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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, 2011, December 31,
2010 and January 1, 2010 and the consolidated statements of loss and comprehensive loss, changes in
equity and cash flows for the years ended December 31, 2011 and December 31, 2010, 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 audits 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.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at December 31, 2011, December 31, 2010 and January 1, 2010 and its financial
performance and its cash flows for the years ended December 31, 2011 and December 31, 2010 in
accordance with International Financial Reporting Standards.

’%WW LLP

Chartered Accountants
Vancouver, British Columbia
March 28, 2012

PricewaterhouseCoopers LLP Chartered Accountants
PricewaterhouseCoopers Place, 250 Howe Street, Suite 700, Vancouver, British Columbia, Canada V6C 3S7
T: +1 604 806 7000, F: +1 604 806 7806, www.pwc.com/ca

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership, which is a member firm of PricewaterhouseCoopers International Limited, each member
firm of which is a separate legal entity.



PILOT GOLD INC.
Consolidated statements of loss and comprehensivass
(Expressed in US Dollars)

Operating expenses
Stock based compensation (Note 13)
Property investigation (Note 14)
Office and general
Wages and benef
Professional fees
Investor relations, promotion and advertising
Depreciation
Listing and filing fees

Loss on disposal and write down of plant and eqgaiginiNote 8)
Write down of assets held for sale (Note 7(c))
Write down of VAT receivable (Note 6)

Loss from operations

Other income (expenses)
Change in fair value of financial instruments (N8je
Other expenses
Income (loss) from associates (Note 10)

Finance income (charges)
Foreign exchange gains (losses)

Loss before tax
Income tax (expense) recovery (Note 12)

Loss for the period

Other comprehensive income (loss)
Exchange differences on translating foreign afiens
Net fair value loss on financial assets (Note 9)
Exchange on unrealized loss on long-term investnent

Other comprehensive income (loss) for the peried ofitax

Total loss and comprehensive loss for the period

Loss per share

Basic and diluted

Common shares
Basic and diluted (Notes 1 and 13)

Year ended December 31,

2011 2010
$ $
5,900,670 210,696
1,707,421 -
1,241,232 201,863
1,201,22 353,44¢
466,283 127,345
335,822 43,282
324,448 383,623
303,645 -
89,490 -
137,984 -
290,110 -
11,998,334 1,320,254
(38,575) (72,097)
(47,392) -
4,762 (92,199)
231,643 -
56,951 (23,855)
207,389 (188,151)
(11,790,945) (1,508,405)
(49,985) 1,203
(11,840,930) (1,507,202)
(1,523,756) 52,711
(83,701) (8,770)
27,907 -
(1,579,550) 43,941
(13,420,480) (1,463,261)
(021) 3 (0.03)
55,281,973 50,701,927



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

Asset:
Current assets

Cash

Short term investments
Receivables (Note 6)
Prepayments

Assets held for sale (Note 7(a))

Total current assets

Non-current assets

Exploration properties and deferred explorationeexfitures (Note 7)

Plant and equipment (Note 8)
Reclamation deposits

Other financial assets (Note 9)
Investment in associates (Note 10)
Total non-current assets

Total asset

Liabilities and Shareholders' Equity

Current liabilities

Accounts payable and other liabilities (Note 11)
Decommissioning liability

Total current liabilities

Non-current liabilities

Deferred tax liabilities (Note 1
Other liabilities

Total non-current liabilities

Shareholders' equity

Share capital (Note 13)

Contributed surplus (Note 13)

Accumulated other comprehensive income (loss)
Accumulated deficit

Total shareholders' equity

Total liabilities and shareholders' equity

Commitments (Note 17)

Segment information (Notes 7 and 18)
Related party transactions (Note 19)
Subsequent events (Note 20)

As at December 31,

As at December 31,

As at Janyary 1

2011 201C 201C
$ $ $
7,391,497 86,966 218,526
11,028,857 - -
309,295 265,113 239,039
165,863 21,389 8,641
- 27,724 -
18,895,512 401,192 466,206
9,129,967 3,053,770 370,57
714,024 930,888 726,6¢
250,283 12,858
456,870 419,133
8,046,606 J @9 875,82
18,597,750 7,508 1,973,07
37,493,2¢ 7,905,17 2,439,2¢
999,502 74,807 35,01
50,484 -

1,049,986 74,807 35,01
52,52 2,55 3,7¢
21,137 -

73,673 2,550 3,7¢
92,123,392 1,208
6,599,039 10,215 4,340,6¢
(1,349,229) 0ZR21 186,3¢
(61,003,599) (3,66) (2,126,553)
36,369,603 7,88 2,400,51
37,493,2¢ 7,905,17 2,439,2¢

These financial statements are approved by thedtevat authorised for issue on March 28, 2012:

"Donald Mclnnes, Director

"Sean Tetzlaff Director



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

Accumulated other

Contributed comprehensive Accumulated
Number of shares Share capital surplus (loss) income deficit Total
# $ $ $ $ $

Balance as at January 1, 2010 - - 4,340,689 186,380 (2,126,553) 2,400,516
Shares issued on incorporation of Pilot Gold Ihoté 1 & 13) 2,500,000 215,000 - - - 1,215,000
Funding and expenses paid by Fronteer and itsdiaties (Note 1) - - 1,044,282 - - 1,044,282
Net assets contributed by Fronteer and its subigdiéNote 1) - - 4,631,276 - - 4,631,276
Unrealized loss on long-term investments - - - (8,770) (8,770)
Cumulative translation adjustment - - - 52,711 - 52,711
Net loss for the period - - - - (1,507,202) (1,507,202)
Balance as at December 31, 2010 2,500,000 1,215,000 10,016,247 230,321 (3,633,755) ,8277813
Funding and expenses paid by Fronteer and itsdiaties (Note 1 & 13) - - 10,131,534 - - 10,131,534
Net assets contributed by Fronteer and its subsdigNote 1 & 13) - - 46,485,989 - - 46,485,989
Adjustment for shares issued in connection withFronteer Arrangement (Note 13) - - (66,633,770) - (45,528,914) (112,162,684)
Shares issued pursuant to the Fronteer Arrangement 48,201,952 66,633,770 - - - 66,633,770
Unrealized loss on long-term investments - - - (83,701) - (83,701)
Exchange on unrealized loss on long-term investnent - - - 27,907 - 27,907
Shares issued as a result of financing 8,333,334 25,810,450 - - - 25,810,450
Share issue costs - (1,635,968) - - - (1,635,968)
Shares issued as consideration for option on nlipesgerty (Note 7(b)) 50,000 100,140 - - - 100,140
Cumulative translation adjustment - - - (1,523,756) - (1,523,756)
Stock based compensation - - 6,599,039 - - 6,599,039
Net loss for the period - - - - (11,840,930) (11,840,930)
Balance as at December 31, 2 59,085,28¢ 92,123,392 6,599,03¢ (1,349,229 (61,003,59¢ 36,369,60:




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

Year ended December 31,
2011 2010
$ $

Cash flows from operating activities

Loss for the period (11,840,930) (1,507,202)
Adjusted for:
Stock based compensation 5,900,670 210,696
Stock based compensation included in Property tigagson 431,187 -
Depreciation 324,448 383,623
Write-down of assets held for sale 137,984 -
Write-down of VAT receivable (Note 6) 290,110 -
Change in fair value of financial instruments 38,575 72,097
Non-cash other income 23,323 -
Loss on disposal of property and equipment 95,329 -
Income from associates (4,762) 92,199
Foreign exchange (16,112) 23,855
Change in provision 21,137
Deferred income taxes 49,985 1,203
Interest income on short term investments (105,774) -
Movements in working capital:
Accounts receivable and prepayments (71,103) (15,589)
Accounts payable and other liabilities 250,264 15,978
Net cash used by operating activities (4,475,669) (723,140)
Cash flows from financing activities
Funding received from Fronteer for operations 1,176,472 6,612,944
Cash received from financing 25,810,450 -
Share issue costs (1,635,968) -
Cash received pursuant to the Fronteer Arrangement 9,819,540 -
Net cash generated by financing activities 35,170,494 6,612,944
Cash flows from investing activitie!
Change in working capital attributable to defereegloration expenditures 228,573 581
Purchase of short term investme (11,274,9¢ (500,0¢
Purchase of property and equipn (199,9¢ (572,9:
Proceeds from sale of capital equipn 5,8
Investment in Associat (4,693,3¢ (2,187,7:
Acquistion of mineral properti (350,0( (1,675,0(
Interest in exploration properties and deferredagpion expenditures (5,938,6: (1,078,3!
Recoveries on mineral properties 140,000 -
Purchase of reclamation deposits (250,000) (12,858)
Net cash used by investing activities (22,332,561) (6,026,283)
Effect of foreign exchange rates (1,057,733) 4,919
Net increase (decrease) in cash and cash equivalent 7,304,531 (131,560)
Cash at beginning of period 86,966 218,526
Cash at end of the period 7,391,497 86,966




PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(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 1650 — 1055 West Hastings Street, VancoBréish Columbia, V6E 2E9.

The Company was incorporated as “7703627 Canadd twc November 18, 2010, under the Canada Business
Corporations Act. Articles of amendment were sgheatly filed on November 29, 2010, to change thma of the
Company to Pilot Gold Inc.

On February 3, 2011, Pilot Gold, Fronteer Gold Iftf€ronteer”), and Newmont Mining Corporation (“Nevent”)

entered into an arrangement agreement (“Arrangergrgement”) pursuant to which Newmont acquiredodlthe

outstanding common shares of Fronteer by way daa pf arrangement (the “Fronteer Arrangement”)jclvtbecame
effective on April 6, 2011. At that time, Pilot Gloteased to be a wholly-owned subsidiary of Frantee

The shareholders of Fronteer approved the Fromdeemgement at a special meeting held on March 2311,1.

Pursuant to the Fronteer Arrangement, subsidiasfeBronteer transferred to Pilot Gold the followigsets and
liabilities in exchange for the issuance of 192,807 common shares of Pilot Gold (“pre-consolidatimmmon
shares”). In connection with the Fronteer Arrangatn the pre-consolidation common shares were inatedy

consolidated on a one-for-four basis (the “Commbar8&s”):

i. unpatented mining claims known as the Anchor, Baf#ings, New Boston, Stateline, Easter, Viper @ottl
Springs 2 projects to Pilot Gold USA Inc. (“PiloS"), in exchange for (i) $1.1 million, and (ii)ehtransfer
by way of assignment back to Fronteer of the SMdhitor property;

ii. certain assets and liabilities in Elko, NV, inclogioffice equipment and furniture, fixed assetanpoter
hardware and software, and certain technical ddtded to the exploration properties transferredxchange
for $795,632;

iii. all of the issued and outstanding shares of Pilgestments Inc. (“PII”) (formerly, Fronteer Investnt Inc.)
for a purchase price equal to the fair value ofsP$hares (approximately $52.25 million), which dolthe
respective 40% interests in Orta Truva Maden Isdégm AS. (“Orta Truva”) and Truva Bakir Maden
Isletmeleri AS. ("Truva Bakir") the legal joint venture entitidsat hold the TV Tower Project and the Halda
Project;

iv. 2,000,000 common shares in the capital of Rae \G&aldining Company (“Rae Wallace”), 1,000,000 watsan
to purchase common shares of Rae Wallace, therofgtiearn a 51% interest in up to two properties Rae
Wallace owns or acquires; and

v. C$9.58 million ($9.82 million) in cash, a 40% benid interest in the Dededagi exploration propdrty
Turkey, and the physical assets of the Vancouviezeof

The approval of the Fronteer Arrangement has besarmiined for accounting purposes to representtaotiee
completion of the transaction; as such, March 31, 12is the deemed effective date (the “EffectivaeDaof the
Fronteer Arrangement for consolidated financialesteent reporting purposes.

Pursuant to the Fronteer Arrangement, Fronteerebbiders received $14.00 in cash and one pre-ddasioh
common share for each common share of Fronteer.etiiately following closing of the Fronteer Arrangemb,
approximately 80.1% of Pilot Gold was held by fornsbareholders of Fronteer, and 19.9% was held éyrhbnt.
The Common Shares began trading on the TSX on ApriR011 under the symbol “PLG".



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

2. NATURE OF OPERATIONS

Pilot Gold is an exploration stage business engagedtie acquisition and exploration of mineral pedpes located
primarily in the United States and Turkey. The Campis focused on the acquisition, exploration dedelopment of
mineral resource properties located in attractivrgimg jurisdictions.

The Company has not yet determined whether itsgutigs contain mineral reserves that are econolyitatoverable.
The continued operations of the Company and thevezability of the amounts capitalized for minepabperties is
dependent upon the existence of economically reable reserves, the ability of the Company to obthée necessary
financing to complete the exploration and developima such properties and upon future profitabledpiction or
proceeds from the disposition of the properties.

3. BASIS OF PRESENTATION AND FIRST-TIME ADOPTION OF IN TERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRS”)

These consolidated financial statements, includmgparative figures, have been prepared using atiogupolicies in
compliance with International Financial Reportingr&lards (“IFRS”) issued by the International Aatting Standards
Board (“IASB”) and interpretations of the Interratal Financial Reporting Interpretations CommittdeRIC”). The
disclosures concerning the transition from Cana@enerally Accepted Accounting Principles (“GAAR?Y) IFRS are
included in Note 21.

The consolidated financial statements were autbdrior issue by the Board of Directors (the “Boardit March 28,
2012.

The basis of preparation of these consolidatedn@iiz statements is different to the audited anrugisolidated
financial statements of Pilot Gold for the periogrih 23, 2010 to December 31, 2010, and those efEkploration
Properties Business of Fronteer Gold Inc. (the 1&rgiion Properties Business”) for the year endestddnber 31,
2010, each prepared in accordance with Canadianf;Adue to the first time adoption of IFRS, anétchange in the
Company’s presentation currency from the Canadalad(“C$”) to United States dollars.

IFRS 1 —First-time Adoption of International Financial Reping Standard4"“IFRS 1”) governs the first-time adoption
of IFRS. IFRS 1 in general requires accountinggms under IFRS to be applied retrospectively ébetmnine the
Company’s opening statement of financial positienoé the transition date of January 1, 2010, amhawal certain
exemptions. The Company has elected not to apphyoénhe optional IFRS 1 elections, and has appliRS fully
retrospectively.

Change in reporting currency

Effective January 1, 2010, the Company changedep®rting currency to the United States dollar. Thange in
reporting currency is to better reflect the Compaiysiness activities and to improve investordlitglio compare the
Company’s financial results with those of other Iphp traded businesses in the gold mining industiyrior to January
1, 2010, Pilot Gold and the Exploration Propertissiness reported their respective consolidateterseents of
financial position and related consolidated stat@mef loss and comprehensive loss, statementhasfges in equity
and cash flows in Canadian dollars. The changthéoCompany’s reporting currency has been accdufaein
accordance with IAS 21Fhe Effects of Changes in Foreign Exchange Ratesme and expenses have been translated
at the average exchange rate for each period asetsadiabilities and equity have been translatedha closing
exchange rate at each balance sheet date. Thésedfahis change have been applied fully retrospely. All resulting
exchange differences are reported as a separatpooemt of shareholders’ equity titled “Cumulativeaislation
Adjustment”.

Continuity of interest

As the shareholders of Fronteer continued to huodil respective interests in Pilot Gold; there wagesultant change
of control in either the Company, or the assets business acquired. The Fronteer Arrangement tas been
determined to be a common control transaction tesdeen accounted for on a continuity of intevasts.

-6-



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

3. BASIS OF PRESENTATION AND FIRST-TIME ADOPTION OF IN TERNATIONAL FINANCIAL
REPORTING STANDARDS (“IFRS”) (continued)

In accordance with the continuity of interest badisiccounting, these audited consolidated findrst&ements reflect
the assets, liabilities, operations and cash flofaRilot Gold and those of the Exploration PropgestBusiness as if Pilot
Gold and the Exploration Properties Business hadhyd been the combined entity, operating indepehderi
Fronteer, through to the Effective Date.

Assets, liabilities, operations and cash flows rded in the consolidated financial statements fer year ended
December 31, 2011 reflect cash flows, expenditaras activities of Pilot Gold accounted for in actamice with the
continuity of interest basis through March 30, 2@ht the actual cash flows, expenditures and &esvof Pilot Gold
from March 31, 2011 through to December 31, 201dcotdingly, these consolidated financial statemshtsuld be
read in conjunction with the consolidated annuahficial statements to December 31, 2010 of Pildd @ad of the
Exploration Properties Business, respectively.

The percentage derived from the total exploratiopeaditure, up to the Effective Date, incurred griteer through
each respective period on Pilot Gold’'s propert®sr Fronteer's total exploration and developmempesaditures for
those same periods, was used to determine the @pimbalance to record in these consolidatecdiiz statements
for those items of general and administrative expenwages and salaries stock based compensati@trer overhead
costs not directly chargeable to the Company thmot@ March 30, 2011. Fronteer’s funding of the earout
exploration asset and liabilities and past carvedaperations through March 30, 2011 is presentedceatributed
surplus.

Because the balances presented are based on thetamecorded by Fronteer as if Pilot Gold had memdependent
operator through March 30, 2011, management cautieaders of these audited consolidated finantagments, that
the allocation of expenses in the statements &f floisthe current and comparative periods doesaoessarily reflect
the nature and level of the Company'’s future ojiegagxpenses.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies used in the prapan of these consolidated financial statemeressat out below.

(a) Continuity of interest basis of accounting

There is currently no guidance in IFRS on the anting treatment for combinations among entitiesarncbmmon
control. IAS 8 —Accounting policies, changes in accounting estisated errors(“lAS 8”) requires management, if
there is no specifically applicable standard oéiiptetation, to develop a reliable policy thatekevant to the decision
making needs of users.

The Company has determined to apply the concepbwtinuity of interest basis of accounting for saations under
common control as detailed under United States rgépeaccepted accounting principles (“US GAAP"US GAAP
requires an acquirer in a combination between ieatior businesses under common control to recoghigeassets
acquired and liabilities assumed in the transaciotiheir carrying amounts in the accounts of taadferring entity at
the date of the transfer.

(b) Basis of measurement

The consolidated financial statements have beepapee under the historical cost convention, exdeptfinancial

assets classified as available-for-sale and fdinevéhrough profit and loss which are measuredaat falue. These
consolidated financial statements have been prdpaseng the accrual basis of accounting, exceptcish flow
information.

(c) Basis of consolidation
The financial statements of Pilot Gold consolidaie accounts of Pilot Gold Inc. and its subsideri#ll intercompany
transactions, balances and unrealized gains asdddsom intercompany transactions are eliminatedomsolidation.

-7-



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

Subsidiaries are those entities that Pilot Goldtrods by having the power to govern the financial soperating
policies. The existence and effect of potentiaingtights that are currently exercisable or cotikbr are considered
when assessing whether Pilot Gold controls anathéty. Subsidiaries are fully consolidated frone tate on which
control is obtained by Pilot Gold and are de-coidsdéd from the date that control ceases.

The principal subsidiaries of Pilot Gold and thggiographic locations at December 31, 2011 werelmsf:
Name of subsidiary Principal activity Location Proportion of

ownership interest
and voting power held

Pilot Gold USA Inc. Mineral exploration  United 8ta 100%
Agola Madencilik Limited Sirketi (“Agola™”  Mineral exploration ~ Turkey 100%
Pilot Holdings Inc. Holding company Cayman Islands 100%
Pilot Investments Inc. Holding company Cayman Ildlan  100%

@ Ownership of Agola is subject to nominal share wit holdings required to meet the statutory numtfeshareholders or unit
holders under Turkish law. Such nominal sharesuaniid are held by a director of Pilot Gold, for thenefit of the Company.

(d) Investments in associates

The Company conducts a portion of its businessutitioequity interests in associates. An associasn isntity over
which Pilot Gold has significant influence, but nmntrol. The financial results of Pilot Gold’s gstments in its
associates are included in Pilot Gold’s resultoeting to the equity method. Under the equity mdthibe Company’s
investment in an associate is initially recognizdcost and subsequently increased or decreaseecognize the
Company's share of earnings and losses of theiatsand for impairment losses after the initiaagnition date. The
Company’s share of an associate’s losses thaharciess of its investment in the associate agrézed only to the
extent that the Company has incurred legal or cocste obligations or made payments on behalhefdassociate. The
Company's share of earnings and losses of ass®@atecognized in net income (loss) during theoperits share of
other comprehensive income (loss) of associatemdsided in other comprehensive income (loss). ribistions
received from an associate are accounted for @dution in the carrying amount of the Companyigesiment.

Intercompany transactions between Pilot Gold amdssociates are recognized in the Company’s ddased financial
statements only to the extent of unrelated investiterests in the associates. Intercompany bekretween the
Company and its associates are not eliminated.edlized gains on transactions between Pilot Gottlaanassociate
are eliminated to the extent of Pilot Gold’'s in&rén the associate. Unrealized losses are alsungted unless the
transaction provides evidence of an impairmenhefdsset transferred. Dilution gains and lossaigrirom changes
in interests in investments in associates are rézed in the statement of loss.

At the end of each reporting period, Pilot Goldegsgs whether there is any objective evidenceithatvestment
interests in associates are impaired. If impaitkd, carrying value of Pilot Gold’'s share of the erging assets of
associates is written down to its estimated reaheramount (being the higher of fair value lesst to sell and value
in use) and charged to the statement of loss. Vdmeimpairment loss reverses in a subsequent pdtiedcarrying
amount of the investment in associate is incre&sele revised estimate of recoverable amount ¢cettient that the
increased carrying amount does not exceed theiggramount that would have been determined hadrgairment
loss not been previously recognized. A reversalrofmpairment loss is recognized in net earningssjlin the period
the reversal occurs.



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(e) Foreign currencies

Items included in the financial statements of eawtfity in the Company are measured using the cayrehthe primary
economic environment in which the entity operathe (functional currency”). These consolidated fioial statements
are presented in United States dollars, changedctafé January 1, 2010. The translation has begqliedp
retrospectively (note 3).

In preparing the financial statements of the imdlinal entities, transactions in currencies othemthlize entity’s
functional currency (foreign currencies) are reeordt the rates of exchange prevailing at the dstdse transactions.
At the end of each reporting period, monetary itedlesominated in foreign currencies are retranslatethe rates
prevailing at that date, giving rise to foreign leange gains and losses in the statement of loss.

The functional currency of Pilot Gold Inc. is Caraddollars; for the purpose of presenting constéd financial
statements, the assets and liabilities of the Coyipdoreign operations are expressed in UnitedeStdollars using
exchange rates prevailing at the end of the rampnieriod. Income and expense items are transkdtéide average
exchange rates for the period, unless exchange ftattduated significantly during that period, Iris case, the exchange
rates at the dates of the transactions are usentyErpnsactions are translated using the exchaatgeat the date of the
transaction. Exchange differences arising fromtasaed liabilities held in foreign currencies, aeeognised in other
comprehensive income (loss) as cumulative trawosladjustments.

When an entity disposes of its entire interest iforeign operation, or loses control, joint control significant
influence over a foreign operation, the foreignrency gains or losses accumulated in other compsegdhe income
(loss) related to the foreign operation are recogphin profit or loss.

(f) Cash
Cash comprises cash on hand, deposits in bankardhatadily convertible into a known amount oftcas

(9) Exploration properties and deferred exploratiexpenditures

Acquisition and exploration expenditures on prapsrtare deferred until such time as the propemries put into
commercial production, sold or become impaired st€incurred before Pilot Gold has obtained leigdits to explore
an area are recognized in the statement of lossei@eexploration expenditures are charged to éipasain the period
in which they are incurred. Pilot Gold recognitles payment or receipt of amounts required undéoomgreements
as an addition or reduction, respectively, in thekbvalue of the property under option when paideaeived.

Once the technical feasibility and commercial Jigpof the extraction of mineral resources in apaof interest are
demonstrable, exploration and evaluation assetbwtible to that area of interest are first tedtadimpairment and
then reclassified to mining property and developnassets within property, plant and equipment.

Although we have taken steps to verify title to erad properties in which we have an interest, iooatance with
industry standards for the current stage of exfitlamaof such properties, these procedures do natagtee our title.
Property title may be subject to unregistered pagmeements or transfers and may be affected bgtecied defects.

(h) Property, plant and equipment

Property plant and equipment is carried at cosg #ccumulated depreciation and accumulated impairfosses. Cost
consists of the purchase price, any costs dirattlibutable to bringing the asset to the locatod condition necessary
for its intended use and an initial estimate of ¢hets of dismantling and removing the item andorégsy the site on
which it is located. Subsequent costs are includdtie asset’s carrying amount or recognised asparate asset, as
appropriate, only when it is probable that futucereomic benefits associated with the item will fleavPilot Gold and
the cost can be measured reliably. Repairs andtem@ince costs are charged to the statement ofllossy the period
in which they are incurred.



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

The major categories of property, plant and equigmeted below are depreciated over their estimasedul life 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 explorasiarapitalized to deferred exploration expenditufdanagement
reviews the estimated useful lives, residual vakmes depreciation methods of the Company’s pladtequipment at
the end of each financial year and when eventscandmstances indicate that such a review shoulchége. Changes
to estimated useful lives, residual values or deptien methods resulting from such review are aoted for
prospectively.

Where an item of plant and equipment comprises magjmponents with different useful lives, the comgiats are
accounted for and depreciated as separate iteplamtfand equipment.

Expenditures incurred to replace a component oftem of property, plant and equipment that is aoted for
separately, including major inspection and overleaplenditures, are capitalized, if the recognitidteria are satisfied.

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

(i)  The non-current asset or disposal group is aval&ir immediate sale in its present condition scibjmly 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 iole:

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) muscheedy marketed for sale at a price that is reabbain
relation to its current fair value;

d. The sale should be expected to qualify for recogmids 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 ingti¢hat it is unlikely that significant changesthe plan
will be made or that the plan will be withdrawn.

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

(j) Impairment of long-lived assets

Plant and equipment, exploration properties anérdedl exploration expenditures are tested for impant whenever
events or changes in circumstances indicate tleatdnrying amount may not be recoverable. An inmpent loss is
recognised for the amount by which the asset'sycagramount exceeds its recoverable amount. Thevezable
amount is the higher of an asset’s fair value tesgs to sell and value in use. Impairment is agsksn an asset-by-
asset basis. Non-financial assets that sufferecimmgnt are reviewed for possible reversal of thpadirment at each
reporting date.
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PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)
(k) Provisions and constructive obligations

Provisions, including environmental restorationstinecturing costs and legal claims are recogniséenwv the
Company has a present legal or constructive olbigads a result of past events; it is probable #mbutflow of
resources will be required to settle the obligatiand the amount has been reliably estimated. §ioms are not
recognised for future operating losses. A provis®necognised even if the likelihood of an outflauith respect to
any one item included in the same class of obbgatimay be small.

Constructive obligations are obligations that deffiom the Company’s actions where:
(i) An established pattern of past practice, publispelicies or a sufficiently specific current staterhethe
Company has indicated to other parties that itagtept certain responsibilities; and
(i) As a result, Pilot Gold has created a valid exgiexteon the part of those other parties that it @ischarge
those responsibilities.

Where the time value of money is material, provisiare measured at the present value of the expezsliexpected
to be required to settle the obligation using atprerate that reflects current market assessnwdritge time value of
money and the risks specific to the obligation. Ti@ease in the provision due to passage of tsneg¢ognised as
interest expense. As at December 31, 2011, the @oynpas recorded $71,621 for provisions and cocistei

obligations.

(I) Significant Accounting Judgments and Estimates
The preparation of financial statements in confoymiith generally accepted accounting principleguiees
management to use estimates and assumptions fibett the reported amounts of assets, liabilitie expenses.

i) Review of asset carrying values and impairmentsasaent

In accordance with the Company’s accounting paiagh asset is evaluated every reporting period to
determine whether there are any indications of impent. If any such indication exists, a formalirestte of
recoverable amount is performed and an impairnuast is recognized to the extent that the carrymgumt
exceeds the recoverable amount. The recoverablardmban asset is measured at fair value less tosell.

The most significant assets assessed include the ghour investment interests in associates thadarrying
value of our exploration properties and deferregl@ation expenditures. There were no assumptions
underlying our estimate of recoverability of thessets that relate to matters defined as highlgrtmia at the
time these estimates were made. Recoverabilithefcarrying amount of the exploration propertesd of

our interest in associates is dependent on suctetsfelopment and commercial exploitation, orrakively,
sale of the respective assets. Changes in anyeoAssumptions used to determine impairment testinty
materially affect the result of our analyses.

At December 31, 2011, we reviewed the carrying eatdi our asset and determined that there were no
indicators of impairment.

i) Decommissioning and restoration provisions

Decommissioning and restoration costs are a nocoraequence of exploration. The Company’s accogntin
policy requires the recognition of such provisiertgen the obligation occurs. The initial provisicars
periodically reviewed during the life of the projéc reflect known developments, e.g. updated estinates
and revisions to the estimated lives of the prgjedthe ultimate magnitude of these costs is uagrand cost
estimates can vary in response to many factoradinal) changes to the relevant legal requiremeimés, t
emergence of new restoration techniques or expegien other sites. The expected timing of expenglitan
also change. As a result there could be signifiadpistments to the provision for decommissionimigich
would affect future financial results.
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PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

ii)

Determination of the fair value of share-based cengation

The fair value of stock options granted is computedetermine the relevant charge to the incontersiant,
and liability if applicable. In order to computegtiair value the Company uses a Black-Scholesngimodel
that inherently requires management to make vagstimates and assumptions in relation to the eggdédife
of the award, expected volatility, risk-free rateldorfeiture rates.

Changes in any of these inputs could cause a gignifchange in the share-based compensation expens
charged in a period.

The assumptions with the greatest potential impadhe calculations are the volatility and the exted life.
We base our expectation of volatility on the vditgtiof similar publicly-listed companies, as thepected life
of our stock options exceeds our trading history.

Deferred tax assets and liabilities

The determination of the Company’s tax expenséhemperiod and deferred tax liabilities involvegngficant
estimation and judgment by management. In detengitliese amounts, management interprets tax législa
in a variety of jurisdictions and makes estimatethe expected timing of the reversal of deferi@ddssets
and liabilities. The Company is subject to assesssn@y various taxation authorities, which may iiptet
legislation differently. These differences may afféhe final amount or the timing of the paymentaes.

The Company provides for such differences, whemwmn based on management’s best estimate of the
probable outcome of these matters.

Functional currency

The determination of a subsidiary’s functional emcy often requires significant judgement wherepttimary
economic environment in which they operate maybeotliear. This can have a significant impact on the
consolidated results of the Company based on tteégio currency translation method required.

Management believes that the estimates are redsonab

(m) Income taxes

Income tax comprises current and deferred tax.nctax is recognized in the statement of loss éxoethe extent that
it relates to items recognized directly in equityywhich case the income tax is also recognizegctly in equity.
Current tax is the expected tax payable on theblex@come for the year, using tax rates enactedubstantively
enacted, at the end of the reporting period, aydadjustment to tax payable in respect of previmess.

In general, deferred tax is recognized in respédemporary differences arising between the taxebas assets and
liabilities and their carrying amounts in the cdigated financial statements. Deferred income tadétermined on a
non-discounted basis using tax rates and lawshidnat been enacted or substantively enacted atafhade sheet date
and are expected to apply when the deferred tast asdiability is settled. Deferred tax assets @eognized to the
extent that it is probable that the assets carbt®vered.

Deferred income tax is provided on temporary déferes arising on investments in subsidiaries asdcéges, except,
in the case of subsidiaries, where the timing efréwversal of the temporary difference is contcbldg Pilot Gold and it
is probable that the temporary difference will rterse in the foreseeable future.

Deferred income tax assets and liabilities areguesl as non-current.
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PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(n) Earnings or loss per share

Earnings per share is calculated by dividing theeaenings (loss) available to common sharehollgrthe weighted
average number of common shares outstanding dtigeporting period. The calculation of diluteatréngs per
share assumes that outstanding options and warmeatexercised and the proceeds are used to rgsercdommon
Shares at the average market price of the sharabd@eriod. The effect is to increase the nundfeshares used to
calculate diluted earnings per share and is orggeized when the effect is dilutive.

(o) Financial instruments

Financial assets and liabilities are recognizednwRiéot Gold becomes a party to the contractuavigions of the
instrument. Financial assets are derecognized wieerights 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 andntiieamount reported in the statement of finarmigition when there is
a legally enforceable right to offset the recogdiaenounts and there is an intention to settle netdoasis, or realize the
asset and settle the liability simultaneously.

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

(i) Financial assets and liabilities at fair value thgl profit or loss: A financial asset or liability classified in
this category if acquired principally for the puggoof selling or repurchasing in the short-termrigives are
also included in this category unless they aregiesed as hedges. The instruments held by the Gompa
classified in this category are share purchaseantsr

Financial instruments in this category are recogphiinitially and subsequently at fair value. Trartigen costs
are expensed in the statement of loss. Gains asédaoarising from changes in fair value are preseint the
statement of loss within other gains and lossekémperiod in which they arise. Financial assets labilities

at fair value through profit or loss are classifesicurrent except for the portion expected toeladized or paid
beyond twelve months of the balance sheet dateshwhiclassified as non-current.

(i) Available-for-sale investments: Available-for-sal@estments are non-derivatives that are eitheigdated in
this category or not classified in any of the otbategories. Pilot Gold has classified certaint®floang-term
investments in this category.

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

Interest on available-for-sale investments, catedaising the effective interest method, is recoephiin the
statement of loss as part of interest income. @ivits on available-for-sale equity instruments aocegnized

in the statement of loss as part of other gains lasdes when Pilot Gold’s right to receive paymisnt
established. When an available-for-sale investnemsold or impaired, the accumulated gains or bsse
moved from accumulated other comprehensive incdoss)(to the statement of loss and included inrothe
gains and losses.

(iv) Loans and receivables: Loans and receivables aredadvative financial assets with fixed or detarable
payments that are not quoted in an active markiédt Bold’'s loans and receivables are comprised of
‘Receivables’ and ‘Cash’, and are included in cotrrassets due to their short-term nature. Loans and
receivables are initially recognized at the amoexpected to be received less, when material, adigcto
reduce the loans and receivables to fair values&gently, loans and receivables are measured @tiaed
cost using the effective interest method less @igian for impairment.
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(Expressed in United States Dollars, unless ottsenwoted)

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

v) Held to maturity: Held to maturity investments a@n-derivative financial assets with fixed or detgrable
payments and fixed maturities that Pilot Gold’'s ag@ment has the positive intention and ability aédhHo
maturity. They are measured at amortized costdaegsallowance for impairment. Amortization of premis
or discounts and losses due to impairment arededun current period income (loss). Pilot Gold®i term
investments are in this category.

(vi) Financial liabilities at amortized cost: Finandiabilities at amortized cost include trade payakded accrued
liabilities. Trade payables and accrued liabilities initially recognized at the amount requiredbéopaid less,
when material, a discount to reduce the payabldaitosalue. Subsequently, trade payables are medsat
amortized cost using the effective interest method.

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

(p) Impairment of financial assets

At each reporting date, management of Pilot Gokksses whether there is objective evidence thabadial asset is
impaired. If such evidence exists, Pilot Gold ratags an impairment loss, as follows:

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

(i) Available-for-sale financial assets: A significamtprolonged decline in the fair value of the séguselow its
cost is evidence that the assets are impairedirfipairment loss is the difference between the pelcost of
the asset and its fair value at the measuremes{ s any impairment losses previously recognizdtie
statement of income. This amount represents thaulative loss in accumulated other comprehensiverire
that is reclassified to net income.

(q) Share-based payments

An individual is classified as an employee when thdividual is an employee for legal or tax purpogéirect

employee) or provides services similar to thosdopered by a direct employee. The fair value of optgrants is
measured at the date of grant using the Black-&shgbtion-pricing model and the compensation amaqual to the
option's fair value, is recognized over the petioat the employees earn the options. The vestnmiggs of the stock
options granted range from vesting immediately ¢égting over a three-year period. Each tranchedsgrésed on a
straight-line basis over the vesting period. PGatld recognizes an expense or addition to explumgbroperties and
deferred exploration expenditures for options grdninder the employee stock option plan, arisinghfstock options
granted to employees using the fair value methdl aicorresponding increase in equity. The amoeetgnized as an

expense or added to exploration properties andrrgefexploration expenditures, is adjusted to ceftee number of
options expected to vest.

5. RECENT ACCOUNTING PRONOUNCEMENTS

(i) Accounting standards impacting 2012 calendar years

Financial instruments disclosure

In October 2010, the IASB issued amendments to IFR%inancial Instruments: Disclosureshe amendments are in
respect of risk exposures arising from transfefie@ncial assets, and are effective for annualgasribeginning on or

after July 1, 2011, with earlier adoption permittBilot Gold does not anticipate this amendmertigee a significant
impact on its consolidated financial statements.
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5. RECENT ACCOUNTING PRONOUNCEMENTS (continued)
(i) Accounting standards impacting 2013 calendar years
Presentation of items of other comprehensive incMEI”)

Effective for years beginning on or after July 012, IAS 1 —Presentation of Financial StatemelttAS 1”) has been
amended to change the disclosure of items presemt€Cl into two groups based on whether or not thay be
recycled to profit or loss in the futuréhe changes become effective for years beginningraafter January 1, 2013.
Pilot Gold is currently evaluating the impact thmesndments to IAS 1 could be expected to have ooosolidated
financial statements.

Consolidated financial statements

IFRS 10 —Consolidated Financial Statemerft$=RS 10”) replaces the guidance on control aodsolidation in IAS 27
— Consolidated and Separate Financial Statem€h#sS 27"), and SIC-12 -Consolidation - Special Purpose Entities
with the objective of establishing principles févetpresentation and preparation of consolidateahfiral statements
when an entity controls one or more other entitigsS 27 will be renamed “Separate Financial Staetsi’. Effective
for years beginning on or after January 1, 201B3HR0: (a) requires a parent entity (an entity toatrols one or more

other entities) to present consolidated finandiiesnents; (b) defines the principle of controll @stablishes control as
the basis for consolidation; (c) sets out how tplyaghe principle of control to identify whether @amestor controls an

investee and therefore must consolidate the ingeated (d) sets out the accounting requirementth®preparation of

consolidated financial statements. Pilot Gold igently evaluating the impact the introduction BRIS 10 will have on

its consolidated financial statements.

Joint arrangements

Effective for years beginning on or after Janugrg@13, IFRS 11 Joint Arrangement§‘IFRS 11”) replaces IAS 31 —
Interests in Joint Venturg8IAS 31"). IFRS 11 reduces the types of jointaargements to two: joint ventures and joint
operations. IFRS 11 requires the use of equity @uiiing for interest in joint ventures, eliminatitlge existing policy
choice of proportionate consolidate for jointly tafled entities under IAS 31. Entities that pdpgate in joint
operations and with jointly controlled assets wdllow accounting similar to that in IAS 31. Pil@old is currently
evaluating the impact the introduction of IFRS 1ifl kave on its consolidated financial statements.

Disclosure of interests in other entities

IFRS 12 —Disclosure of Interests in Other EntitidFRS 12") sets out the disclosure requiremerntds dntities
reporting under IFRS 10 and IFRS 11, and effectoweyears beginning on or after January 1, 201pJaaes the
disclosure requirements currently found in IAS 2Bivestments in Associat€3AS 28”). The objective of IFRS 12 is
to require the disclosure of information that eeahlisers of financial statements to evaluateh@pature of, and risks
associated with, its interests in other entitigg] &) the effects of those interests on its fim@nposition, financial
performance and cash flows. Pilot Gold is currestigluating the impact the introduction of IFRSWi#l have on its
consolidated financial statements.

Fair value measurement and disclosure requirements

Providing a single source of guidance on how tosueafair value where its use is already requiregeomitted, IFRS

13 — Fair Value Measurement'IFRS 13") (a) defines fair value; (b) sets out ansingle IFRS a framework for
measuring fair value; and (c) requires discloswaesut fair value measurements. IFRS 13 is expeteehhance

disclosure requirements for information about failue measurements and becomes effective for Yegisning on or

after January 1, 2013. Pilot Gold is currently eadihg the impact the application of IFRS 13 willvie on its

consolidated financial statements.
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5. RECENT ACCOUNTING PRONOUNCEMENTS (continued)
(iii) Accounting standards impacting 2015 calendar years

Financial instruments

As the first part of its project to replace 1AS 3%Financial Instruments: Recognition and Measuremémé IASB
released IFRS 9 Financial Instrumentg“IFRS 9”) covering classification and measuremefhfinancial assets. IFRS
9 requires that all financial assets be classifisdubsequently measured at amortized cost oir atafae based on the
company’s business model for managing financiattasand the contractual cash flow characteristidhe financial
assets. Financial liabilities are classified assegbiently measured at amortized cost except fendial liabilities
classified as at fair value through profit or lofsancial guarantees and certain other exceptiéissthe project to
replace 1AS 39 continues to evolve, further change$FRS 9, or changes to other standards relaiefinancial
instruments may be forthcoming. The changes asogeipbecome effective for years beginning on @rafanuary 1,
2015. Pilot Gold is currently evaluating the impldRS 9 expected to have on its consolidated firstatements.

At this time and where applicable, Pilot Gold does anticipate it will be early adopting any of thizove standards.

6. ACCOUNTS RECEIVABLE

December 31, December 31, January 1,
2011 2010 2010
VAT Receivable $ - $ 241,649 $ 215,997
HST Receivable 100,555 - -
Other Receivables 208,740 23,464 23,042
309,295 265,113 239,039

During the year ended December 31, 2011 it wasrméted that the VAT Receivable of $290,110 recorbgdour
subsidiary in Turkey was no longer recoverable.

7. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES

Pilot Gold has an interest in the exploration prtgdisted in the following table of which the BriBuckskin North,
Cold Springs, Regent and South Monitor propertiesewheld at December 31, 2010 (the “Pilot propgtljewith the
remainder acquired in connection with closing & Eronteer Arrangement (the “Exploration Businasperties”).

The Exploration Business properties were acquiregironteer on April 23, 2010, pursuant to Fronte@cquisition of
100% of the outstanding limited liability compamyérests in Nevada Eagle Resources, LLC (“NevadgeBafrom

Gryphon Gold Corporation. The Pilot properties evacquired from Fronteer on December 30, 2010,uaunisto
agreements with Nevada Eagle and Fronteer Develaipd®A Inc. (“Fronteer USA”).

In accordance with the application of the contiypat interest basis of accounting (note 3), cossoaiated with these
properties have been allocated such that histogiermditure of Fronteer on each of these propettiesugh to the

Effective Date have been recognized by Pilot Gdiskpenditures incurred subsequent to March 30, 26fléct actual

cash flows and activities of Pilot Gold on a pasfisaction basis.

None of the Company’s properties have any knowrytoddommercial ore or any established economioditpall are
currently in the exploration stage.
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7.

EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXP ENDITURES (continued)

Total Additions/  Transferred to Total Transfer to Additions/ Transferto  Write down Recovery from Transfer of Total
January 1, Allocations  invesment in December 31, held for sale Allocations Newmont  of assets held third party asset December 31,
2010 associate 2010 for sale earn-in 2011
(Note 10) (Note 7(c)) (Notes 1 & 7 (Note 7(c)) (Note 7(d),(e) (Notes 7(c)
(@) & 10) & 10
$ $ $ $ $ $ $ $

USA

Regent - 702,234 - 702,234 - 3,009,831 - - - - 3,712,065
New Boston - 327,510 - 327,510 - 900,929 - - - - 1,228,439
Viper 113,927 205,327 - 319,254 - 669,168 - - - - 988,422
Gold Springs 2 (Note 10) - 250,000 - 250,000 - 8,981 - - (160,000)  (98,981) -
Brik - 177,700 - 177,700 - 538,286 - - - - 715,986
Cold Springs - 175,706 - 175,706 - 24,210 - - - - 199,916
Baxter Springs - 163,411 - 163,411 - 107,884 - - - - 271,295
Anchor - 154,657 - 154,657 - 29,341 - - - - 183,998
Easter - 150,000 - 150,000 - 5711 - - (20,000) - 135,711
Stateline - 150,000 - 150,000 - 70,853 - - - - 220,853
Buckskin North - 63,029 - 63,029 - 23,937 - - - - 86,966
Kinsley (Note 7(b)) - - - - - 1,133,509 - - - - 1,133,509
Other - - - - - 74,064 - - - - 74,064
Total USA 113,927 2,519,574 - 2,633,501 - 6,596,704 - - (180,000) (98,981) 8,951,224
Turkey

Ispir 163,452 7,457 - 170,909 (170,909) - - - - - -
Aktarma 55,064 7,266 - 62,330 (62,330) - - - - - -
TV Tower 34,981 63,568 (98,549) - - - - - - - -
Yunt Dag 3,147 8,393 - 11,540 - 2,920 - - (10,836) - 3,624
Total Turkey 256,644 86,684 (98,549) 244,779 (233,239) 2,920 - - (10,836) - 3,624
Peru - 175,490 - 175,490 - (371) - - - - 175,119
Total 370,571 2,781,748 (98,549) 3,053,770 (233,239) 6,599,253 - - (190,836) (98,981) 9,129,967
Assets held for sal

South Monitor - 27,724 - 27,724 - - (27,724) - - - -
Ispir - - - - 170,909 23,445 - (102,437) - (91,917) -
Aktarma - - - - 62,330 24,705 - (35,547) - (51,488) -
Total held for sale - 27,724 - 27,724 233,239 48,150 (27,724)  (137,984) - (143,405) -
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7. EXPLORATION PROPERTIES AND DEFERRED EXPLORATION EXPENDITURES (continued)

USA Turkey Peru Total Assets
Held for
sale
$ $ $ $ $
January 1, 2010 113,927 256,644 - 370,571 -
2010 expenditures and adjustments:

Acquisition costs 1,675,157 - 156,300 1,831,457 27,724
Assaying & geochemical 173,186 1,964 19,190 194,340 -
Driling - - - - -
Engineering - 9,795 - 9,795 -
Option payments - - - - -
Camp & field costs 12,806 286 - 13,092 -
Geophysics 83,445 17,682 - 101,127 -
Transportation 24,298 48,578 - 72,876 -
Wages, consulting and management fees 391,851 1,297 - 393,148 -
Claim maintenance and advance royalty fees 128,489 6,514 - 135,003 -
Environmental 13,172 - - 13,172 -
Other 17,080 - - 17,080 -
Costs transferred to investment in associate - (98,549) - (98,549) -
Cumulative translation adjustment 90 568 - 658 -

December 31, 2010 2,633,501 244,779 175,490 3,053,770 27,724

Bxpenditures and adjustments:

Driling 3,173,479 - - 3,173,479 -
Wages, consulting and management fees 943,808 1,863 2,580 948,251 6,489
Assaying & geochemical 630,305 - - 630,305 -
Acquisition costs 516,709 - - 516,709 -
Property maintenance 403,954 - - 403,954 27,626
Administrative and other 264,506 - - 264,506 8,479
Geology 254,764 - - 254,764 -
Geophysics 121,359 - - 121,359 -
Environmental 83,242 - - 83,242 -
Camp & field costs 76,173 - - 76,173 -
Claim maintenance and advance royalty fees 117,351 1,115 - 118,466 5,576
Transportation 10,958 - - 10,958 -
Write down of assets held for sale (Note 7 (c)) - - - - (137,984)
Sale of Aktarma and Ispir properties (Note 7 (c)) - - - - (143,405)
Transfer to Newmont (Note 1) - - - - (27,724)
Cumulative translation adjustment 96 (58) (2,951) (2,913) (20)
Transfer of asset to Gold Springs LLC (Note 10) 998) - - (98,981) -
Recovery fromoption holders (Notes 7(d), () & 10) (180,000) (10,836) - (190,836) -
Held for sale (Note 7(c)) - (233,239) - (233,239) 233,239

December 31, 2011 8,951,224 3,624 175,119 9,129,967 -

-18-



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

7.

a)

b)

c)

d)

EXPLORATION PROPERTIES AND DEFERRED EXPLORATIO N EXPENDITURES (continued)

Disposition of exploration properties

In connection with the closing of the Fronteer Aigament, and as partial consideration for assatsliahilities
transferred to Pilot Gold, the Company transfetted South Monitor exploration property to a sulesigiof Fronteer.
The property was transferred at $120,000 resulting $92,276 ‘gain’ recorded in contributed surpllie carrying
amount of the Company’s interest in the South Monétxploration property has been re-classifiedraasset held for
sale on the comparative December 31, 2010, cormgeticstatement of financial position.

Acquisition of option agreement

On September 21, 2011 the “Option Purchase Date’ompany purchased an option agreement to eaimitiah
51% interest on a mining lease (the “option agregfen the Kinsley Mountain property from Animags$durces
Ltd. (“Animas”) for consideration of $350,000 caahd 50,000 common shares of the Company, valutte atate of
transaction as $100,140. In addition, Animas shedkeive the following as consideration provided thompany
continues to earn-in to the mining lease:

(i) 25,000 Common Shares on the first anniversaryefption Purchase Date;

(i) 25,000 Common Shares on the second anniversamgdption Purchase Date; and,

(i) 50,000 Common Shares upon the Company earningesiihg a 51% interest in the mining lease, purst@ant
the Option Agreement.

To earn a 51% interest in the mining lease, the @zom must incur $1.18 million in exploration expiéadks by
March 30, 2013 (of which $0.18 million must be spey May 31, 2012). An additional undivided 14%eirgst in the
property can be earned by electing to incur a &rr$3.0 million in exploration expenditures witHine years of
meeting the initial earn-in. At December 31, 204 €ompany has incurred $683,369 in eligible exjteras.

Transfer of interest in mineral properties and deferred consideration

Pursuant to a purchase agreement the Company simmeday 16, 2011, and amended May 26, 2011, with a
subsidiary of Global Resources Corporation Ltd(PFBRCL"), a company traded publicly on the AustealiSecurities
Exchange, Pilot Gold’s Turkish subsidiary substaalti disposed of its interests in the Aktarma asmriexploration-
stage properties, in exchange for 4,500,000 commizares in GRCL (note 9(b)). Under the related tgyal
agreements, each signed June 3, 2011, Pilot Geodéihsea 2% Net Smelter Return royalty upon attaime
production, on all products mined in accordancé wie associated licenses at Aktarma and Ispir.

The fair market value of the shares received at 2011, the date the transaction to conveyesten the properties
closed, was 171,000 Australian dollars ($144,1Tkg legal transfers of title of Aktarma and Ispiere completed on
September 20, 2011 and October 31, 2011 respectilrelconnection with the transaction, Pilot Goktorded a
write-down of $137,984 to adjust the carrying vabig¢hese properties to their recoverable valuepheosts to sell.
The write-down through the year ended DecemberB1] includes an adjustment of $22,253 for costaried on

abandoned licenses not included in the agreemeéntGRCL.

Earn-in arrangements

On June 27, 2011 the Company executed an earmangament with GRCL whereby GRCL received an opt@mn
acquire up to a 60% interest in the Yunt Dag exgilon property. Under the Yunt Dag earn-in agree¢m@RCL is
required to meet exploration expenditure obligatiomer five years, and annually issue common sharBdot Gold.
The agreement terminates should GRCL fail to irtber agreed upon annual expenditures by i) the énbeofirst
year, or ii) the aggregate spend of the first thregrs by the third anniversary date of the agreém&he Company
received the first 500,000 shares of GRCL uponisgof the earn-in agreement (note 9(b)), with ¢beresponding
amount ($10,836) recorded as a recovery againstdfegred costs of the Yunt Dag property.

Under an agreement signed by a subsidiary of Feontend transferred to Pilot Gold pursuant to tmenteer
Arrangement, La Quinta Resources Corporation (“Len@”) can earn a 65% interest in the Easter eafilin
property by incurring $2 million in exploration expditures by January 4, 2015 and making annual gatsro Pilot
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7. EXPLORATION PROPERTIES AND DEFERRED EXPLORATIO N EXPENDITURES (continued)

Gold totalling $190,000. Upon satisfying the cdiutis of this earn-in, and exercising the optionfaom a joint
venture in 2015, La Quinta is required to issue,B00 common shares to Pilot Gold. Pilot Gold reta net smelter
royalty of 2.5% - 4%, depending on the price ofdgolPrior to the closing of the Fronteer Arrangatnéhe Company
received a scheduled $20,000 option payment in extion with the earn-in agreement (year ended Dbeeril,
2010: $-nil). The payment was recorded as a regagainst the deferred costs of the Easter prgpand included in
other income consistent with continuity of interastounting.

8. PLANT AND EQUIPMENT

Field Computer Furniture anc Leaseholc

equipment Equipment software fixtures improvements Total
Cost: $ $ $ $ $ $
Balance as at January 1, 2010 139,614 484,116 391,20 286,185 264,189 1,545,313
Additions 10,545 175,163 126,959 15,610 244,648 572,925
Cumulative translation adjustment 6,637 11,339 14,27 9,574 10,427 52,248
Balance as at December 31, 2010 156,796 670,618 4892, 311,369 519,264 2,170,48¢€
Additions 20,936 110,632 46,922 4,337 17,170 199,997
Disposals (80,084) (102,718) (340,174) (35,190) (4,963) (563,129)
Cumulative translation adjustment (120) (3,369) 2,212 (3,359) (3,743) (8,379)
Balance as at December 31, 2011 97,528 675,163 991,3 277,157 527,728 1,798,97¢
Depreciation:
Balance as at January 1, 2010 62,551 226,370 319,511 90,846 119,349 818,627
Current period depreciation 15,863 108,859 108,198 1,047 109,656 383,623
Cumulative translation adjustment 3,503 7,470 15,223 3,739 7,413 37,348
Balance as at December 31, 2010 81,917 342,699 322.,9 135,632 236,418 1,239,59¢
Current period depreciation 15,444 100,372 76,248 438 98,950 324,448
Disposals (50,046) (71,829) (329,112) (19,651) (1,126) (471,764)
Cumulative translation adjustment (244) (2,192) 1,393 (2,099) (4,189) (7,331)
Balance as at December 31, 2011 47,071 369,050 691,4 147,316 330,053 1,084,951
Net Book Value:
As at January 1, 2010 77,063 257,746 51,698 195,339 144,840 726,686
As at December 31, 2010 74,879 327,919 69,507 175,73 282,846 930,888
As at December 31, 2011 50,457 306,113 29,938 129,84 197,675 714,024

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

During the year ended December 31, 2011, certaimpetent was disposed of for proceeds of $5,839r(geaed
December 31, 2010: $-nil). A loss of $6,757 (yereded December 31, 2010: $nil) was recorded odip®sitions.
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8.

PLANT AND EQUIPMENT (continued)

Charges to write off certain items deemed to haeched the end of their useable life are includedgerating
expenses of $82,733 during the year ended DeceBih@011 (year ended December 31, 2010: $-nil).

During the year ended December 31, 2011 we elimth$@P99,194 in cost and accumulated depreciatiateceto those
assets identified as fully amortized.

LONG TERM INVESTMENTS

From time to time, the Company may make strategiestments in other private or publicly traded teagi These
investments are treated as long-term investmemtsrary take the form of common shares and shardasecvarrants.

For accounting purposes, Pilot Gold has determihedl any share purchase warrants held are derévdithancial
instruments and any change in fair value is inautheincome (loss) for the period. The fair vahfeshare purchase
warrants is measured using the Black-Scholes ojtiming model that uses inputs that are primasdged on market
indicators. Any common shares (equities) held designated as available-for-sale and any chandaiiirvalue is
included in other comprehensive income (loss),| snith time as the common shares are sold or oibemisposed of
at which time any gains or losses will be includeéthcome (loss) for the period.

Inputs to fair value measurements, including tokissification within a hierarchy that prioritizéhge inputs to fair value
measurement are summarized in the three levelrbfées below:

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

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

The following table illustrates the classificatiohPilot Gold’s financial instruments with the faialue hierarchy as at
December 31, 2011 and December 31, 2010 (at Jatua640 — nil):

Financial assets at fair value as at December@l) 2

Level 1 Level 2 Level 3 Total
Equities 380,000 - - 380,000
Share purchase warrants - 39,133 - 39,133
380,000 39,133 - 419,133

Financial assets at fair value as at December@l1, 2

Level 1 Level 2 Level 3 Total
Equities 451,249 - - 451,249
Share purchase warrants - 5,621 - 5,621
451,249 5,621 - 456,870
a) By way of a non-brokered private placement, Fronteguired 2,000,000 units of Rae Wallace at $@&5

unit. Each unit consists of one common share ‘fita® Wallace shares”) and one-half of one sharehase
warrant (the “Rae Wallace warrants”). The Rae Wallahares and warrants were transferred to Piltd Go
under the terms of the Fronteer Arrangement. Edublewvarrant entitles Pilot Gold to acquire oneitiidial
common share of Rae Wallace for $0.375 per shaieJuty 23, 2012.

b) Pursuant to a purchase agreement and an earnéeragnt the Company signed with GRCL, Pilot Gold
received a total of 5,000,000 common shares in GR©Les 7(c) and 7(d)).
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10. INVESTMENT IN ASSOCIATES

Pilot holds a 40% interest in three properties;ilgh, TV Tower and Gold Springs 2 through a 40% berafi
ownership interest in three companies Truva B&kita Truva and Gold Springs LLC respectively. Thiésee entities

are each related parties to the Company.

$

At January 1, 2010
Share of loss
Funding

Exchange differences

875,821
(92,199)
2,228,235

75,472

At December 31, 2010

3,087,329

Recognition

Share of income
Funding

Accrued cash calls
Exchange differences

98,981
4,762
4,693,358
331,504
(169,328)

At December 31, 2011

8,046,606

The Company's share of the results of its assagiatieof which are unlisted, and its share inrtlagigregate assets and

liabilities, are as follows:

Country of Interest

Name Incorporation Assets Liabilities Profit/Loss held
$ $ $

Truva Bakir Maden Isletmeleri Turkey 2,373,419  (29,903) (87,332) 40%
Orta Truva Madencilik Turkey 767,712 (23,899) (4,867) 40%
December 31, 2010 3,141,131 (53,802) (92,199)
Truva Bakir Maden Isletmeleri Turkey 4,729,376  (44,625) 6,846 40%
Orta Truva Madencilik Turkey 2,680,903 (18,845) 8,136 40%
Gold Springs LLC Canada 716,153  (16,356) (10,220) 40%
December 31, 2011 8,126,432 (79,826) 4,762

Turkey

Pilot Gold owns 40% of the Halia copper-gold porphyry property (the “HafifaProject”) through a 40% ownership
stake in Truva Bakir, a Turkish company, controll@%) by Teck Madencilik Sanayi Ticaret A.S. (“TWM3, an
indirect subsidiary of Teck Resources Limited (“kK§c Pilot Gold also holds a 40% interest in OFftaiva, a Turkish
company that holds mineral interests in northwesk&y, including the TV Tower gold-silver-coppeoperty (the “TV
Tower Project”). Orta Truva is also controlle®%6) by TMST. Both Orta Truva and Truva Bakir ardisted, and as
such fair values of the Company’s investments atelaterminable through an active market.

Balances through 2011 include Pilot Gold's share d2% management fee and $7,501 recorded undénuity of
interest accounting. The cash call due to TMSTiedléo December 2011 (note 11) was paid on Feb2ie2911.
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10. INVESTMENT IN ASSOCIATES (continued)

United States

On June 30, 2011, High Desert Gold Corporation (G1padvised the Company that they had met the mininearn-
in expenditure requirement of $1,000,000 on thed@grings 2 property during the preceding quaren. July 5, 2011,
the Company elected to participate at a 40%-inteiresGold Springs LLC, the conveyance of each camyima
respective interests into the newly establishedpaom that will hold Gold Springs 2, is outstanding.

Costs capitalised by the Company relating to thiel Gprings 2 property, net of option payments nesgiof $160,000
to July 5, 2011, were $98,981. Option paymentuihela $20,000 payment received prior to the closfrthe Fronteer

Arrangement.

11. ACCOUNTS PAYABLE AND OTHER LIABILITIES

Trade payables

Other payables

Accrued liabilities

Amounts due to Gold Springs LLC
Amounts due to Orta Truva
Amounts to Truva Bakir

December 31, December 31, January 1
2011 2010 2010
$ 336,240 $ 8,152 $ -
85,832 17,852 20,663
245,926 48,803 14,352
104,754 - -
155,715 - -
71,035 - -
999,502 74,807 35,015

Trade payables and accrued liabilities are norréstebearing and are normally settled on 30-dapgeAmounts due
to Truva Bakir, Orta Truva and Gold Springs LLCatelto cash calls due in connection with the Coryliggoro rata
share of costs incurred. Cash calls are non-irtbezging and are normally settled on 10-day terms.

12. INCOME TAXES

a) Provision for income taxes:

The recovery of income taxes differs from the amdlat would have resulted from applying combinesh&dian
federal and provincial statutory tax rates for 20126.5% (2010 — 28.5%)

December 31, December 31,

2011 2010
Loss before taxes $(11,790,945)  $ (1,508,405)
Statutory tax rate 26.50% 28.50%
Expected income tax recovery (3,124,601) (429,895)
Permanent differences 1,550,210 42,357
Benefit not recognized and other 1,624,376 323,100
Income tax expense 49,985 (1,203)

-23-



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

12. INCOME TAXES (continued)

b) Deferred income taxes arise from temporary diffeesnn the recognition of income and expensesriantial and
tax purposes. The significant components of the@any's deferred tax assets and liabilities afelksvs:

December December January 1,

31, 2011 31, 2010 2010
Mineral properties $ (52,536) $ (2,550) $ (3,753)
Total deferred tax liability (52,536) (2,550) (3,753)

All changes in deferred tax liabilities are recagu in the statement of loss. All deferred taxilitéds are expected
to be for longer than twelve months.

c) The following are deferred tax benefits which haee been recognized as at December 31, 2011:

December December  January 1,

31,2011 31, 2010 2010
Deferred tax assets (liabilities):
Operating losses carried forward $2,726,789 1,321,804  $ 382,826
Equipment 56,024 227,241 157,549
Mineral properties (1,531,653) (728,107) (29)819
Investments and other 355,059 12,718 -
Net unrecognized tax benefit 1,606,219 833,656 510,556

d) The Company has non capital losses which may biéeapp reduce future taxable income. These loszpse as
follows:

Year Canada us Total
2031 $2,321,000 $5,399,000 $7,720,000

There are no income taxes owed by Pilot Gold aebder 31, 2011.

13.  SHARE CAPITAL AND CONTRIBUTED SURPLUS

Authorized
Unlimited Common Shares with no par value.

Issued

10,000,001 pre-consolidation common shares wengeisgo Fronteer on December 30, 2010 for $1,215;800
connection with the transfer to Pilot USA of thoggious unpatented mining claims that compriseRbgent Project,
and the Buckskin North, Brik, Cold Springs and $oMonitor properties.

Pursuant to the Fronteer Arrangement, on April @112 Pilot Gold issued 192,807,807 pre-consoligatommon
shares in exchange for assets received from Frofrtet 1). The issued and outstanding 202,807p88&onsolidation
common shares were immediately consolidated oredamfour basis to 50,701,952 Common Shares. behence of
share capital immediately following the close ot tkronteer Arrangement was $67,848,770. Loss hares
information in these consolidated financial statetedias been presented as if the Common Shareslissgonnection
with the closing of the Fronteer Arrangement hagissued and outstanding from the start of albpsrpresented.
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13. SHARE CAPITAL AND CONTRIBUTED SURPLUS (continued)

An adjustment of $45,528,914 was made at March2811, through accumulated deficit to reconcilehd tllocated
Fronteer costs; and ii) the amounts arising ondifference between the consideration exchangedhi®rassets and
businesses acquired and the carrying values athwthigy are recorded under continuity of interestthe Common
Shares issued in connection with the closing ofRteateer Arrangement on April 6, 2011.

Pursuant to an agreement with a syndicate of umiter& (the “Underwriters”), on June 14, 2011, Piold issued

8,333,334 Common Shares on a bought-deal basis'Bthweght Deal”) at $C3.00 per Common Share, forraggte

gross proceeds of C$25,000,002. In consideratidheoservices rendered by the Underwriters in eation with the

Bought-Deal, the Company paid the Underwriters $1,222 (C$1,250,000), representing a fee equal@® of the

gross proceeds (the “Underwriters’ Fee”). In additto the Underwriters’ Fee, the Company paid sism@ance costs
of $345,446 in connection with the Bought Deal.

On September 21, 2011 the Company issued 50,000m0arshares to Animas as part consideration in tinehase of
the Kinsley Mountain Option Agreement. The Commdrai®s were valued at $100,140 (C$2 each) at the ¢
transaction and are subject to a four month hadss.

Contributed surplus

The value of i) Fronteer’'s funding of the carved-euploration assets and liabilities and past adwet operations
($10,131,534), and ii) the assets and liabilitiemngferred to Pilot Gold pursuant to the Frontegra®gement
($46,485,989) were recorded as contributed suigiddarch 31, 2011. The value related to the ComBiaares issued
was transferred to share capital following the elokthe Fronteer Arrangement.

Share-based payments

Pilot Gold has established a stock option plan Riet Gold Stock Option Plan (2011)) (the “Plangdpproved by
Fronteer, the sole shareholder of the Company aiil Ap2011, prior to the close of the Fronteerakgement. Under
the terms of the Plan, the Board may, from timérte, grant to employees, officers and directorsoofconsultants to
the Company, non-assignable options to acquire GmmB8hares in such numbers and for such terms asbmay
determined by the Board.

The number of shares which may be issued pursaaitions previously granted and those granted witheePlan will
be a maximum of 10% of the issued and outstandiages at the time of the grant; the number of shatéch may be
reserved for issuance to any one individual mayexoeed 5% of the issued shares on a yearly basis.

Stock options granted under the Plan are exer@sabdr periods of up to ten years, and the exemmige of each
option shall in no circumstances be lower than diosing market price of the Company’s stock on titaeling day
immediately before the date of grant. Options grdrid Directors vest immediately, the remainingan vest in thirds
at the end of each year from the date of grantio@ptexercisable at December 31, 2011 totalled0lQr® (December
31, 2010 — nil). Any consideration paid by the opte on the exercise of options is credited toesbapital.

Stock option transactions and the number of st@tions outstanding are summarized as follows:
Weighted Average

Shares Exercise Price
Balance, December 31, 2010 - C$ -
Options granted 4,027,500 3.35
Balance, December 31, 2011 4,027,500 Cs$ 3.35

-25-



PILOT GOLD INC.

(An exploration stage company)

Notes to the Consolidated Financial Statements

Year ended December 31, 2011

(Expressed in United States Dollars, unless ottsenwoted)

13. SHARE CAPITAL AND CONTRIBUTED SURPLUS (continued)

At December 31, 2011, Pilot Gold had incentive lstoptions issued to directors, officers, employeesl key
consultants 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) Cs C$
C$1.00 to C$1.99 150,000 9.89 1.20 - -
C$2.00 to C$2.99 90,000 9.55 2.54 - -
C$3.00 to C$3.99 3,787,500 9.29 3.45 1,750,000 3.45
4,027,500 9.32 3.35 1,750,000 3.45

Stock-based compensation:

For the year ended December 31, 2011, the Compesorded compensation cost on the grant of stoclormptto
employees, directors and non-employees. For thpopas of estimating the fair value of options gsihe Black-
Scholes option pricing model, certain assumptiaesnaade such as expected dividend vyield, volatditghe market
price of the Company’s shares, risk-free interatts and expected average life of the options.

The fair value of options granted during the yeaslesl December 31, 2011 ranged from C$0.80 to CHZ4dption.
The fair value of each option granted was deterchinsing the Black-Scholes option pricing model arseéd the
following range of assumptions:

December 31, 2011

Risk free interest rate 1.836% to 2.93%
Expected life 5.25to 6.29 years
Expected volatility 79% to 84%
Expected dividend yield 0.0%

For the year ended December 31, 2011, the Compasgdpitalized a total of $287,553 (2010 - C$-ofilstock-based
compensation to exploration properties and defeesgroration expenditures. For the year ended Déeer8l, 2011,
the Company charged a total of $6,331,857 of staded compensation expense related to Pilot Gotdk siptions to
the statement of loss, of which $431,187 is attebuto general exploration. Total stock based carsption expense
for the year ended December 31, 2011 also incl&®85371 of allocated Fronteer expense recordedupotsto
continuity interest accounting. Stock based comgigms is allocated consistent with the allocatidrwages and other
compensation related to exploration undertakingtherCompany’s mineral properties.

In the year ended December 31, 2010, C$164,26llozbted Fronteer Gold stock-based compensationallasated to

the statement of loss, of which $-nil was attrilbute general exploration, and C$27,731 was capédlto exploration
properties and deferred exploration expenditurea ocontinuity of interest basis.
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14.

15.

16.

PROPERTY INVESTIGATION EXPENSE

December 31, December 31,

2011 2010

Salaries and benefits $ 472,136 $ -
Stock-based compensation 431,187 -
Professional Fees 206,362 -
Geochemistry 131,937 -
Transportation 120,233 -
Consultants 101,965 -
Meals and accommodation 80,466 -
Leasing 56,345 -
Other 28,070 -
Due Diligence 44,968 -
Permitting 33,752 -
1,707,421 -

CAPITAL DISCLOSURES

Pilot Gold considers the items included in the ctidated statement of shareholder’s 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 &ssén order to maintain or adjust the capitalicture, the Company
may issue new shares or return capital to sharet®ldThe 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 shatééis and benefits for other stakeholders.

FINANCIAL RISK MANAGEMENT

Financial Risk Management

The Company is exposed in varying degrees to @tyaof financial instrument related risks. The Quamy’s board of
directors approves and monitors the risk managepr@cesses, inclusive of documented treasury gslicdounterparty
limits, and controlling and reporting structureeTtype of risk exposure and the way in which segposure 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 thhey party by failing to

discharge an obligation. Pilot Gold’s credit riskprimarily attributable to its liquid financial s&ts. The Company
limits exposure to credit risk and liquid financedsets through maintaining its cash and short tevestments, with

Canadian Chartered Banks and its reclamation dspweih A+ or higher rated United States finanamatitutions.

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 anothemfiied 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 Jompany may from time to time have to issuetentdil shares
to ensure there is sufficient capital to meet ldegn objectives. The Company’s financial liabdgi of accounts
payable and accrued liabilities are payable withB0 day period and are expected to be fundedtiersash held.
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16. FINANCIAL RISK MANAGEMENT (continued)

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 &ditictory 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 anavarBakir, are incurred in United States dollarise Tluctuation
of the CAD in relation to the United States doNell consequently have an impact upon the finanoéslults of the
Company.

Further, although only a portion of the Companypenditures, primarily general and administratiests are incurred
in Canadian dollars, the Company records its assedded in Vancouver in Canadian dollars. Asdperating results
and financial position of the Company are repoiitedJnited States dollars in Pilot Gold’'s consolethtfinancial

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 tbe United States dollar. The Company has naredtinto any
derivative contracts to manage foreign exchandeatishis time.

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

17. COMMITMENTS

The Company has entered into operating leasesrémnipes in Canada, the United States and TurkHye lease terms
are between two and four years; each lease is adievat the end of the lease period at market ralée aggregate
lease expenditure related to Pilot Gold’s officerpises charged to the statement of loss for theemded December
31, 2011 is $348,582, including $1,904 allocatednfi~ronteer under continuity of interest accounting

Total future minimum lease payments, under non-gdedale operating leases as at December 31, 2@lasdiollows:

Year Amount
$

2012 433,407
2013 314,021
2014 275,067
2015 281,470
2016 284,015
2017+ 639,034

2,227,013

The Company is also responsible for its share apgrty taxes and operating costs on office preniéeseses.
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18. SEGMENT INFORMATION

19.

The Company’s operations are in one segment, thiemation for gold, copper and other precious aasebmetals. At
December 31, 2011, Pilot Gold has three geograftdations: Canada, the USA, and Turkey. The totsdets
attributable to the geographic locations relatemprily to the Company’s exploration properties adeferred
exploration expenditures and have been disclosébbia 7.

The net loss relating to the operations in Can#ua,United States and Turkey totalled $8,790,644433,272 and

$1,617,014 respectively for the year ended Decer@beP011 ($799,310, $208,169 and $499,723 forydze ended
December 31, 2010).

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

December 31, December 31, January 1,
2011 2010 2010
$ $ $
Canada 234,662 421,098 448,039
USA 466,492 484,322 245,086
Turkey 12,870 25,468 33,561
714,024 930,888 726,686

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

RELATED PARTY TRANSACTIONS

Compensation of key management personnel

Key management includes members of the Board, teeident and Chief Executive Officer, the Chief expieg
Officer & VP Exploration, the Chief Financial Oféc & Corporate Secretary, and the Country Managersach
geographic segment in which the Company undertakpboration activities. The aggregate compensagiaid, or
payable to key management for employee servicgsaan below:

Year ended
December 31, 2011
Salaries and other short-term employee benefits ,13%1
Share-based payments 5,366,679
Total 6,257,814

With the exception of certain members of the Bogrihr to April 6th, 2011, Pilot Gold did not hawaay personnel.
There was thus no remuneration or other compemspti@ or provided by Pilot Gold directly to anyyk@anagement
personnel for their services prior to April 6th,120 Members of the Board receive remuneration quaaterly basis; no
remuneration had been paid to those members oBtiaed for their services as directors through MaBéh 2011.

Subsequent to March 31, 2011, the Company enterd émployment relationships with its key managemen
employees.
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20. SUBSEQUENT EVENTS

Nevada Sunrise Gold Corporation

On February 15, 2012, the Company agreed to paatieiin a private placement by Nevada Sunrise Golghoration
(“NSGC"), the company that holds the underlyingske@an the Kinsley Mountain Project. Throughaffering, which
closed on March 23, 2012, the Company agreed tchpse 6,250,000 units of NSGC at a price of $0ekupit. Each
unit issued to Pilot Gold will consist of one commshare of NSGC and one half of one common sharehase
warrant. Each whole warrant will entitle the hol@eipurchase an additional common share at anisggpdce of $0.20
for a period of 24 months from the date of issuaisea result the Company holds a 9.9% interesg partially diluted
basis, in NSGC.
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21. TRANSITION TO IFRS

Pilot Gold has prepared financial statements thatgy with IFRS applicable for periods beginningamafter January
1, 2010 and the significant accounting policies tingethose requirements are described in Note 4.

The effects of the Company’s transition to IFRSsaurmmarised in this note as follows:

(i) Transition elections

(ii) Adjustments to the statement of cash flows

(i) Reconciliation of equity and comprehensive incomemeviously reported under Canadian GAAP to IFRS
(i) Transitional exemptions and elections

Under IFRS 1, there are four mandatory exemptioom ffull retrospective application of IFRS. Of theshe only
applicable election relates to estimates. An estigstimates under IFRS at the date of transitmhFRS must be
consistent with estimates made for the same daderysrevious GAAP, unless there is objective ewigetat those
estimates were in error. The Company’s IFRS eséimas at January 1, 2010 are consistent withrétgqus estimates
under GAAP for the same date.

There are also fifteen elective exemptions. The Qamg has not applied any elective transition exoeptand
exemptions to full retrospective application of R

(i) Adjustments to the statement of Cash Flows.
The transition from Canadian GAAP to IFRS had mm#icant impact on cash flows generated by Pilotds

(i) Reconciliations
The following tables reconcile the Company’s and Hxploration Properties Business (“EPB”) unauditeddensed
consolidated statements of financial position aatesents of loss and comprehensive loss preparactcordance with
Canadian GAAP and as previously repottedthose prepared and reported in these consetidatancial statements in
accordance with IFRS.

! pilot Gold determined its presentation currenchedhe United States dollar to better reflectGoenpany’s business activities and to
improve investors' ability to compare the Comparfiyiancial results with other publicly traded buesses in the gold mining industry.
Transitional comparative financial information belbas been translated accordingly.
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21. TRANSITION TO IFRS (continued)
Consolidated statements of financial position (coiriued)

January 1, 201(

Cdn GAAP Adj IFRS
EPE IAS 21

Assets
Current assets
Cash and cash equivalents 218,526 - 218,526
Trade and other receivables 247,680 - 247,680
Total current assets 466,206 - 466,206
Non-current assets
Exploration properties and deferred explorationendgitures 366,001 4,570 370,571
Property and equipment 740,678 (13,992) 726,686
Investment in associates 875,821 - 875,821
Total non-current assets 1,982,500 (9,422) 1,973,078
Total asset: 2,448,706 (9,422) 2,439,284
Liabilities and Shareholder's Equity
Current liabilities
Trade and other payables 35,015 - 35,015
Total current liabilities 35,015 - 35,015
Non-current liabilities
Deferred tax liabilities 2,556 1,197 3,753
Total non-current liabilities 2,556 1,197 3,753
Shareholder's equity
Share capital - - -
Contributed surplus 4,340,689 - 4,340,689
Cumulative Translation account 119,379 67,001 186,380
Accumulated deficit (2,048,933) (77,620) (2,126,553)
Total shareholder's equity attributable to owndrthe Company 2,411,135 (10,619) 2,400,516
Total shareholder's equity and liabilities 2,448,706 (9,422) 2,439,284

As at January 1, 2010, there are no balances peeseslated to Pilot Gold Inc. (“Cdn GAAP — Pilgtgs the assets and activities
accounted for in accordance with the continuitymérests’ basis of accounting were not acquired-tpnteer, our former parent
until April 23, 2010

! pilot Gold determined its presentation currencpedhe United States dollar to better reflect@oenpany’s business activities and
to improve investors' ability to compare the Compsufinancial results with other publicly tradeddinesses in the gold mining
industry. Transitional comparative financial infation below has been translated accordingly.
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21. TRANSITION TO IFRS (continued)
Consolidated statements of financial position (coirtued)

December 31, 2010

Cdn GAAP  Cdn GAAP Ad] IFRS
EPB' Pilot IAS 21

Asset:
Current asse!
Cash and cash equivale 86,966 - - 86,966
Trade and other receivab 286,502 - - 286,502
Assets held for se 27,724 - - 27,724
Total current asse 401,192 - - 401,192
Non-current asse
Exploration properties and deferred explorationesxjiture 1,945,234 1,146,735 (38,199) 3,053,770
Property and equipme 962,500 - (31,612) 930,888
Reclamation depos 12,858 - - 12,858
Other financial asse 419,133 - - 419,133
Investment in associai 3,087,329 - - 3,087,329
Total non-current asst 6,427,054 1,146,735 (69,811) 7,503,978
Total asset: 6,828,246 1,146,735 (69,811) 7,905,170
Liabilities and Shareholder's Equity
Current liabilities
Trade and other payab 52,579 22,228 - 74,807
Total current liabilitie 52,579 22,228 - 74,807
Non-current liabilitie:
Deferred tax liabilitie 2,656 - (106) 2,550
Total non-current liabilitie 2,656 - (106) 2,550
Shareholder's equi
Share capiti - 1,215,000 - 1,215,000
Contributed surplt 9,938,722 77,525 - 10,016,247
Cumulative Translation accot 259,822 (2,041) (18,690) 239,091
Accumulated other comprehensive inct (8,770) - - (8,770)
Accumulated defic (3,416,763) (165,977) (51,015) (3,633,755)
Total shareholder's equity attributable to owndithe Compan 6,773,011 1,124,507 (69,705) 7,827,813
Total shareholder's equity and liabilities 6,828,246 1,146,735 (69,811) 7,905,170

1 Pilot Gold determined its presentation currencpéche United States dollar to better reflect tenfany’s business activities and to
improve investors' ability to compare the Compariyiancial results with other publicly traded buesses in the gold mining industry.
Transitional comparative financial information bglbas been translated accordingly.
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21. TRANSITION TO IFRS (continued)
Consolidated statements of loss and comprehensiveome (loss)

The significant impacts of IFRS on the Company'sismlidated statements of financial position at Delwer 31, 2010
include those described above and those descridledvbin the reconciliation of the Company’'s condmhstatements of
loss and comprehensive loss:

December 31, 201

Cdn GAAP Cdn GAAP Adj IFRS
EPB Pilot IAS21
Continuing operations
Operating expenses
Professional fees 91,899 35,446 - 127,345
Wages and benefits 305,002 48,443 - 353,445
Stock based compensation 159,467 51,229 - 210,696
Office and general 181,685 20,178 - 201,863
Investor relations, promotion and advertising 32,601 10,681 - 43,282
Depreciation 387,337 - (3,714) 383,623
Loss from operations 1,157,991 165,977 (3,714) 1,320,254
Other income (expenses)
Change in fair value of financial instruments (72199 - - (72,097)
Foreign exchange gains and (losses) (46,745) - 22,890 (23,855)
Loss from associates (92,199) - - (92,199)
(211,041) - 22,890 (188,151)
Loss before tax (1,369,032) (165,977) 26,604 (1,508,405)
Income tax recovery 1,203 - - 1,203
Loss for the year (1,367,829)  (165,977) 26,604 (1,507,202)

Other comprehensive income (loss)
Exchange differences on translating foreign apens 140,443 (2,041) (85,691) 52,711
Net fair value loss on financial assets (8,517) - (253) (8,770)
Other comprehensive income (loss) for the peried,af tax 131,926 (2,041) (85,944) 43,941

Total loss and comprehensive loss for the period (1,235,903) (168,018) (59,340) (1,463,261)

Explanatory notes:

a) IAS 21 Adjustment

Under IFRS, functional currency is determined oneatity-by-entity basis as the primary economiciemment in
which each entity operates. The hierarchy of facexplicitly described by IAS 2The Effects of Changes in Foreign
Exchange Ratem this determination has led to a change in thetional currency of the United States and Turkey-
based subsidiaries to United States dollars dua twmber of factors. The result is a number ofifprecurrency
translation differences not present under Cana@aAP. The functional currency of Pilot Gold Incild® Holdings
Inc. and Pilot Investments Inc., remain unchangetha Canadian dollar.
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