss for the period - - - - (6,709,098) (6,709,098) - (6,709,098)
Balance as at December 31, 2014 107,235,497 155,081,135 19,088,697 (7,923,327) ©4A3) 81,372,292 3,737,851 85,110,14:
Option, DSU and warrant exercises (Note 14) 108,787 105,698 (87,519) - - 18,179 - 18,179
Stock based compensation (Note 14) - - 1,208,325 - - 1,208,325 - 1,208,32¢
Unrealized gain on long-term investments - - - 5,478 - 5,478 - 5,478
Recognition of non-controlling interest on acquésitof control in Orta Truva (Note 10c) - - - - - - 17,4925 17,494,12¢
Contributions by non-controlling interest (Note 15) - - - - - - 2,234,644 2,234,64¢
Cumulative translation adjustment - - - (6,020,183) - (6,020,183) - (6,020,183)
Net loss for the period - - - - (6,974,976) (6,974,976) (427,279) (7,402,255)
Balance as at December 31, 2015 107,344,284 155,186,833 20,209,503 (13,938,032) 8491189) 69,609,115 23,039,341 92,648,45¢

The notes on pages 5 to 27 are an integral pénese consolidated financial statements.



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

Cash flows from operating activitie:
Loss for the period
Adjusted for:
Stock based compensation
Write-down of deferred exploration expenditures tgNd0d)
Change in fair value and impairment of financiatioments
Deferred Tax expense
Other non-cash expenditures on the statement ®f los
Foreign exchange not related to cash
Interest income on short term investments
Movements in working capital:

Accounts receivable and prepayments
Accounts payable and other liabilities

Net cash outflow due to operating activities

Cash flows from financing activities
Cash received from financing
Share issue costs
Cash received from option exercise
Contributions from non-controlling interest

Cash inflow from financing activities

Cash flows from investing activitie:

Change in working capital attributable to defereg@loration expenditures
Cash received from Orta Truva for Eligible Expeuarés

Eligible Expenditures on TV Tower prior to eari

Funding to Associat

Purchase of short term investme

Maturity of short term investmer

Net sales tax recove

Purchase and proceeds of sale of property and regui

Transaction costs net of cash received for Cadilzguisition (Note 10k
Cash acquired with acquisition of controlling irgstrin Orta Truv
Expenditures towards Earn-in Opt

Interest in exploration properties and deferred@ation expenditure
Purchase of reclamation deposits

Net cash outflow due to investing activities

Effect of foreign exchange rates
Net increase (decrease) in cash and cash equivalent

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of the period

See Note 20 for supplemental cash flow information

Year ended December 31,

2015 2014
$ $
(7,402,255) (6,709,098)
1,028,821 1,306,793
2,091,327 143,038
153,663 894,120
474,823
142,962 351,744
(34,274) 194,737
(62,319) (46,901)
(2,166) 21,720
(250,239) (1,209,274)
(3,859,657) (5,053,121)
- 18,130,145
- (1,224,336)
18,167 -
2,187,813 1,314,774
2,205,980 18,220,583
(863,412) 197,154
- 4,803,425
(259,322 (5,141,673
(379,780 (1,825,293
- (4,117,285
3,622,75! 8,797,90°
585,99° -
(56,958 (52,755
- (509,577
196,07¢ -
(33,765 (3,231,680
(5,080,402 (7,032,183
(28,900) (84,522)
(2,297,705) (8,196,482)
(2,079,053) (935,255)
(6,030,435) 4,035,725
13,842,109 9,806,384
7,811,674 13,842,109




PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

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, VancoBriish Columbia, V6E 2E9.

Pilot Gold is an exploration stage business engdgeithe acquisition and exploration of mineral pedpes located
primarily in the United States of America and Tuwrke

The Company has not yet determined whether itsgstigs contain mineral reserves that are econolyiocatoverable.

The continued operations of the Company and theverability of the amounts capitalized for minepmbperties is

dependent upon the existence of economically reable reserves, the ability of the Company to obthe necessary
financing to complete the exploration and developimaf such properties and upon future profitabledoiction or

proceeds from the disposition of the properties.

2. BASIS OF PRESENTATION

These consolidated financial statements, includimgparative figures, have been prepared using aticgupolicies in
compliance with International Financial Reportin@g®lards (“IFRS”) issued by the International Aauting Standards
Board (“IASB").

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

(a) Basis of measurement

The consolidated financial statements have beguaped 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 usingctirea basis of accounting, except for cash floforimation.

(b) Basis of consolidation

The financial statements of Pilot Gold consolididie accounts of Pilot Gold Inc. and its subsid&rierofit or loss and
each component of other comprehensive income (@@lxattributed to the equity holders of the pacdrihe Company
and to the non-controlling interests, even if thesults in the non-controlling interests having efiait balance. All
intercompany transactions, balances and unreafiaéis and losses from intercompany transactionelarénated on
consolidation.

Subsidiaries are all entities (including structuestities) over which the Company has control. Tenpany controls an
entity when the Company is exposed to, or hassightvariable returns from its involvement witte thntity and has the
ability to affect those returns through its poweeothe entity. Subsidiaries are fully consolidatiexin the date on which
control is transferred to the Company. They aredsaclidated from the date that control ceases.

Transactions with non-controlling interests thatra result in loss of control are accounted foeqaity transactions —
that is, as transactions with the owners in thepacity as owners. The difference between fairevafuany consideration
paid and the relevant share acquired of the cagryatue of the net assets of the subsidiary isrdszbin equity. Gains or
losses on disposals to non-controlling interestsagso recorded in equity.

The principal subsidiaries of Pilot Gold and ttggiographic locations at December 31, 2015 werelkmsvs:

Proportion of Non-
ownership interest Controlling
and voting power Interest
Name of subsidiary Principal activity Location held
Pilot Gold USA Inc. Mineral exploration United States 100% -
Kinsley Gold LLC (“KGLLC") Mineral exploration Unitd States 79% 21%
Agola Madencilik LimitedSirketi (“Agola”) Mineral exploration Turkey 100% -
Orta Truva Madencililanayi ve Ticaret A (“Orta Truva”) Mineral exploration Turkey 60% %0
Cadillac Mining Corporation (“Cadillac”) Mineral ploration Canada 100% -
Cadillac South Explorations Inc. Mineral exploratio United States 100%



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(c) Investments in associates

The Company conducts a portion of its businesautjineequity interests in associates. An associaa entity over which

Pilot Gold has significant influence, but not cahtfThe financial results of Pilot Gold’s investntigiin its associates are
included in Pilot Gold’s results according to tliuidy method. Under the equity method, the Companwestment in an

associate is initially recognized at cost and squeetly increased or decreased to recognize thep@ows share of

earnings and losses of the associate and for impatrlosses after the initial recognition date. Toenpany’s share of an
associate’s losses that are in excess of its imatin the associate are recognized only to thenexhat the Company
has incurred legal or constructive obligations axdm payments on behalf of the associate. The Coyigpahare of

earnings and losses of associates is recognizegtiincome (loss) during the period. Distributioeseived from an

associate are accounted for as a reduction inairging amount of the Company’s investment.

Transactions and balances between the Companytsaadsociates are not eliminated. Unrealized gainsansactions

between Pilot Gold and an associate are eliminat¢ide extent of Pilot Gold’s interest in the asatee Unrealized losses
are also eliminated to the extent of the Compamyj&yrest in the associate unless the transactioviges evidence of an

impairment of the asset transferred. Dilution gaind losses arising from changes in interestsviesiments in associates
are recognized in the statement of loss.

At the end of each reporting period, Pilot Goldesses whether there is any objective evidenceithahvestment
interests in associates are impaired. If impaitbd, carrying value of Pilot Gold's share of the erging assets of
associates is written down to its estimated reahleramount (being the higher of fair value lesst ¢o sell and value in
use) and charged to the statement of loss. Whémpairment loss reverses in a subsequent petied;drrying amount
of the investment in associate is increased taé¢hised estimate of recoverable amount to the éxtert the increased
carrying amount does not exceed the carrying amtiantwould have been determined had an impairfoesstnot been
previously recognized. A reversal of an impairmiss is recognized in net earnings (loss) in theéodethe reversal
occurs.

(d) Foreign currencies

Items included in the financial statements of eadbsidiary and associate in the Company are measisiag the
currency of the primary economic environment in ebhithe entity operates (the “functional currencyThese
consolidated financial statements are presentebhited States dollars.

In preparing the financial statements of the indlinl entities, transactions in currencies othen tihe entity’s functional

currency (foreign currencies) are recorded at élbesrof exchange prevailing at the dates of theséetions. At the end of
each reporting period, monetary items denominatefbiieign currencies are retranslated at the nategailing at that

date, giving rise to foreign exchange gains anddesn the statement of loss.

Pilot Gold raises its financing and carries outchedfice expenditures in Canadian dollars (“C$")vigg rise to a

Canadian dollar functional currency. In ordeetthance comparability with our peers and as &ibetpresentation of
the principal currency used by the mining and mahezxploration industry, the presentation currerafythese

consolidated financial statements is United Stateltars. Any assets and liabilities of the Compdmyd in foreign

currencies are expressed in United States dolkingj exchange rates prevailing at the end of therteng period. Income
and expense items are translated at the averadgeampe rates for the period, unless exchange ratetudted

significantly during that period, in this case, thgchange rates at the dates of the transactiomsused. Equity

transactions are translated using the exchangeatdke date of the transaction. Exchange differsrarising from assets
and liabilities held in foreign currencies, areagaised in other comprehensive income (loss) asutatime translation

adjustments.

When an entity disposes of its entire interest faraign operation, or loses control, joint contral significant influence
over a foreign operation, the foreign currency gainlosses accumulated in other comprehensiveriac@oss) related to
the foreign operation are recognized in profitass|

(e) Cash and cash equivalents
Cash and cash equivalents comprise cash on hamdlegosits in banks that are readily convertible amknown amount
of cash, or with an initial maturity of less thab @ays.

-6 -



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(f) Exploration properties and deferred exploratiexpenditures

Acquisition and exploration expenditures on propsrtare deferred until such time as the properies put into
commercial production, sold or become impairedst€mcurred before Pilot Gold has obtained leiggits to explore an
area are recognized in the statement of loss. @keagploration expenditures are charged to operatin the period in
which they are incurred. Pilot Gold recognizesphagment or receipt of amounts required under apdigreements as an
addition or reduction, respectively, in the bookueaof the property under option when paid or reegi

Once the technical feasibility and commercial Viapiof the extraction of mineral resources in araof interest are
demonstrable, exploration and evaluation asseib@tble to that area of interest are first te§t@dmpairment and then
reclassified to mining property and developmenéetswithin property, plant and equipment.

Although we have taken steps to verify title to ewmad properties in which we have an interest, inoagance with
industry standards for the current stage of exgimmaof such properties, these procedures do nataguee our title.
Property title may be subject to unregistered paigneements or transfers and may be affected bstected defects.

(9) Plant and equipment

Plant and equipment is carried at cost, less acleuatidepreciation and accumulated impairment ®9Sest consists of
the purchase price, any costs directly attributabldringing the asset to the location and conditi@cessary for its
intended use and an initial estimate of the colktismnantling and removing the item and restorimg $ite on which it is

located. Subsequent costs are included in the'sgsetying amount or recognised as a separatd, assappropriate,

only when it is probable that future economic bésefssociated 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 noteldvb 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 expendituessn-in option, or
investment in associate as appropriate. Manageregi@ws the estimated useful lives, residual vakms depreciation
methods of the Company’s plant and equipment atetitk of each financial year and when events arcliistances
indicate that such a review should be made. Chatigestimated useful lives, residual values or éejption methods
resulting from such review are accounted for protipely.

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

(h) Impairment of long-lived assets

Plant and equipment, exploration properties aneérded exploration expenditures are tested for impamt whenever
events or changes in circumstances indicate tlatcénrying amount may not be recoverable. An inmant loss is
recognised for the amount by which the asset’syssgramount exceeds its recoverable amount. Thevezable amount
is the higher of an asset’s fair value less castsetl and value in use. Impairment is assesseghasset-by-asset basis.
Non-financial assets that suffered impairment exéened for possible reversal of the impairmerdaath reporting date.

(i) 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 anlowtiof resources will be
required to settle the obligation; and the amouwag heen reliably estimated. Provisions are notgmised for future
operating losses.



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)
Constructive obligations are obligations that derfrom the Company’s actions where:

(i) An established pattern of past practice, publispeticies or a sufficiently specific current staterpethe
Company has indicated to other parties that itadtept certain responsibilities; and

(i) As aresult, Pilot Gold has created a valid expegtaon the part of those other parties that it discharge those
responsibilities.

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

() Income taxes

Income tax comprises current and deferred tax.rmectax is recognized in the statement of loss exeefine extent that it
relates to items recognized directly in equitywinich case the income tax is also recognized dyréctequity. Current

tax is the expected tax payable on the taxablemecfor the year, using tax rates enacted, or sotdstdy enacted, at the
end of the reporting period, and any adjustmetéxgayable 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 sadgtermined on a non-

discounted basis using tax rates and laws that bese enacted or substantively enacted at the dmkireet date and are
expected to apply when the deferred tax assetbility is settled. Deferred tax assets are recghio 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 asocéges, except, in
the case of subsidiaries, where the timing of thersal of the temporary difference is controllgdPilot Gold and it is
probable that the temporary difference will notenese in the foreseeable future.

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

(k) Earnings or loss per share

Earnings or loss per share is calculated by digidime net earnings (loss) available to common $iwdders by the
weighted average number of Common Shares outstguadiring the reporting period. The calculatiorddfited earnings
per share assumes that outstanding options an@msrare exercised and the proceeds are useducihege Common
Shares at the average market price of the sharabdoperiod. The effect is to increase the nundfeshares used to
calculate diluted earnings per share relative gddo@arnings per share and is only recognized leeffect is dilutive.

() Financial instruments

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

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

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

0] Financial assets and liabilities at fair value thgb profit or loss: A financial asset or liability classified in
this category if acquired principally for the pusggoof selling or repurchasing in the short-termiiidives are
also included in this category unless they aregiesed as hedges.

Financial instruments in this category are recogphimitially and subsequently at fair value. Trantiga costs
are expensed in the statement of loss. Gains as#daarising from changes in fair value are presgeint the
statement of loss within other gains and lossehérperiod in which they arise. Financial assets labilities

at fair value through profit or loss are classifaeslcurrent except for the portion expected toelad¢ized or paid
beyond twelve months of the balance sheet dateshwikiclassified as non-current.
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PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(ii)

(iv)

v)

(vi)

Available-for-sale investments: Available-for-séwestments are non-derivatives that are eitheigdated in
this category or not classified in any of the otbategories. Pilot Gold has classified certaint®flong-term
financial assets in this category.

Available-for-sale investments are recognizedatiifiat fair value plus transaction costs and afgsequently
carried at fair value. Gains or losses arising frdranges in fair value are recognized in other cetmgnsive
income (loss). Available-for-sale investments alassified as non-current, unless the investmenturaeat
within twelve months, or management expects toadiepf them within twelve months.

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

Loans and receivables: Loans and receivables ared@dvative financial assets with fixed or deteratle
payments that are not quoted in an active markidt Bold’s loans and receivables are comprised
‘Receivables’, ‘Deposits’ and ‘Cash and cash edaiva’, and are classified respectively as appaterin
current or non-current assets according to theturea Loans and receivables are initially recogthiz¢ the
amount expected to be received less, when mataréifcount to reduce the loans and receivablé&srtoalue.
Subsequently, loans and receivables are measurtiatized cost using the effective interest metlesd a
provision for impairment.

Held to maturity: Held to maturity investments am@n-derivative financial assets with fixed or detigrable
payments and fixed maturities that Pilot Gold’s agement has the positive intention and ability addho
maturity. They are measured at amortized costdegsallowance for impairment. Amortization of premis or
discounts and losses due to impairment are inclidedrrent period loss. Pilot Gold’s short termréstments
are in this category.

Financial liabilities at amortized cost: Financlalbilities at amortized cost include account pdgaband
accrued liabilities. Accounts payables and accligddlities are initially recognized at the amoustjuired to
be paid less, when material, a discount to reduegayables to fair value. Subsequently, accouapalpes are
measured at amortized cost using the effectiveéntenethod.

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

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

(i)

(ii)

Financial assets carried at amortized cost: The imshe difference between the amortized coshefléan or
receivable and the present value of the estimateoe cash flows, discounted using the instrumemntiginal
effective interest rate. The carrying amount of éisset is reduced by this amount either directlindirectly
through the use of an allowance account.

Available-for-sale financial assets: A significamtprolonged decline in the fair value of the sa@guselow its
cost is evidence that the assets are impairedirfipairment loss is the difference between the palcost of
the asset and its fair value at the measurement s any impairment losses previously recognizeitie
statement of income. This amount represents thaulative loss in accumulated other comprehensivenre
that is reclassified to net income.

(n) Share-based payments

(i)

Stock Options: An individual is classified as anpéoyee when the individual is an employee for legiatax
purposes (direct employee) or provides servicedaino those performed by a direct employee. Tdievalue
of option grants is measured at the date of gramiguthe Black-Scholes option-pricing model (“Black
Scholes”) and the compensation amount, equal teptien's fair value, is recognized over the petioat the
employees earn the options. The vesting periodeektock options granted range from vesting imatety
to vesting over a three-year period. Each transhedognised on a straight-line basis over thanggeriod.
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PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Pilot Gold recognizes an expense or addition tdegfion properties and deferred exploration exjtenes for
options granted under the employee stock option, @asing from stock options granted to employesisg
the fair value method with a corresponding incréasuity. The amount recognized as an expenseaed to
exploration properties and deferred explorationeexjitures, is adjusted to reflect the number ofiomgt
expected to vest.

(i) Deferred share units (“DSUs") and restrictdthre units (“RSUs”) are measured at fair valu¢hengrant date.

Equity settled DSUs and RSUs are recognized intgquiile DSUs and RSUs to be redeemed in cash are

recognized as a liability and subsequently adjuateglach financial position reporting date for desin fair

value. The expense is recognized over the vestargpgh with a corresponding charge as an expense or

capitalized to deferred exploration expenditures.

4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of financial statements in confoymiith IFRS requires management to make judgmersi$mates and
assumptions that affect the reported amounts atssBabilities and expenses. Estimates and juddsnare regularly
evaluated and are based on historical experiendeo#imer factors, including expectations of futuneerds that are
believed to be reasonable under the circumstatdesertainty about these assumptions and estimatealsl cesult in
outcomes that require a material adjustment toctreying amount of assets or liabilities affectedfuture periods.
Further information on management’s judgmentspedts and assumptions and how they impact theusagocounting
policies are described below and also in the relemates to the financial statements.

Judgments
In the process of applying the Company’s accounpiaticies, management has made the following judgsewhich
have the most significant effect on the amountsgaised in the consolidated financial statements.

i)

Functional currency

The functional currency for the parent entity, aath of its subsidiaries and associates, is theerey of the
primary economic environment in which the entityeoes. The US and Turkish subsidiaries of thenpaetity,
have a US dollar functional currency, while theguarentity itself, and its remaining subsidiarieaye a Canadian
dollar functional currency. Determination of furmstal currency involves certain judgments to deteenthe primary
economic environment and the parent entity recamsithe functional currency of its entities if thés a change in
events and conditions which determined the prineignomic environment. The functional currency ofaOfruva
was changed from Turkish Lira to US Dollar due tohange in the primary operating environment ofehgty at
the time controlling interest was acquired by tlmerpany (Note 10a).

Review of asset carrying values and impairmentsssaent

In accordance with the Company’s accounting poleach asset is evaluated every reporting periadietermine

whether there are any indications of impairmentarfy such indication exists, a formal estimate exfoverable
amount is performed and an impairment loss is neizeg to the extent that the carrying amount exsetbe

recoverable amount. The recoverable amount of set & measured at the higher of value in use aind/dlue less
costs to sell. The most significant assets assessdthpairment include the value of the Companiyigestment

interests in associates, the carrying value oéxfdoration property interests, deferred exploragapenditures and
the carrying value of the earn-in option intangiasset.

Exploration and evaluation expenditures

The application of the Company’s accounting policly exploration and evaluation expenditures requjtelgment
to determine whether future economic benefits iy, from either future exploitation or sale,whether activities
have not reached a stage that permits a reasomsgBssment of the existence of reserves.

Resource exploration is a speculative businessimmlves a high degree of risk. There is no cetyaihat the
expenditures made by the Company in the exploratibrits property interests will result in discowsi of
commercial quantities of minerals. Exploration fomeral deposits involves risks which even a comatidm of
professional evaluation and management experieree mot eliminate. Significant expenditures are nesgli to
locate and estimate ore reserves, and furtherateldpment of a property.
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(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

4. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (con tinued)

Capital expenditures to bring a property to a conesiaéproduction stage are also significant. Thiereo assurance
the Company has, or will have, commercially viatte bodies. There is no assurance that the Comp#inye able
to arrange sufficient financing to bring ore bodi@s production.

During the year ended December 31, 2015, the Coynwante down the value of deferred exploration exjiires
relating to the Viper, Gold Bug and Drum exploratigroperties to $nil, further to a prioritisationdareview of the
recoverability of the Company’s portfolio of minemoperty assets. There were no indicators of imment on the
Company'’s other assets.

Investment in associates

Recoverability of the carrying amount of Pilot Gelihterest in associates is dependent on sucdetesielopment
and commercial exploitation, or alternatively, sallehe respective assets. Changes in any of fwgstions used in
the impairment assessment could materially affectrésult of this analysis.

iii) Deferred tax assets and liabilities
The determination of the Company’s tax expensetlier period and deferred tax liabilities involvegngficant
estimation by management. In determining these atspmanagement makes estimates of the expectéuytivh
the reversal of deferred tax assets and liabilities

The Company provides for such differences, whemnm based on management’s best estimate of thepi® outcome
of these matters.

Estimates and assumptions

The key assumptions concerning the future and dbgisources of estimation uncertainty at the répgdate that have
a significant risk of causing a material adjustnterthe carrying amounts of assets and liabilitvithin the next financial
year, are described below. The Company based #snggions and estimates on parameters availablen wihe

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

i)  Exploration and evaluation expenditures
In addition to applying judgment to determine wieettiuture economic benefits are likely to arisenfrdhe
Company’s exploration and evaluation assets or lveedctivities have not reached a stage that pgmamnieasonable
assessment of the existence of reserves, the Commmto apply a number of estimates and assungptibime
publication of a resource pursuant to Nationalrimsent 43-101, Standards of Disclosure for Minénadjects (“NlI
43-101), is itself an estimation process that im@slvarying degrees of uncertainty depending on th@wresources
are classified (i.e., measured, indicated or iefdyr The estimates directly impact when the Compdefers
exploration and evaluation expenditure. Any suchtireges and assumptions may change as new infamati
becomes available. If, after expenditures are akgdtd, information becomes available suggestiag tte recovery
of such expenditure is unlikely, the relevant caed amount is written off in the statement affjpror loss and
other comprehensive income in the period when #ve information becomes available.

ii) Deferred tax assets and liabilities
The Company is subject to assessments by varicasida authorities, which may interpret legislatidifferently
and judgement is required in determining the gld@alprovision.

5. RECENT ACCOUNTING PRONOUNCEMENTS

New relevant IFRS pronouncements that have beerdsisut are not yet effective are listed below. Mén to apply the
new standard or interpretation in the annual pefiwdvhich it is first required. Pilot Gold is ewalting the impact these
pronouncements are expected to have on its coasetidinancial statements.

Sale or contribution of assets between an investolrits associate

IFRS 10, Consolidated Financial Statements (“IFRY has been amended to address an inconsistemhegde IFRS 10
and IAS 28, Investments in Associates. The mairsequence of the amendment is that a full gain 8 i recognized
when the transaction involves a business combinatmd whereas a partial gain is recognized whentrdnsaction
involves assets that do not constitute a busifidssamendment is effective for years beginning danfi, 2016.
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Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

5. RECENT ACCOUNTING PRONOUNCEMENTS (continued)

Presentation of financial statements

IAS 1, Presentation of financial statement has bemended to clarify guidance on materiality andregation, the
presentation of subtotals, the structure of finahsfatements and the disclosure of accountingipsli The amendment is
effective for years beginning January 1, 2016.

Interim financial reporting
IAS 34, Interim financial reporting has been ameht®ei) clarify what is meant by “information dissged elsewhere in
the interim financial report” and (ii) require aoss reference to the location of that information.

Financial instruments

In July 2014 the IASB released the final versiodFRS 9, Financial Instruments (“IFRS 9”) covericigssification and
measurement of financial assets that will replak® 89, Financial Instruments: Recognition and Meaisient. IFRS 9
requires that all financial assets be classified sumbsequently measured at amortized cost or mavdhie based on a
company’s business model for managing financiaétasand the contractual cash flow characteristicthe financial
assets.

Financial liabilities are classified and subseglyemteasured at amortized cost except for finar@ailities classified as
at fair value through profit or loss, financial gatees and certain other exceptions.

The new hedge accounting model will align hedgeoanting with risk management activities undertakgran entity.
Components of financial and non - financial item mow be eligible for hedge accounting as longlesrisk component
can be identified and measured. The new hedge atiagumodel includes eligibility criteria that musé met but these
criteria are based on an economic assessment afrdmgth of the hedging relationship, which cardbtermined using
internal risk management data. New disclosure reqénts relating to hedge accounting will be resgiiand are meant
to simplify existing disclosures. The IASB currgntias a separate project on macro hedging acsviied until that
project is completed, entities are permitted toticore to apply IAS 39 for all of their hedge acctng.

On release of the final version, the IASB annourgedipdated mandatory effective date of Janua®p18. Entities are
still permitted to early adopt all or part of IFRS

Leases

IFRS 16, Leases (“IFRS 16”) was issued January2036 and provides a single lessee accounting moeguiring
lessees to recognise assets and liabilities fdeadles unless the lease term is 12 months ooldbs underlying asset has
a low value. Lessors continue to classify leasesp&sating or finance. IFRS 16 is applicable toumhmeporting periods
beginning on or after January 1, 2019.

6. RECEIVABLES AND PREPAYMENTS

December 31, December 31,

2015 2014
Sales taxes receivable $ 516,752 $ 98,738
Receivable from Orta Truva for expenditures on TOWEr - 1,102,104
Other receivables 82,441 64,324
Prepayments 180,738 253,399

$ 779,931 $ 1,518,565

Sales taxes receivable at December 31, 2015 in4@®,920 in Orta Truva; an additional $1,128,9%&lassified as
non-current and is recoverable when productionisgr on sale of the licenses held by Orta TriReceivables from
Orta Truva as at December 31, 2015 were eliminatedonsolidation pursuant to the acquisition obatwlling interest
in Orta Truva during 2015 (Note 10a)
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PILOT GOLD INC.
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Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

7. OTHER FINANCIAL ASSETS

From time to time, the Company may make strategiestments in other private or publicly traded tee#i These
investments are treated as long-term investmemtsray take the form of common shares or share paectvarrants. For
accounting purposes, Pilot Gold has determinedahgtshare purchase warrants held are derivatnandial instruments
that are held for sale and any change in fair véaui@cluded in income (loss) for the period. Tae value of share
purchase warrants is measured using the Black-8shadluation model that uses inputs that are pilynbased on

market indicators. Any common shares (equitiet) hee designated as available-for-sale and anggehan fair value is
included in other comprehensive income (loss),lwitch time as the common shares are sold, impaireatherwise

disposed of at which time any gains or losseshwlincluded in income (loss) for the period.

Inputs to fair value measurements, including tletdssification within a hierarchy that prioritizé®e inputs to fair value
measurement are summarized in the three levelrbiges below:

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

« Level2—- Inputs other than quoted prices that are observédrlehe asset or liability either directly or
indirectly; and

« Level 3— Inputs that are not based on observable market data

As at December 31, 2015, Pilot Gold holds Levebliwy securities with a total fair value of $30%4®s at December
31, 2014 the Company held only Level 1 equity siiesrwith a total fair value of $514,089.

The total amount in other comprehensive incometinglao available for sale financial instrumentsaasDecember 31,
2015 is $584,036 (as at December 31, 2014: $578,558

8. DEPOSITS

On August 1, 2012 Pilot Gold entered into a techinamd administrative services agreement (the “@ry8greement”)
with Oxygen Capital Corp. (“Oxygen”), a related tyarwhereby Oxygen provides geological, engineericayporate
development, administrative and shareholder comecatioin services to the Company at cost. As at Deee 31, 2015
Oxygen holds an advance deposit of $229,729 (Dbeer@l, 2014: $274,085) on behalf of the Compahst bn

termination of the Oxygen Agreement will be appleghinst the final three months of services. See adlated party
transactions in Note 21. The deposit is adjustedrhially to reflect the most recent three monthisadices for services
received from Oxygen.

The Company holds $289,118 in Certificates of Dépaeish a US bank, to back certain standby lettrsredit, as well
as a bond for $748,822 with the United States imtddepartment’s Bureau of Land Management (“BLNH)order to
meet bonding requirements with the BLM on its mahgiroperties in the USA. An additional $140,80té&d with the
General Directorate of Mining Affairs in order teest bonding requirements on the TV Tower property.
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Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

9. PLANT AND EQUIPMENT

Computer Furniture and Leasehold

Field equipment Equipment software fixtures improvements Total
Cost: $ $ $ $ $ $
Balance as at January 1, 2014 53,249 776,158 297,465 6,434 308,887 1,752,213
Additions 5,329 58,376 - - 13,620 77,325
Disposals and write-downs (2,768) (73,187) - - - (75,955)
Cumulative translation adjustment (266) (18,643) (10,687) (15,415) - (45,011)
Balance as at December 31, 2014 55,544 742,704 286,778 301,039 322,507 1,708,572
Additions 56,770 9,924 2,070 3,333 - 72,097
Disposals and write-downs - (154,412) - (17,560) - (171,972)
Cumulative translation adjustment (476) (33,776) (19,065) (27,498) - (80,815)
Balance as at December 31, 2015 111,838 564,440 269,78 259,314 322,507 1,527,882
Depreciation:
Balance as at January 1, 2014 20,996 484,795 265,583 5,629 231,041 1,198,108
Current period depreciation 6,696 74,515 22,538 23,827 54,542 182,118
Disposals and write-downs - (44,707) - - - (44,707)
Cumulative translation adjustment (160) (14,285) (10,532) (11,328) - (36,305)
Balance as at December 31, 2014 27,532 500,318 277,589 208,192 285,583 1,299,214
Current period depreciation 7,258 57,327 9,747 17,648 26,820 118,800
Disposals and write-downs - (130,708) - (13,592) - (144,300)
Cumulative translation adjustment (449) (27,674) (19,065) (21,502) - (68,690)
Balance as at December 31, 2015 34,341 399,263 268,271 190,746 312,403 1,205,024
Net Book Value:
As at December 31, 2014 28,012 242,386 9,189 92,847 36,924 409,358
As at December 31, 2015 77,497 165,177 1,512 68,568 a0,1 322,858

Equipment consists of automobiles,
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PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES

Currently none of the Company’s properties have lamywn body of commercial ore or any establishegnemic deposit; all are currently in the exploratgtage.
Expenditures at Haliga are recorded in the Company’s investment in TiBgkir, an equity-accounted associate (Note 11 déferred exploration expenditures
relating to the Company’s interest in several esgilon properties in Nevada and Utah have beeregatgd and are described as ‘Portfolio Projectdiartable below:

Cadillac Recovery fron TV Towetr
Total Acquitision Additions/ Write-down or third party Total Acquisition Additions/ Write-down of Total
January 1, 201 (Note 10c) Allocations disposal of ass¢ earn-in December 31, 201 (Note 102 Allocations asse’ December 31, 201
$ $ $ $ $ $ $ $ $ $
USA
Kinsley Mountain (Note 10b) 11,078,278 - 6,322,982 - - 17,401,260 - 1,695,820 - 19,097,080
Goldstrike (Note 10c) - 8,336,985 314,377 - - 8,651,362 - 1,034,579 - 9,685,941
Portfolio Projects (Note 10d) 3,805,491 - 603,133 - (79,570) 4,329,054 - 201,984 (2,091,328) 2,439,710
Total USA 14,883,769 8,336,985 7,240,492 - (79,570) 30,381,676 - 2,932,383 (2,091,328) 31,222,731
Turkey
TV Tower (Note 10a) - - - - - - 43,014,485 2,409,956 - 45,424,441
Arasanli (Note 10e) 142,583 - 455 (143,038) - - - - - -
Total Turkey 142,583 - 455 (143,038) - - 43,014,485 2,409,956 - 45,424,441
Total 15,026,352 8,336,985 7,240,947 (143,038) (79,570) 30,381,676 43,014,485 5,342,339 (2,091,328) 76,647,172
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10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES (continued)

a) TV Tower, Turkey
The Company previously held a 40% interest in Antava, which was accounted for as an equity investmOn
March 12, 2015, pursuant to having satisfied tHéodiong requirements (the “Earn-in Obligations”het Company
acquired an additional 20% interest in Orta Trstach that the Company now holds a 60% interestanentity:

a) Incur $21 million in eligible exploration expendias (“Eligible Expenditures”); and
b) Issue 6,555,000 Common Shares and 3,000,000 CorSimeme purchase warrants (“Teck Warrants”) to Teck
Madencilik Sanayi Ticaret A.(“TMST") (Note 14).

Orta Truva is now a fully consolidated subsidiafST, a subsidiary of Teck Resources Limited hdlgs remaining

40% non-controlling interest.

Orta Truva holds ticenses that comprise TV Tower.

The transaction did not meet the definition of aibass combination, and was therefore accountedsfan acquisition
of an asset in exchange for assets surrenderedordingly, the acquisition has been recorded at, dosluding

transaction costs comprising primarily of legalsfeé $272,119.

Pursuant to the funding mechanism outlined in theTbwer share-purchase and joint venture agreenagk,n order
to maintain the relative interests of TMST and @empany in Orta Truva until the Earn-in Obligatiomere satisfied,
60% of the Eligible Expenditures prior to satisfawtof the earn-in were advanced by the CompanyM&T and
accounted for as a component of the Earn-in Op@ongn-current asset, and the remaining 40% wasgded to the
Company’s interest in Orta Truva (Note 11).

The total carrying value of the Earn-in Option ahé Company’'s 40% equity interest in Orta Truvee (tO0TM
Consideration”) as at March 12, 2015 representeddtal consideration exchanged for a 60% intére€rta Truva.
The OTM Consideration was allocated to the assmfaieed based on relative fair values on a 60%sbhé#se remaining
40% was allocated to non-controlling interest. Netrent payable at the time of acquisition inclu§ds609,422 of
amounts payable to a subsidiary of the Companwthateliminated on consolidation.

Assets acquired and liabilities assumed:

Cash

Reclamation deposit
Current sales tax receivable
Long term VAT receivable
Net current payables

TV Tower mineral property

$ 196,027
157,360
884,482
976,898

(1,546,843)
43,014,485

$ 43,682,409

Consideration paid:
Earn-in Option
Investment in Orta Truva
Transaction costs

17,628,283
8,287,882
272,119

Total value of 60% interest acquired
Non-controlling 40% interest

26,188,284
17,494,125

$ 43,682,409

The value of the non-controlling interest in Ortaudia has increased by $1,746,933 during the pesinde the
acquisition of the additional 20% interest to Debem31, 2015, upon receipt of funding from the wontrolling
interest holder, TMST
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10. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES (continued)

b)

d)

Kinsley Mountain, USA
The Company holds a 79.1% interest in KG LLC (Nb%, the entity that holds the underlying lease dinelctly held
claims that comprise the Kinsley Mountain propéttgether, “Kinsley”).

The value of the non-controlling interest increabgdb487,711 during the year ended December 315 2dar ended
December 31, 2014: $1,314,773) upon receipt of ighdrom the non-controlling interest holder, IntBesources
Corporation.

Goldstrike, USA

On August 29, 2014 the Company completed the aitaui of 100% of the issued and outstanding shaf&3adillac

pursuant to a plan of arrangement for a total cmration of $7,163,905 that consisted of the follgythe “Cadillac

Consideration”): (i) 4,218,164 Pilot Gold commorasds (“Common Shares”); (ii) 4,218,164 of warraotpurchase a
Common Share (“Warrants”) for each common shar€addillac held (Note 14c); transaction costs of $98@, cash
advances of $258,653, and the fair value of exgstirarrants to purchase Common Shares of Cadill@adillac

Warrants”) and Cadillac stock options acquired 48,347 (“Cadillac Options”).

The transaction did not meet the definition of aibess combination, and was therefore accountedsf@n aquisition
of an asset.

The Cadillac Consideration was allocated to thetasacquired based on relative fair values, withekception of all
financial assets and liabilities acquired, whichreveecorded at fair value on the date of acquisitithe presumption in
IFRS 2, ‘Share Based Payments’, that the fair valuihe assets acquired can be reliably measuesibéen rebutted
and it has been determined that the fair valuehefdquity instruments granted in an arm’s lengéindaction is the
measure of the fair value of the assets received:

Assets acquired and liabilities assumed:

Cash $ 53,343
Available for sale investments 17,960
Reclamation deposit 13,740
Goldstrike mineral property 8,336,985
Net current liabilities (1,250,123)
Asset retirement obligation (8,000)
$ 7,163,905

Portfolio Project, USA

Gold Bug -The Company elected not to satisfy commitments utigeunderlying property lease agreement on J8jy 1
2015. The carrying value of the Gold Bug explomajmwoperty was consequently written down by $74D t4$nil.

Viper - On September 24, 2015 the United States Bureauaofl IManagement (“BLM”) issued Land Use Plan
Amendments severely restricting surface occupandyuse of areas inhabited by the Greater Sage &raysrotected
species of bird, in several states including Neva@lithough the area including and immediately surding the Viper
exploration property is exempt from these new ret&tns on the basis of the bulk tonnage style gtiddovery made by
the Company in 2011, management has determinedhbatestrictions have made the recoverabilityhef teferred
costs attributed to the Viper property unlikelydahe carrying value of the property was conseduewitten down by
$1,050,445 to $nil as at December 31, 2015. Thepgaoryis other properties in Nevada remain unaffected

Drum - The Company elected not to satisfy commitments uttde underlying property lease agreement. Theywayr
value of the Drum exploration property was consetjyevritten down by $300,736 to $nil as at Decentbk, 2015.

Arasanli, Turkey

The Arasanli property was written down by $143,88%nil during the year ended December 31, 2014 @sult of a
review of recoverability of the portfolio of expltion and development assets.
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11. INVESTMENT IN ASSOCIATES
Turkey

Pilot Gold owns 40% of Halilga through a 40% ownership stake in Truva Bakir Matetmeleri AS. ("Truva
Bakir"), a Turkish company that is controlled (60B§) TMST. Pilot Gold now holds a 60% interestOnta Truva

after acquiring a further 20% interest on March2@15 (Note 10a).

Truva Bakir is private, and as such fair valueshaef Company’s investment is not determinable thinoaig active

market.

Funding to Orta Truva for the year ended Decemhie2814 and through to March 12, 2015 (Note 108 ,date the

Company acquired control, includes 40% of EligiBleenditures incurred.

Truva Bakir Orta Truva
At December 31, 2013 $ 6,278,213 $ 8,680,003 $ 14,958,216
Share of loss 3,384 (66,522)
Funding by the Company 195,907 1,324,465
Foreign exchange differences (539,941) (792,443) (1,332,384)
At December 31, 2014 $ 5,937,563 $ 9,145,503 $ 15,083,066
Share of loss (52,675) (10,670)
Funding by the Company 300,999 4,175
Foreign exchange differences (965,160) (851,126) (1,816,286)
Acquisition of controlling interest (Note 10a) - (8,287,882) (8,287,882)
At December 31, 2015 $5,220,727 $ - $ 5,220,727

The summarised financial information as at Decen3iei2015 for Truva Bakir on a 100% basis is defs:

Truva Bakir

Current assets $ 452,859
Non-current assets 12,718,499
Current liabilities (119,540)
Total net assets $ 13,051,818
% interest held 40%

Company's share of net assets $ 5,220,727
Loss (131,687)
% interest held 40%

Company's share of loss $ (52,675)

As at December 31, 2015, the Company has outstgndiceivables from Truva Bakir of $39,033 that bagn

collected subsequent to period end.
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12. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31,

December 31,

2015 2014
Trade payables $ 266,870 $ 650,851
Other payables 56,018 119,306
Accrued liabilities 144,240 765,971
Amounts due to Orta Truva - 22,511
Amounts due to Truva Bakir - 28,395
Amounts due to TMST - 33,765
Decommissioning liability - current 10,000 -
$ 477,128 $ 1,620,799

Accounts payable and accrued liabilities are naerest bearing and are normally settled on 30-dayg. Amounts
due to associates and TMST, relate to cash cafisrdoonnection with the Company’s pro-rata shdreosts incurred
at Halilaga and TV Tower. Cash calls are non-interest beaaimg) are normally settled on 10-day terms. Accrued
liabilities in the comparative year include amoupts/able to employees and service providers ofGbmpany in

respect of that year's bonus amount.

13. INCOME TAXES

a) Provision for income taxes:

The recovery of income taxes differs from the antdbat would have resulted from applying combinech&dian
federal and provincial statutory tax rates for 20126.00% (2014 — 26.00%).

December 31,

December 31,

2015 2014
Loss before taxes $ (6,927,432) $ (6,709,09
Statutory tax rate 26.00% 26.00%
Expected income tax recovery (1,801,132) (1,788),3
Permanent differences 2,116,734 1,092,559
Benefit not recognized and other 159,221 651,806
Income tax expense (recovery) $ 474,823 $ -

b) A deferred tax liability of $474,823 has been retdsgd in the period ended December 31, 2015 (DeeeB1h
2014: $nil) arising from foreign exchange differeadn the tax basis of the TV Tower mineral propégld by

Orta Truva.

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

2015:

December 31, December 31,

2015 2014
Operating losses carried forward $ 29,41B,27$ 26,098,665
Equipment 569,578 580,292
Mineral properties (3,222,761) 28,
Investments and other 2,510,232 3,666,327
Total temporary differences $ 29,275,326 3,631,433

-19 -



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2015

(Expressed in United States Dollars, unless otlserwoted)

13. INCOME TAXES (continued)

d) The Company has non capital losses which may biedpp reduce future taxable income. These losgpge
between 2016 and 2035:

Canada usS Turkey Total
$13,893,000 $13,692,000 $1,832,000 $29,417,000

There are no income taxes owed by Pilot Gold &@eatmber 31, 2015.

14. SHARE CAPITAL AND CONTRIBUTED SURPLUS

a) Authorized
Unlimited Common Shares with no par value.

b) Issued

On April 2, 2014, the Company completed a bougtal dmancing for aggregate gross proceeds of CEEDIBO
($18,130,145). A syndicate of underwriters purcdasa a bought deal basis, 13,072,000 Common Shaegrice of
C$1.53 per Common Share.

On August 29, 2014 the Company completed the aitipmsof Cadillac (Note 10c), pursuant to which atal of
4,218,164 Common Shares with a fair value of C$5@B3 ($5,050,408), were issued as partial corsiider to the
shareholders of Cadillac.

See Note 22 for Common Shares issued subsequgedte@nd.

c) Stock-based compensation

For the year ended December 31, 2015, the Compasychpitalized a total of $179,505 (December 31,420
$217,825) of stock-based compensation to explorgtimperties and deferred exploration expenditures.the year
ended December 31, 2015, the Company chargedlafst4,028,821 (2014: $1,521,124) of stock-basemhgensation
expense to the statement of loss relating to shaded compensation of which $40,357 (2014: $84,B0&ributed to
property investigation and technical studies.

Pilot Gold Stock Option Plan

The Pilot Gold Stock Option Plan (2015) (the “OptiBlan”), was approved on May 12, 2015. Under énms$ of the
Option Plan, the Board may, from time to time, grememployees, officers and directors of, or cdtasis to the
Company, non-assignable options to acquire ComnmaineS (“Options”) in such numbers and for such seasimay be
determined by the Board.

The number of Common Shares which may be issuesbipnt to Options previously granted and those gdanhder
the Option Plan will be a maximum of 10% of theusd and outstanding Common Shares at the timeeogrént; the
number of Common Shares which may be reserved$oiaince to any one individual may not exceed 5#%eofssued
shares on a yearly basis.

Options granted under the Option Plan to date »eecesable over period of five years. In accordawib the Option

Plan, the exercise price of each Option shall umdercircumstances be lower than the closing mapkee of the

Company’s stock on the trading day immediately keefthe date of grant. Options granted to Directeest

immediately, the remaining Options vest in thirt$ha end of each year from the date of grant. émysideration paid
by the optionee on the exercise of Options is @@dto share capital.
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14. SHARE CAPITAL AND CONTRIBUTED SURPLUS (continued)

Option transactions and the number of Options antihg are summarized as follows. No Options expire the
period. See Note 22 for stock based compensatamten subsequent to year end.

Weighted Average

Shares Exercise Price
# C$
Balance, January 1, 2014 6,920,000 2.60
Options granted 2,555,000 1.13
Options forfeited (585,000) 2.50
Options exercised (5,000) 1.08
Balance, December 31, 2014 8,885,000 2.18
Options granted 997,000 1.11
Options forfeited or cancelled (2,956,667) 3.31
Options exercised - -
Balance, December 31, 2015 6,925,333 1.55

At December 31, 2015, Pilot Gold had incentive @pudiissued to directors, officers, employees arydckasultants 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$0.01 to C$0.99 290,000 3.28 0.81 83,333 0.88
C$1.00 to C$1.99 4,490,333 2.83 1.15 2,437,222 1.14
C$2.00 to C$2.99 1,545,000 1.69 2.13 1,171,667 2.13
C$3.00 to C$3.99 600,000 0.55 3.45 600,000 3.45
6,925,333 2.40 1.55 4,292,222 1.73

For the purposes of estimating the fair value diams using Black-Scholes, certain assumptionsnaade such as
expected dividend vyield, volatility of the markeatige of the Company’s shares, risk-free interestgand expected
average life of the Options. We base our expextaif volatility on the volatility of similar pubtly-listed companies,
as the expected life of our Options exceeds odirtgahistory.

The weighted average fair value of Options gramtedng the period determined using Black-Scholes @$0.63 per
Option. The weighted average significant input® itite model were share price of C$1.11 at the giat, exercise
price of C$1.11, volatility of 70%, dividend yielof 0%, an expected Option life of 5 years, and anual risk-free
interest rate of 0.65%. A 3.7% forfeiture rateppléed to the Option expense.

Cadillac Acquisition Stock Option Plan

Pursuant to the acquisition of Cadillac Mining Gangtion during the year ended December 31, 201d aanadjusted
for the transaction exchange ratio of 0.12195, @wmmpany assumed 67,072 Cadillac Options each o€hwis
exercisable for a Common Share. Of these, 12,1pBezkduring the year ended December 31, 2014.
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14. SHARE CAPITAL AND CONTRIBUTED SURPLUS (continued)

Cadillac Options as for the year ended Decembe@15 are summarised as follows:
Weighted Average

Shares Exercise Price
# Cs$
Balance, December 31, 2014 54,877 0.59
Options exercised (48,780) 0.41
Options expired (6,097) 2.05

Balance, December 31, 2015 - -

Restricted Share Units and Deferred Share Units

On February 3, 2015, the Company granted undetetines of the Pilot Gold Deferred Share Unit Plad1@®), 315,000
Deferred Share Units (“DSUs") to directors of thenpany, each with a fair value of $1.14. 60,000 BSikre
exercised on August 7, 2015.

On February 3, 2015, the Company granted 406,9H¥iRed Share Units (“RSUs”) under the Pilot GBI8U plan
(2014) to employees and service providers of then@my each with a fair value of $1.14 and an expiaje of
December 31, 2018.

The expense related to the DSUs and RSUs is retdndthe consolidated statement of comprehensiss iio share-
based compensation and credited to equity undetriBoted Surplus since the payment in cash or ComS8twares is at
the option of the Company.

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

Weighted

Number of Average
Warrants Exercise Price

# C$
Balance, January 1, 2014 14,362,524 2.37
Warrants issued (Note 10c) 4,218,164 2.00
Warrants expired (11,362,524) 2.20

Warrants exercised - -

Balance, December 31, 2014 7,218,164 2.42
Teck Warrants expired (3,000,000) 3.00
Warrants exercised @) 2.00
Balance, December 31, 2015 4,218,157 2.00

Warrants outstanding as at December 31, 2015 hesfaining contractual life of 0.92 years

Cadillac Warrants:

Pursuant to the acquisition of Cadillac (Note 180§l as adjusted for the transaction ratio of 0.5218e Company
assumed 135,962 Cadillac Warrants each of whicle w&ercisable for a Common Share. The exercise pfiche
Cadillac Warrants was C$1.64, and each expired areMber 15, 2014. There were no forfeitures or@ses during
this period.

See Note 22 for details of Warrants issued aftar gad.
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15. NON-CONTROLLING INTEREST

Summary financial information for KG LLC and OrtauVa is as set out below. The information belowbéore
intercompany eliminations. The loss in Orta Truekates to foreign exchange and the deferred tazresgp(Note 13).

a) Summarised Balance Sheet

KG LLC Orta Truva
As at December 31, As at December 31,
2015 2014 2015
Current
Assets $ 248,793 $ 136,611 $ 1,606,396
Liabilities (26,144) (476,146) (914,081)
Total Current net assets 222,649 (339,535) 692,315
Non-Current
Assets 20,303,891 18,482,243 23,171,223
Liabilities (52,800) (51,600) (474,823)
Total Non-current net assets 20,251,091 18,430,643 22,696,400
Net Assets $ 20,473,740 $ 18,091,108 $ 23,388,71%
b) Summarised Statement of Loss
KG LLC Orta Truva
Year ended December 31, Period frog March 12
2015 2014 December 31, 2015
Statement of Loss $ 10,210 $ - $ 1,062,862
Other comprehensive Loss - - -
Loss and other comprehensive Loss $ 10,210 $ - $ 1,062,862
¢) Summarised cash flows
Kinsley Orta Truva
Period
Year ended December 31, March 12 to
2015 2014 December 31, 2015
Net cash flow from:
operating activities $ (10,210) $ (652) $ (83,691)
financing activities 2,109,168 4,775,052 3,828,421
investing activities (1,970,087) (4,683,533) 2,636,634)
Net increase in cash 128,871 90,867 1,108,096
Cash at the beginning of the period 118,543 27,675 -
Cash at the end of the period $ 247,414 $ 118,542 $ 1,108,096

See Note 10 for transactions with non-controllinigrests.
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16. CAPITAL DISCLOSURES

Pilot Gold considers the items included in the ctidated statement of shareholders’ equity as aapManagement of
the Company manages the capital structure and nafastments to it in the light of changes in ecuitoconditions

and the risk characteristics of the underlying &ssén order to maintain or adjust the capitalicture, the Company
may issue new shares or return capital to sharet®ld The Company is not subject to externally issgbcapital

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 shatééis and benefits for other stakeholders.

17. FINANCIAL RISK MANAGEMENT

Financial Risk Management

The Company is exposed in varying degrees to @&tyaof financial instrument related risks. The Bbapproves and
monitors the risk management processes, inclugig@cumented treasury policies, counterparty lijdtsd controlling
and reporting structures.

The type of risk exposure and the way in which sexbosure is managed is provided as follows:

Credit Risk

Credit risk is the risk that one party to a finahénstrument will cause a financial loss for theer 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
high credit quality banking institutions in Canada USA and Turkey.The Company mitigates credit risk on these
financial instruments by adhering to its investmawoiicy that outlines credit risk parameters andasmtration limits.

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 anothemfirel asset. The Company manages its capital ierdiad meet short
term business requirements, after taking into agcoash flows from operations, expected capitakexjtures and the
Company’s holdings of cash and cash equivalentee Company may from time to time have to issue teudil
Common Shares to ensure there is sufficient cajpitaleet long term objectives. The Company’s faiaiabilities of
accounts payable and accrued liabilities are payaithin a 90 day period and are expected to bdddrirom the cash
held.

Interest Rate Risk

We are subject to interest rate risk with respecbdr investments in cash and short term investsnédtr 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 Compangxposed is foreign exchange risk.

Foreign Exchange Risk

The results of the Company’s operations are exptsedrrency fluctuations. To date, the Company teased funds
entirely in Canadian dollars. The majority of then@pany’s mineral property expenditures, includihg tash calls
from the Company’s 40% partner at Orta Truva an @&rtner at Truva Bakir, are incurred in Unitedt&t dollars.
The fluctuation of the CAD and the TRL in relatitmthe United States dollar will consequently haweimpact upon
the financial results of the Company.

Further, although only a portion of the Companypenditures, primarily general and administratiests 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 consolithtfinancial
statements, there may also be an impact to thetezpoalue of the Company’s assets, liabilities shdreholders’
equity as a result of the fluctuation of the CADrd@tation to the United States dollar. A 1% inceeas decrease in the
exchange rate of the US dollar against the Canathiar would result in a $38,579 increase or daseerespectively,
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17. FINANCIAL RISK MANAGEMENT (continued)

in the Company’s cash and short term investmeririzal. The Company has not entered into any derévatintracts 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.

18. COMMITMENTS

Leases

The Company has entered into operating leasesréamnipes in the United States and Turkey. Theeléasns are
between two and four years; each lease is renevedlttee end of the lease period at market ratdfic&dpremises and
other operating leases in Canada are paid to Oxym@suant to the “Oxygen Agreement”. Upon terniorabf the
Oxygen Agreement, the Company is required to indgmdxygen for costs associated with those agredsnen
obligations that had been executed or incurred kyg@n in connection with, or related to the sersipeovided to the
Company by Oxygen. These amounts, as pertainingotecancellable leases, are included in the tablevib The
aggregate lease expenditure related to Pilot Galffise premises charged to the statement of losshe year ended
December 31, 2015 is $202,201 (2014: $229,762) eathadditional $50,994 (2014: $52,673) in contingemtal
expenditures which consist of operating costs.

Total future minimum lease payments, under non-eifadzle operating leases as at December 31, 2@l&saiollows:

Year
2016 $ 222,174
2017 216,853
2018 135,99¢
2019 123,833
2020+ 484,80z

$ 1,183,660

The Company is also responsible for its share op@rty taxes and operating costs on office preniesses in Canada,
Turkey and the United States.

19. SEGMENT INFORMATION

The Company’s operations are in one segment, thi@mtion for gold, copper and other precious aasebmetals. At
December 31, 2015 and 2014 respectively, Pilot ®alsl three geographic locations: Canada, the US&, Tairkey.
The total assets attributable to the geographiations relate primarily to the exploration propestiand deferred
exploration expenditures held by the Company amdssociates, and have been disclosed in Notesdl@1a The net
loss is distributed by geographic segment perahketbelow:

Year ended December 31,

2015 2014
Canada $ 3,694,849 $ 5,591,447
USA 2,828,705 1,102,761
Turkey 878,701 14,890

$ 7,402,255 $ 6,709,098
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19. SEGMENT INFORMATION (continued)

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

Year ended December 31,

2015 2014
Canada $ 108,603 $ 85,027
USA 166,500 268,562
Turkey 47,755 55,769

$ 322,858 $ 409,358

The Company is in the exploration stage and acoghgli has no reportable segment revenues.

20. SUPPLEMENTAL CASH FLOW INFORMATION

Non-cash financing and investing transactions:
December 31, December 31,

2015 2014
Non-cash financing and investing transactions
Issuance of Common Shares and Warrants in padraideration in mineral property acquisitiorts - $ (6,342,332)
Non-cash recovery on mineral properties - 79,570
Change in fair value of financial instruments retisgd in OCI 5,478 575,538
Reclassification of losses from OCI into statenmarbss - 22,655
Stock based compensation within deferred explanaipenditures (Note 14) (179,505) (217,825)

$ (174,027) $ (5,882,394)

21. RELATED PARTY TRANSACTIONS

In addition to the following, the Company'’s relatgatties include its subsidiaries, and associateswhich it exercises
significant influence. Transactions with the Comygarassociates are described at Note 11.

Oxygen Capital Corp

Oxygen is a private company owned by three dirscamd one officer of the Company. Oxygen provigesises to the
Company and provides access to technical persomfiite rental, the use of the assets includingormiation
Technology infrastructure and other administrafiugctions on an as-needed basis that would notssacéy otherwise
be available to Pilot Gold at this stage of the @any’s development. Oxygen does not charge a féleet@€ompany,
allocating all expenses at cost. Related partystations during the period total $772,501 in exgenek, reflected in
the Company’s consolidated statement of loss amdpoehensive loss and statement of financial positiés at
December 31, 2015, Oxygen holds a refundable depb$229,729 on behalf of the Company. Additiopaks at
December 31, 2015 the Company held a payable tg&@xpf $107,319. Amounts payable were settled sulese to
December 31, 2015. See also Note 18 for detaitsoommitments related to lease arrangements.
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21. RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel

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

December 31, December 31,
2015 2014
Salaries and other short-term employee benefits $ 1,343,795 $ 1,049,396
Share-based payments 548,581 850,810
Total $ 1,892,376 $ 1,900,206

22. SUBSEQUENT EVENTS

Private placement

On March 4, 2016, the Company completed a non-lecka private placement for a total of C$4,473,@66 “Private
Placement”). Under the Private Placement, a tdtal7¢893,000 units of Company (“Units”) were issuada price of
C$0.25 per Unit. Each Unit consists of one Commabar8 and one half of one Common Share purchaseamtarr
(“Private Placement Warrant”). Each Private Placangarrant entitles the holder to acquire one Comi8bare at an
exercise price of C$0.40 for a period of 2 years.

Stock Based Compensation
On March 17, 2016, the Company granted 4,482,5060@% 153,000 DSUs and 125,000 RSUs to directors,

employees and service providers of the Company. Qpigons have an exercise price of C$0.52. Empldyp&ons
vest in thirds over three years and expire aftgedis. The fair value of the DSUs and RSUs was3%0.4
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