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AUDITORS’ REPORT

To the Shareholders of
Pinetree Capital Ltd.

We have audited the consolidated balance sheets of Pinetree Capital Ltd. as at December 31, 2009
and 2008 and the consolidated statements of operations, deficit and cash flows for the years then
ended. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2009 and 2008 and the results of its operations
and its cash flows for the years then ended in accordance with Canadian generally accepted
accounting principles.

c;‘w.a: v ?4‘&7 ALP
Toronto, Canada

March 8, 2010 Chartered Accountants
Licensed Public Accountants



PINETREE CAPITAL LTD.
Consolidated Balance Sheets
As at December 31,

(In thousands of dollars)

2009 2008
Assets
Investments, at fair value (notes 4(a, b), 5) $ 366,724 133,969
Equity accounted investments (note 4(c)) 1,911 3,567
Cash and cash equivalents 404 28
Due from brokers 24 52
Prepaids and other receivables (note 11(f)) 312 445
Capital assets (note 6) 517 598
Income taxes receivable 3,307 18,985
Future income tax assets (note 14) 10,363 43,754
$ 383,562 201,398
Liabilities and Shareholders' Equity
Due to brokers (note 7) $ 33,673 50
Bank indebtedness, net (note 8) - 953
Accounts payable and accrued liabilities (note 11(a)) 6,824 442
Advances from officer (note 11(b)) - 24,234
Advances from affiliated company (note 9) - 1,250
Class C preferred share liabilities, at fair value (note 10) 373 -
40,870 26,929
Future income tax liabilities (note 14) - 259
40,870 27,188
Lease commitments (note 13)
Shareholders' equity
Share capital (note 12) 274,725 267,848
Warrants and broker warrants (note 12(h)) 67,139 72,268
Contributed surplus (note 12(i)) 27,008 17,667
Deficit (26,180) (183,573)
342,692 174,210
$ 383,562 201,398

See accompanying notes to the consolidated financial statements.

On behalf of the Board:

"Sheldon Inwentash" Director

"Ronald Perry" Director




PINETREE CAPITAL LTD.

Consolidated Statements of Operations

Years Ended December 31,

(In thousands of dollars, except for securities and per share amounts)

2009 2008
Net investment gains (losses)
Losses on disposal of investments, net (note 11(d)) $ (22,426) $ (4,607)
Unrealized gains (losses) on investments, net 229,344 (417,934)
Gain on disposal of equity accounted investment (note 11(e)) 370 -
Losses from equity accounted investments (note 4(c)) (116) (6,234)
207,172 (428,775)
Other income
Interest and dividend income 460 459
Other income (note 11(c)) 3,388 590
211,020 (427,726)
Expenses
Operating, general and administrative (notes 10, 11, 12(g)) 15,522 15,858
Transaction costs 1,491 1,249
Foreign exchange loss 1,571 191
Amortization 131 155
Interest (note 11(b)) 1,766 3,559
20,481 21,012
Income (loss) before income taxes 190,539 (448,738)
Provision for (recovery of) income taxes 33,146 (92,690)
Net income (loss) for the year (note 16(f)(iii)) $ 157,393 $ (356,048)
Earnings (loss) per common share
Basic $ 1.19 $ (2.92)
Diluted $ 1.18 $ (2.92)
Weighted average number of common shares outstanding
Basic 132,416,280 122,101,563
Diluted 133,250,083 122,101,563

See accompanying notes to the consolidated financial statements.



PINETREE CAPITAL LTD.
Consolidated Statements of Deficit
Years Ended December 31,

(In thousands of dollars)

2009 2008
Retained earnings (deficit), beginning of year $ (183,573) $ 172,475
Net income (loss) for the year 157,393 (356,048)
Deficit, end of year $ (26,180) $ (183,573)

See accompanying notes to the consolidated financial statements.



PINETREE CAPITAL LTD.

Consolidated Statements of Cash Flows

Years Ended December 31,
(In thousands of dollars)

2009 2008
Cash flows from (used in) operating activities
Net income (loss) for the year 157,393 (356,048)
Items not affecting cash
Losses on disposal of investments, net 22,426 4,607
Unrealized losses (gains) on investments, net (229,344) 417,934
Gain on disposal of equity accounted investment (370) -
Losses from equity accounted investments 116 6,234
Amortization 131 155
Stock-based compensation (note 12(g)) 4,223 11,375
Class C preferred share liabilities, at fair value 54 -
Net future income tax assets 33,132 (76,202)
(12,239) 8,055
Changes in non-cash working capital balances
related to operations
Prepaids and other receivables 133 (38)
Due from brokers 28 (52)
Income taxes receivable 15,678 (11,543)
Accounts payable and accrued liabilities 6,382 (10,735)
Income taxes payable - (737)
9,982 (15,050)
Cash flows from (used in) financing activities
Proceeds from issue of share capital pursuant to
private placements (note 10) 319 40,888
Proceeds from issue of share capital pursuant to
exercise of stock options (note 12(a)) 24 340
Advances from (repayments to) officer (24,234) 24,234
Increase (decrease) in due to brokers 33,623 (86,551)
Repayments to affiliated company (1,250) (9,378)
Bank indebtedness (953) 279
7,529 (30,188)
Cash flows from (used in) investing activities
Purchase of capital assets, net (50) (83)
Purchase of investments (203,117) (185,680)
Proceeds on disposal of investments 184,122 221,209
Purchase of equity accounted investments (740) (1,974)
Proceeds on disposal of equity accounted investment 2,650 -
Dividend received from equity accounted investment - 11,728
(17,135) 45,200
Net increase (decrease) in cash and
cash equivalents, during the year 376 (38)
Cash and cash equivalents, beginning of year 28 66
Cash and cash equivalents, end of year 404 28
Supplemental cash flow information
Income taxes paid - 1,233
Interest paid 1,766 3,559
Non-cash investing activities (note 12(b-e)) 6,842 -

See accompanying notes to the consolidated financial statements.



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements

December 31, 2009 and 2008

(In thousands of dollars, except for securities and per share amounts)

1.

Nature of business:

Pinetree Capital Ltd. (fPinetreed or the fCompanyd) was incorporated under the laws of the
Province of Ontario and its shares are publicly traded on the Toronto Stock Exchange (the
ATSX0) wunder t he $eernstadiversifiecd Mstment, fiRancialeadvisory, and
merchant banking firm focused on thesmall-c ap mar ket . Pinetreeds
the following resource sectors: Uranium, Oil & Gas, Precious Metals, Base Metals, and Potash,
Lithium and Rare Earths. As well, Pinetree has investments in the Biotechnology, Energy

Rel ated Technology, and Technol ogy sectors.

macro view of a sector, build a position consistent with the view by identifying micro-cap
opportunities within that sector, and devise an exit strategy designed to maximize the
C o mp a nelativesreturn in light of changing fundamentals and opportunities.

Significant accounting policies:

Management has prepared the accompanying consolidated financial statements in Canadian
dollars and in accordance with Canadian generally accepted accounting principles. The
significant accounting policies used in the presentation of the consolidated financial statements
are as follows:

(@) Basis of consolidation:

These consolidated financial statements include the accounts of Pinetree and its wholly-
owned subsidiaries: Genevest Inc., Pinetree (Barbados) Inc., Pinetree Capital Investment
Corp. ( i P C,laoEjnerald Capital Corp., as well as Pinetree Resource Partnership and
Pinetree Income Partnership in which Pinetree indirectly owns a 100% partnership
interest.  All inter-company accounts and transactions have been eliminated on
consolidation.

(b) Fair value of investments:
Investments which are designated , based on manage me nfordrading

using the fair value option and are reported at fair value. The determination of fair value
requires judgment and is based on market information where available and appropriate.

i NV e s

ntent

Attheendofeach financi al reporting perestimalesthea he Co

fair value of investments based on the criteria below and reflects such valuations in the
consolidated financial statements. The Company is also required to present its
investments (and other financial assets and liabilities reported at fair value) into three
hierarchy levels (Level 1, 2, or 3) based on the transparency of inputs used in measuring
the fair value, and to provide additional disclosure in connection therewith (see notes 3
and 5).



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

2.

Significant accounting policies (continued):

(i) Publicly-traded investments (i.e., securities of issuers that are public companies):

1. Securities, including shares, options, and warrants which are traded on a
recognized securities exchange and for which no sales restrictions apply are
recorded at fair value based on quoted closing bid prices at the consolidated
balance sheet date or the closing bid price on the last day the security traded if
there were no trades at the consolidated balance sheet date. These are included
in Level 1 in note 5.

2. Securities which are traded on a recognized securities exchange but which are
escrowed or otherwise restricted as to sale or transfer are recorded at amounts
discounted from market value to a maximum of 10%. In determining the
discount for such investments, the Company considers the nature and length of
the restriction. These are included in Level 2 in note 5.

3. For warrants which are not traded on a recognized securities exchange, no
market value is readily available. When there are sufficient and reliable
observable market inputs, a valuation technique is used; if no such market inputs
are available, the warrants are valued at intrinsic value, which is equal to the
higher of the closing bid price at the consolidated balance sheet date of the
underlying security less the exercise price of the warrant, and zero. These are
included in Level 2 in note 5.

(i) Private company investments (securities of issuers that are not public companies):

All privately-held investments (other than options and warrants) are initially recorded
at cost, being the fair value at the time of acquisition. Thereafter, at each reporting
period, the fair value of an investment may, depending upon the circumstances, be
adjusted using one or more of the valuation indicators described below. These are
included in Level 3 in note 5. Options and warrants of private companies are carried
at nil.

The determinations of f ai r -heldihvestmerdsfat othere Co mp
than initial cost are subject to certain limitations. Financial information for private

companies in which the Company has investments may not be available and, even if

available, that information may be limited and/or unreliable. Use of the valuation

approach described below may involve uncertainties and determinations based on the
Companyds judgment and any value &estimated
realized or realizable.



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

2. Significant accounting policies (continued):

The following circumstances are used to determine if the fair value of a privately-held
investment should be adjusted upward or downward at the end of each reporting
period. In addition to the events described below which may affect a specific
investment, the Company will take into account general market conditions when
valuing the privately-held investments in its portfolio. Absent the occurrence of any
of these events or any significant change in general market conditions, the fair value
of the investment is left unchanged.

The fair value of a privately-held investment may be adjusted upward if:

1. there has been a significant subsequent equity financing provided by outside
investors, at a valuation above the current value of the investee company, in
which case the fair value of the investment is set to the value at which that
financing took place;

2. there have been significant corporate, political or operating events affecting the
investeecompany that, in managementdds opinion,
i nvestee companyos prospects aln dthese her ef
circumstances, the adjustment to the fair value of the investment will be based
on manage manernt ans any wallig estimated may not be realized or
realizable.

Such events include, without limitation:

i. political changes in a country in which the investee company operates
which, for example, reduce the corporate tax burden, permit mining where,
or to an extent that, it was not previously allowed, or reduce or eliminate
the need for permitting or approvals;

ii. receipt by the company of environmental, mining, aboriginal or similar
approvals, which allow the investee company to proceed with its project(s);

iii. filing by the investee company of a National Instrument 43-101 technical
report in respect of a previously non-compliant resource;

iv. release by the investee company of positive exploration results, which
either proves or expands their resource prospects; and

v. important, positive management changes by the investee company that the
Company6s maeievesenilldave a very positive impact on the
investee company6s ability to achieve
shareholders.



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

2. Significant accounting policies (continued):

In the circumstances described above under (i) through (v), or in circumstances

where general market conditions so warrant it, an adjustment to the fair value of

an i nvest ment wi || be based u pamyn valea nagen
estimated may not be realized or realizable.

The fair value of a privately-held investment may be adjusted downward if:

1. there has been a significant subsequent equity financing provided by outside
investors, at a valuation below the current value of the investee company, in
which case the fair value of the investment is set to the value at which that
financing took place;

2. the investee company is placed into receivership or bankruptcy;

3. based on financial information received from the investee company, it is
apparent to the Company that the investee company is unlikely to be able to
continue as a going concern;

4. there have been significant corporate, political or operating events affecting the

investee company that, i n management 6s opi
investee companyds prospect Sheamuhtof ther ef or
changetothefar value of the investment i s based

and any value estimated may not be realized or realizable.
Such events include, without limitation:

i. political changes in a country in which the investee company operates
which increases the tax burden on companies, which prohibit mining where
it was previously allowed, which increases the need for permitting or
approvals, etc.;

i. deni al of the investee companyb6s appli
aboriginal or similar approvals which prohibit the investee company from
proceeding with its projects;

iii. the investee company releases negative exploration results; and

iv.  changes to the management of the investee company take place which the

Company believes will have a negative impact on the investee co mpany 6 s
ability to achieve its objectives and build value for shareholders.

10



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

2.

Significant accounting policies (continued):

(c)

(d)

In the circumstances described above under (i) through (iv), or in circumstances

where general market conditions so warrant it, an adjustment to the fair value of

an i nvest ment wi || be based u pamyn valea nagen
estimated may not be realized or realizable.

The resulting values for non-publicly traded investments may differ from values that
would be realized if a ready market existed. In addition, the amounts at which the
Companyd s p r -heldanwvestingnts could be disposed of currently may differ from
the carrying value assigned.

(ii) Other investment instruments:

|l ncluded in Pinetreebs investments are cert
follows:

1. Convertible debentures and convertible notes are carried as though converted to
common shares.

2. Cumulative dividends expected to be received are included in the fair value of
each investment.

Equity accounted investments:
Investments in companies over which Pinetree has or is deemed to have significant

influence, but does not control, are accounted for using the equity method. Under the
equity method, the investment is initially recorded at cost and the carrying value is

adjusted thereafter, t orata €héré & éncomet dr éoss Gfotlep any 6 s
equity accounted investment and any dividends received from the investment. The
Companyods share of net i ncome iaindudell instsee s o f

consolidated statements of operations.
Cash and cash equivalents:

Cash and cash equivalents consists of cash and short-term investments with original
maturities of less than three months.

11



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

2. Significant accounting policies (continued):

(e)

Q)

)

Capital assets:

Capital assets are recorded at cost, less accumulated amortization. Amortization is
provided at rates designed to amortize the cost of capital assets over their estimated
useful lives as follows:

Rate Basis
Computer equipment 30% to 45% Declining balance
Computer software 55% Declining balance
Furniture and equipment 20% Declining balance
Leasehold improvements, net 7 years Over the initial term of the lease

Revenue recognition:

Securities transactions are recorded on a settlement date basis. Realized gains and losses
on disposal of investments and unrealized gains and losses in the value of investments are
reflected in the consolidated statements of operations and are calculated on an average
cost basis. Upon disposal of an investment, previously recognized unrealized gains or
losses are reversed, so as to recognize the full realized gain or loss in the period of
disposition.  All transaction costs associated with the acquisition and disposition of
investments are expensed to the consolidated statements of operations as incurred.

Income or losses from an equity accounted investment are reflected in the consolidated
statements of operations at the end of each reporting period. Dividend income is
recorded on the ex-dividend date. Dividends received from equity accounted investments
are recorded as a reduction of the carrying value of the equity accounted investment.
Interest income and other income are recorded on an accrual basis.

Foreign currency translation:

The Company's subsidiaries are considered to be integrated operations. Accordingly,
monetary assets and liabilities denominated in foreign currencies are translated into
Canadian dollars at the rate of exchange prevailing at the end of the reporting period.
Non-monetary assets and liabilities denominated in foreign currencies are translated at
historical rates. All revenue and expenses denominated in foreign currencies are
translated at rates of exchange prevailing at the transaction dates. Gains or losses
resulting from translation are included in the determination of net income (loss) for the
period.

12



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements

December 31, 2009 and 2008

(In thousands of dollars, except for securities and per share amounts)

2.

Significant accounting policies (continued):

(h)

(i)

@)

(k)

0

Non-monetary transactions:

Transactions in which shares or other non-cash consideration are exchanged for assets or
services are valued at the fair value of the assets or services involved in accordance with
Section 3831, Non-Monetary Transactions, of the Canadian Institute of Chartered
Accountant® Handbook (f CI CA Handbooko) .

Income taxes:

The Company follows the liability method of tax allocation in accounting for income taxes.
Under this method, future income tax assets and liabilities are recognized for the future
tax consequences attributable to differences between the consolidated financial statement
carrying amounts of existing assets and liabilities and their respective tax bases. Future
income tax assets and liabilities are measured using enacted or substantively enacted tax
rates and laws expected to apply to taxable income in the year in which those temporary
differences are expected to be recovered or settled.

Stock-based compensation plans:

The Company has stock-based compensation plans which are described in note 12(f).
Any consideration received on the exercise of stock options or sale of stock is credited to
share capital. The Company records compensation expense and credits contributed
surplus for all stock options granted. Stock options granted during the year are accounted
for in accordance with the fair value method of accounting for stock-based compensation.
The fair value for these options is estimated at the date of grant using the Black-Scholes
option pricing model.

Interest expense:
Interest expense is recorded on an accrual basis.
Earnings (loss) per common share:

Basic earnings (loss) per common share is determined by dividing net income (loss)
attributable to common shareholders by the weighted average number of common shares
outstanding during the year, excluding shares securing employee share purchase loans
and shares in escrow. Diluted earnings (loss) per common share is calculated in
accordance with the treasury stock method and was based on the weighted average
number of common shares and dilutive common share equivalents outstanding.

13



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

2. Significant accounting policies (continued):
(m) Management 6 s uneeofestimatest i es and u

The preparation of these consolidated financial statements in conformity with Canadian
generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingencies at the date of the consolidated financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates.

(n) Cost of private placement financings:

Incremental costs incurred in respect of raising capital through private placements are
charged against equity proceeds raised.

(o) Class C preferred share liabilities:

Class C preferred share liabilities are liabilities designated as held-for-trading using the fair
value option. The fair value of these obligations is determined by reference to the
underlying trading price of Pinetree shares (note 10). The fair value of the Class C
preferred share liabilities also includes accrued dividends.

3. Changes in accounting policies/disclosure:

Effective January 1, 2009, the Company adopted prospectively the following new CICA
Handbook accounting and reporting standards for annual and interim financial statements:

@ I'n January 2009, tlhses u@lsCACGosmmE mearegei ncgoncl uded t
credit risk and the credit risk of the counterparty should be taken into account in
determining the fair value of financial assets and financial liabilities, including derivative
instruments. The application of incorporating credit risk into the fair value should result in
entities re-measuring the financial assets and financial liabilities as at the beginning of the
period of adoption. This abstract should be applied retrospectively without restatement of
prior periods to all financial assets and liabilities measured at fair value in interim and
annual financial statements for periods ending on or after January 20, 20009.
Retrospective application with restatement of prior periods is also permitted. The
adoption of this standard did not impact the position or earnings of the Company.

(b) The CICA Handbook Section 3064, Goodwill and Intangible Assets, which clarifies that
costs can be deferred only when they relate to an item that meets the definition of an
asset. As a result, start-up costs must be expensed as incurred. CICA Handbook Section
1000, Financial Statement Concepts, was also amended to provide consistency with this
new standard. The adoption of this standard did not impact the financial position or
earnings of the Company.

14



PINETREE CAPITAL LTD.

Notes To

The Consolidated Financial Statements

December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

3. Changes in accounting policies/disclosure (continued):

(©

InJune 2009, theCanadi an Accounti ng S tissuaddre ameadménts a
to CICA Handbook Section 3862, Financial Instruments - Disclosures, which reflect the
corresponding amendments made by the International Accounting Standards Board to
IFRS 7, Financial Instruments: Disclosures, in March 2009.

The amendments require that all financial instruments measured at fair value be
presented into one of the three hierarchy levels set forth below for disclosure purposes
(see note 5). Each level is based on the transparency of the inputs used to measure the
fair value of assets and liabilities.

(i) Level 1: Inputs are unadjusted quoted prices of identical instruments in active
markets.

(i) Level 2: Valuation models which utilize predominately observable market inputs.
(iii) Level 3: Valuation models which utilize predominately non-observable market inputs.

The classification of a financial instrument in the hierarchy is based upon the lowest level
of input that is significant to the measurement of fair value. The amendments to Section
3862 also require additional disclosure relating to the liquidity risk associated with financial
instruments (see note 16(a)). The amendments improve disclosure of financial
instruments specifically as it relates to fair value measurements and liquidity risk. The
adoption of the amendments did noti mpact t h e firancriah positiog @ sesults of
operations.

4. Investments:

(@)

Investments accounted for at fair value consist of the following as at December 31, 2009
by sector:

rd

(A

As at December

Issuer

31, 2009:

Note Security Description Cost Fair Value

% of
Sector
(FV)

Sector: Resources (Uranium)
Mega Uranium Ltd. (i, ii, iii) 13,400,000 common shares

914,712 warrants expire Feb 22, 2012
1,500,000 warrants expire Oct 26, 2014 $39,747 $ 10,356

Rockgate Capital Corp. (i, ii, ii) 8,500,000 common shares

Cline Mining Corp.
Tournigan Energy
Continental Precio

500,000 warrants expire Mar 27, 2010
250,000 warrants expire Jul 28, 2011 8,296 5,550
(i, ii, iii) 13,500,000 common shares 10,409 4,725
Ltd. (i, iii) 10,000,000 common shares 2,913 2,250
us Minerals Inc. (i, ii, ii) 2,000,000 common shares
1,000,000 warrants expire May 6, 2012 1,091 1,920

15

21.1

11.3
9.6
4.6

3.9



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008

(In thousands of dollars, except for securities and per share amounts)

4. Investments (continued):

As at December :-31, 2009: % of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Resources (Uranium)(continued)
Sparton Resources Inc. (ii, iii) 8,236,500 common shares
2,500,000 warrants expire Oct 5, 2010 2,323 1,542 3.1
Pele Mountain Resources Inc. (ii, iii) 8,000,000 common shares
1,000,000 warrants expire Feb 22, 2010 2,823 1,520 3.1
Forum Uranium Corp. (i, iii) 10,496,500 common shares
3,000,000 warrants expire Apr 22, 2011 2,708 1,381 2.8
U308 Corp. i, iii 2,550,100 common shares 996 1,224 25
Energy Fuels Inc. (iii) 4,500,000 common shares 3,456 1,125 23
Total of 50 other investments i Resources (Uranium) sector (iv) 58,050 17,473 35.7
132,812 49,066 100.0
Sector: Resources (Oil & Gas)
Brownstone Ventures Inc. (i, ii, ii) 7,647,000 common shares
500,000 warrants expire May 28, 2011 6,797 6,143 17.9
Southern Pacific Resources Corp. @i, ii) 5,488,500 common shares 4,724 5,300 154
Canadian Spirit Resources Inc. (i, ii, i) 2,121,300 common shares
500,000 warrants expire Feb 19, 2010 1,870 3,532 10.3
Vulcan Minerals Inc. (i, iii) 3,782,500 common shares
100,000 warrants expire Nov 26, 2011 2,246 2,487 7.2
Red Maple Energy Inc. (i) 5,400,000 common shares 750 1,557 4.5
Quetzal Energy Ltd. i, iii) 9,110,000 common shares
5,000,000 warrants expire Oct 26, 2011
600,000 warrants expire Apr 21, 2012 4,085 1,508 44
Changfeng Energy Inc. (iii) 3,346,500 common shares 1,329 1,088 3.2
Talon Metals Corp. (iii) 2,504,000 common shares 1,699 1,014 29
Total of 38 other investments i Resources (Oil & Gas) sector (iv) 29,168 11,775 34.2
52,668 34,404 100.0
Sector: Resources (Precious Metals)
Queenston Mining Inc. (i, ii, iii) 5,248,200 common shares 14,035 28,970 18.3
Colossus Minerals Inc. (i, i) 3,000,000 common shares 3,583 17,160 10.9
Evolving Gold Corp. (i, ii, ii) 9,500,000 common shares
500,000 warrants expire Nov 24, 2011 4,572 10,374 6.6
African Gold Group Inc. (i, ii, ii) 9,079,500 common shares
3,000,000 warrants expire Jan 23, 2011
282,500 warrants expire Jun 16, 2011 3,167 6,888 44
Solitario Exploration & Royalty Corp (i, iii) 2,508,053 common shares 5,107 6,019 3.8
Latin American Minerals Inc. i, iii 13,500,000 common shares
500,000 warrants expire Feb 19, 2010
1,000,000 warrants expire Oct 5, 2011 6,119 3,158 2.0
Mega Precious Metals Inc. i, iii 4,980,836 common shares
(formerly Mega Silver Inc.) 375,000 warrants expire Nov 2, 2010 2,847 2,957 1.9

16



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements

December 31, 2009 and 2008

(In thousands of dollars, except for securities and per share amounts)

4. Investments (continued):

As at December :-31, 2009: % of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Resources (Precious Metals) (continued)
Unigold Inc. (ii, iii) 10,516,000 common shares
1,500,000 warrants expire Dec 1, 2011 4,049 2,778 1.8
Valencia Ventures Inc. (ii, iii) 14,884,000 common shares
4,700,000 warrants expire Nov 25, 2011 4,580 2,686 1.7
Bear Gold Lake Ltd. (formerly NFX (i, iii) 10,327,000 common shares
Gold Inc.) 1,000,000 warrants expire Oct 23, 2010
750,000 warrants expire Jun 4, 2011 8,024 2,582 1.6
Niogold Mining Corp. i, iii 7,171,500 common shares
900,000 warrants expire Dec 22, 2010 2,588 2,242 14
Silver Quest Resources Ltd. i, iii) 4,250,000 common shares
1,250,000 warrants expire Sep 16, 2010
1,250,000 warrants expire Oct 6, 2010 877 2,163 1.4
Caledonia Mining Corporation (iii) 35,910,000 common shares 5,740 2,155 1.4
Temex Resources Corp. (ii, iii 8,977,000 common shares
440,000 warrants expire May 26, 2011 4,818 2,020 1.3
TNR Gold Corp. (iii) 6,575,000 common shares
500,000 warrants expire Apr 17, 2010 1,493 1,874 1.2
Commander Resources Ltd. (iii) 5,000,000 common shares 1,934 1,700 1.1
Redstar Gold Corp. i, iii) 6,750,000 common shares 1,433 1,688 1.1
Nortec Ventures Corp. (i) 16,080,000 common shares
540,000 warrants expire Feb 14, 2010
1,500,000 warrants expire Jun 15, 2011 2,482 1,675 1.1
Goldstone Resources Inc. (iii) 1,458,333 common shares
(formerly Ontex Resources 416,666 warrants expire Sept 5, 2010
Limited) 833,333 warrants expire Nov 22, 2010
441,666 warrants expire Feb 24, 2011 1,404 1,240 0.8
AMI Resources Inc. (ii, iii) 7,638,000 common shares
2,000,000 warrants expire May 4, 2010
1,500,000 warrants expire Apr 28, 2011 1,055 1,224 0.8
Shoreham Resources Ltd. i, iii 3,600,000 common shares
750,000 warrants expire May 14, 2010
250,000 warrants expire May 14, 2011 950 1,044 0.7
Gold Canyon Resources Inc. i, iii 5,550,000 common shares
1,000,000 warrants expire Sep 29, 2011 2,036 1,022 0.6
Treasury Metals Inc. (iii) 2,186,055 common shares
500,000 warrants expire Nov 22, 2010 645 1,016 0.6
Pacific North West Capital Corp. (i, iii) 5,500,000 common shares
250,000 warrants expire Dec 30, 2010 2,498 1,008 0.6
Total of 120 other investments i Resources (Precious Metals) sector (iv) 91,636 52,384 32.9
177,672 158,027 100.0
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PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

4. Investments (continued):

As at December :-31, 2009: % of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Resources (Potash, Lithium and Rare Earths)
Ucore Uranium Inc. (i, ii, ii) 10,000,000 common shares
1,250,000 warrants expire Jul 24, 2011 4,549 5,081 18.7
Stans Energy Corp. (i, iii) 6,000,000 common shares
2,000,000 warrants expire Nov 30, 2010 934 2,767 10.2
Orocobre Ltd. Q)] 2,500,000 common shares 2,573 2,689 9.9
Rare Earth Metals Inc. (i, iii) 4,000,000 common shares
2,000,000 warrants expire Dec 16, 2011 1,000 2,019 7.4
Lithium Americas Corp. Q)] 1,250,000 common shares 700 1,875 6.9
IC Potash Corp. (formerly Trigon (i) 4,285,500 common shares
Uranium Corp.) 937,500 warrants expire Dec 2, 2011 4,701 1,564 5.8
49 North Resources Inc. i, iii) 815,000 common shares
815,000 warrants expire Jun 18, 2011 2,241 1,557 5.7
Fieldex Exploration Inc. i, iii 6,879,278 common shares
1,388,889 warrants expire Oct 29, 2011 1,146 1,450 5.3
New World Resource Corp. i, iii 6,236,852 common shares
925,926 warrants expire Sep 25, 2010
1,000,000 warrants expire Jun 26, 2011 3,074 1,363 5.0
Total of 19 other investments i Resources (Potash, Lithium and Rare Earths) sector (iv) 9,318 6,738 25.1
30,236 27,103 100.0
Sector: Resources (Base Metals)
Noront Resources Ltd. @i, ii) 3,600,000 common shares 6,965 7,452 104
Macarthur Minerals Ltd. (i, ii, ii) 4,465,200 common shares
500,000 warrants expire Jan 3, 2010 5,372 3,751 5.2
Bridgeport Ventures Inc. (i, ii, ii) 1,602,600 common shares
500,000 warrants expire Dec 1, 2012 698 3,158 4.4
Coro Mining Corp. (i, iii) 5,000,000 common shares 900 2,800 3.9
International Nickel Ventures Corp. (i, ii) 2,800,000 common shares 3,615 2,464 3.4
Probe Mines Ltd. i, iii) 4,500,000 common shares 3,080 2,430 3.4
MacDonald Mines Exploration Ltd. (i, iii) 14,916,000 common shares
3,075,000 warrants expire Oct 29, 2011 7,012 2,163 3.0
Creston Moly Corp. (iii) 10,409,900 common shares
2,500,000 warrants expire May 9, 2010 8,370 2,147 3.0
MBMI Resources Inc. i, iii 7,617,074 common shares
1,000,000 warrants expire Dec 29, 2010
1,000,000 warrants expire May 28, 2011 6,266 1,809 2.5
Uranium Star Corp. (iii) 3,000,000 common shares
1,500,000 warrants expire Jun 16, 2011 786 1,533 2.1
Infrastructure Materials Corporation (ii, iii) 7,525,000 common shares 2,877 1,529 2.1
Tribute Minerals Inc. (iii) 9,450,000 common shares
1,000,000 warrants expire Jun 24, 2011
2,500,000 warrants expire Dec 21, 2011 1,612 1,317 1.8
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PINETREE CAPITAL LTD.

Notes To The

Consolidated Financial Statements

December 31, 2009 and 2008

(In thousands

of dollars, except for securities and per share amounts)

4. Investments (continued):

As at December :-31, 2009: % of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Resources (Base Metals) (continued)
Bolero Resources Corp. (ii, iii) 1,665,500 common shares
1,000,000 warrants expire Oct 28, 2011 3,637 1,050 1.5
Copper Mesa Mining Corporation (ii, iii) 20,787,270 common shares 3,601 1,039 14
Total of 91 other investments i Resources (Base Metals) sector (iv) 100,785 37,069 51.9
155,576 71,711 100.0
Sector: Biotechnology
Antisense Therapeutics Limited (i, iii) 37,500,000 common shares 2,055 1,938 43.3
GeneNews Ltd. Q)] 3,181,500 common shares 2,012 1,223 27.3
Total of 6 other investments i Biotechnology sector (iv) 6,005 1,317 29.4
10,072 4,478 100.0
Sector: Energy Related Technology
Opel International Inc. (i, i, iii) 6,150,000 common shares
1,000,000 warrants expire May 11, 2010
750,000 warrants expire Dec 13, 2011 6,037 1,476 28.4
Sustainable Energy Technology Ltd. (i) 1,726,667 common shares
$200,000 convertible debenture
440,000 warrants expire May 7, 2013 690 1,058 20.4
Total of 10 other investments i Energy Related Technology sector (iv) 10,511 2,656 51.2
17,238 5,190 100.0
Sector: Technology and Other
Enghouse Systems Ltd. () 750,000 common shares 5,217 6,450 38.5
Diagnos Inc. (i, ii, iii) 5,767,500 common shares
1,500,000 warrants expire Nov 11, 2011 1,683 2,730 16.3
View22 Technology Inc. (i) 1,138,000 common shares
$525,000 convertible debenture
150,000 warrants expire Jul 8, 2010
500,000 warrants expire Aug 2, 2010 1,225 1,487 8.9
Cyber Bay Corp. Q)] 100,000,000 common shares 1,165 1,266 7.6
Total of 22 other investments i Technology and Other sector (iv) 16,018 4,812 28.7
25,308 16,745 100.0
Total investments (v) $601,582 $ 366,724
(i) These investments are in the top five of their respective sector, by fair value, and
these investments have a fair value greater than $1,000 as at December 31, 2009.
(i) The Company has filed an fAearly warning rej

securities legislation for these investments and these investments have a fair value

greater than $1,000 as at December 31, 2009.
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4. Investme

(iii)

(v)

)

nts (continued):

The Company owns, on a partially diluted basis, at least a 5% interest in the company
and these investments have a fair value greater than $1,000 as at December 31,
2009.

Total other investments in each sector include all equity investments, warrants,
promissory notes, and convertible debentures which are not individually listed in
their respective sector, held by the Company as at December 31, 2009.

As at December 31, 2009, included in total investments were securities of private
companies with a fair value totaling $32,731 (cost of $41,346) determined in

accordance with the Companyds accounting pol

(b) Investments accounted for at fair value consist of the following as at December 31, 2008

by sector:
As at December 31, 2008: % of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Resources (Uranium)
Mega Uranium Ltd. (i, ii, ii) 9,889,920 common shares
110,000 warrants expire Feb 14, 2009
54,200 warrants expire Feb 13, 2012
914,712 warrants expire Feb 22, 2012 $ 39,630 $ 7,559 28.0
Cline Mining Corp. (i, ii, iii) 12,850,000 common shares 10,058 3,341 12.4
Dynamite Resources Ltd. (i, ii, iii) 11,424,500 common shares
5,500,000 warrants expire Aug 17, 2009 4,514 1,113 4.1
Tournigan Energy Ltd. Q)] 5,000,000 common shares 1,755 1,025 3.8
Total of 75 other investments i Resources (Uranium) sector (iv) 91,160 13,915 51.7
147,117 26,953 100.0
Sector: Resources (Oil & Gas)
Changfeng Energy Inc. (i, iii) 3,350,000 common shares 1,330 1,340 13.3
Brownstone Ventures Inc. (i, ii, iii) 3,489,500 common shares 4,390 1,256 12.5
Total of 39 other investments i Resources (Oil & Gas) sector (iv) 34,333 7,470 74.2
40,053 10,066 100.0
Sector: Resources (Precious Metals)
Queenston Mining Inc. (i, ii, ii) 4,530,600 common shares 10,654 12,504 24.7
Colossus Minerals Inc. (i, ii, ii) 2,950,100 common shares
450,000 warrants expire Feb 13, 2010
475,000 warrants expire Feb 13, 2011
1,000,000 warrants expire Dec 6, 2011 2,147 3,126 6.2
Solitario Resources Corp. (i, iii) 1,668,900 common shares 3,606 3,037 6.0
Caledonia Mining Corporation (i, iii) 27,866,000 common shares 5,385 1,811 3.6
Bear Gold Lake Ltd. (formerly NFX (i, iii) 5,763,250 common shares
Gold Inc.) 500,000 warrants expire Apr 24, 2009
1,000,000 warrants expire Oct 23, 2010 6,619 1,744 3.5
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December 31, 2009 and 2008

(In thousands of dollars, except for securities and per share amounts)

4. Investments (continued):

As at December :-31, 2008: % of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Resources (Precious Metals) (continued)
Evolving Gold Corp. (ii, iii) 8,099,100 common shares
1,250,000 warrants expire Jul 25, 2009 3,402 1,701 3.4
Nortec Ventures Corp. (i, iii) 14,580,000 common shares
540,000 warrants expire Feb 14, 2010 2,317 1,385 2.7
Aranka Gold Inc. (iii) 2,228,688 common shares 3,440 1,114 2.2
Mega Silver Inc. i, iii 4,131,636 common shares
375,000 warrants expire Nov 2, 2009 2,262 1,028 2.0
Total of 145 other investments i Resources (Precious Metals) sector (iv) 147,059 23,090 45.7
186,891 50,540  100.0
Sector: Resources (Potash, Lithium and Rare Earths)
Western Potash Corp. (i, ii, ii) 7,188,700 common shares
6,000,000 warrants expire Oct 15, 2009 3,835 1,904 52.1
Phoenix Coal Inc. (i) 4,965,523 common shares 3,849 1,241 33.9
Total of 5 other investments i Resources (Potash, Lithium and Rare Earths) sector (iv) 2,535 513 14.0
10,219 3,658  100.0
Sector: Resources (Base Metals)
Noront Resources Ltd. (i, ii, iii) 10,000,000 common shares 30,313 6,200 23.2
Macarthur Minerals Ltd. (i, ii, ii) 4,157,700 common shares
500,000 warrants expire Jul 3, 2009 5,109 4,781 17.9
Nearctic Nickel Mines Inc. (i, ii, iii) 1,000,000 common shares
$1,040,000 convertible debenture
1,000,000 warrants expire Jan 4, 2010 1,540 1,800 6.7
Total of 90 other investments i Resources (Base Metals) sector (iv) 120,615 13,907 52.2
157,577 26,688  100.0
Sector: Biotechnology
Haemacure Corp. (i, ii, iii) 18,470,179 common shares
2,948,679 warrants expire Jan 5, 2012
2,948,679 warrants expire Apr 13, 2013 3,374 1,755 31.9
Bio-Extraction Inc. Q)] 4,150,000 common shares
1,000,000 warrants expire Jan 29, 2010 1,254 1,619 29.5
Antisense Therapeutics Limited (i, iii) 36,500,000 common shares
2,500,000 warrants expire Sep 30, 2009 2,015 1,092 19.9
Total of 6 other investments i Biotechnology sector (iv) 6,709 1,027 18.7
13,352 5,493 100.0
Sector: Energy Related Technology
Total of 10 investments i Energy Related Technology sector (iv) 15,710 2,366 100.0
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4. Investments (continued):
As at December 31, 2008: %o of
Sector
Issuer Note Security Description Cost Fair Value (FV)
Sector: Technology and Other
Sofame Technologies Inc. (i, ii, ii) 1,883,000 common shares
$500,000 convertible debenture
499,998 warrants expire Dec 10, 2009 971 1,689 20.6
VIQ Solutions Inc. (i, ii, ii) 7,008,000 common shares
850,000 warrants expire Mar 25, 2010 1,416 1,296 15.8
Total of 32 other investments i Technology and Other sector (iv) 26,612 5,220 63.6
28,999 8,205 100.0
Total investments (v) $599,918 $ 133,969

(i) These investments are in the top five of their respective sector, by fair value, and
these investments have a fair value greater than $1,000 as at December 31, 2008.

(i The Company has filed an e aapplgablevGa@madianng r e |
securities legislation for these investments and these investments have a fair value
greater than $1,000 as at December 31, 2008.

(iii) The Company owns, on a partially diluted basis, at least a 5% interest in the company
and these investments have a fair value greater than $1,000 as at December 31,
2008.

(iv) Total other investments in each sector include all equity investments, warrants,
promissory notes, and convertible debentures which are not individually listed in
their respective sector, held by the Company as at December 31, 2008.

(v) As at December 31, 2008, included in total investments were securities of private
companies with a fair value totaling $14,270 (cost of $42,082) determined in
accordance with the Olioyfq privatedcompanyg iovestments ng p
and representing an overall reduction of approximately 75% of the fair value of
these investments to reflect similar declines in public market valuations of similar
companies.
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4. Investments (continued):

(c) Equity accounted investments consist of the following for the years ended December 31:

2009 2008
Equity accounted investments - carrying value, beginning of year $ 3,567 $ 19,555
Purchases of equity accounted investments 740 1,974
Proceeds on disposal of equity accounted investment (note 11(e)) (2,650) -
Gain on disposal of equity accounted investment (note 11(e)) 370 -
Losses from equity accounted investments (116) (6,234)
Dividend received from equity accounted investment - (11,728)
Equity accounted investments - carrying value, end of year $ 1,911 $ 3,567
Equity accounted investments - cost $ 2,714 $ 1,974
Number of equity accounted investments 4 3
5. Financial instruments hierarchy:
Thef ol | owi ng table presents t heanedSuet ptdair yalusonthé nanc i

consolidated balance sheet as at December 31, 2009, categorized into levels of the fair value
hierarchy in accordance with Section 3862 of the CICA Handbook and as described in notes 2(b,

0) and 3:
Level 1 Level 2 Level 3
Quoted Valuation technique Valuation technique
market price — observable market — non-observable
inputs market inputs Total
Assets
Investments, at fair value $ 281,964 $ 52,029 $ 32,731 $ 366,724
281,964 52,029 32,731 366,724
Liabilities
Class C preferred share
liabilities, at fair value - $ 373 - $ 373
- 373 - 373

There were no significant transfers from Level 1 to 2 or Level 2 to 1 during the year ended
December 31, 2009.
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December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

5. Financial instruments hierarchy (continued):

The following table presents the changes in fair value measurements of financial instruments
classified as Level 3 for the year ended December 31, 2009. These financial instruments are
measured at fair value utilizing non-observable market inputs. The realized losses and net
unrealized gains are recognized in the consolidated statement of operations.

Opening Net Realized Net Net Ending
balance, purchases losses unrealized transfer balance,
December 31, gains out of December 31,
2008 Level 3 2009
Investments, at fair value $ 14,270 $ 4,966 $ (3,649) $ 18,856 $ (1,712) $ 32,731

6. Capital assets:

Capital assets consist of the following as at December 31:

2009 2008
Accumulated Net book Accumulated Net book
Cost amortization value Cost amortization value
Computer equipment $ 76 $ 5 $ 21 §$ 72 $ 40 $ 32
Computer software 20 1 19 - - -
Leasehold improvements, net 347 133 214 320 85 235
Furniture and equipment 465 202 263 466 135 331
$ 908 $ 391 $ 517 $ 858 $ 260 $ 598

7. Due to brokers:

Due to brokers consists of margin borrowings col
at the brokers. In the normal course of business, the Company utilizes the margin borrowings

to finance its investment activities. Interest is charged on the daily outstanding balance at a

tiered rate equal to the brokers6 overnight rate plus a percentage ranging from 0.15% to

1.25%, depending on the amount of margin used.

8. Bank indebtedness:
The Company has an operating line of credit withthe Roy al Bank of Cap®da (AF
$1, 000 coll ater al i aseeth. Thg opeérdtirg line@ mmtpeditnbgads Snterest at

RBCO6s prime rate plus 0. AbadwDeeemher 31,2009, the Companyd e ma n d
had utilized nil (2008 - $953) of the line of credit.
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9.

10.

11.

Advances from affiliated company:

As at December 31, 2008, the Company had advances which were unsecured and interest free

from Power One Capit al Ma rok §£1 250 which was trepaid driigPthhew e r On e

year ended December 31, 2009 (note 11(e)).
Class C preferred share liabilities:

During the year ended December 31, 2009, Pi netr ee 6 s s udompleted brokeyed
and non-brokered private placements of an aggregate of 31,900 Class C preferred shares
( A Cl &hlameso ®f PCIC at a price of $10 per Class C Share for gross proceeds of $319. PCIC
paid commissions and other expenses totaling $58 related to the private placements which
were recorded in the consolidated statements of operations. PCIC is authorized to issue an
unlimited number of Class A preferred shares, Class B preferred shares, Class C Shares, and
common shares. Pinetree owns directly and indirectly all Class A preferred shares, Class B
preferred shares, and common shares of PCIC.

As at December 31, 2009, 31,900 Class C Shares were issued and outstanding. The Class C
Shares are non-voting, redeemable and retractable at any time, and entitle the holders thereof
to receive cumulative dividends at a rate of 5% per annum until December 31, 2010 and at a
rate of 8% per annum thereafter. The Class C Shareséredemption and retraction prices are
l inked to the market price of the Comp d@demptidrs
price (at any time) and minimum retraction price (until the first anniversary of issue) of $10 per
share. As at December 31, 2009, both the redemption price and the retraction price in effect
was $11.69 per share and the Company recorded an increase in fair value of the Class C Shares
of $54 which was expensed in the consolidated statements of operations. As at December 31,
2009, the Company had Class C preferred share liabilities of $373.

Related party transactions:

All transactions with related parties have occurred in the normal course of operations and are
recorded at the exchange amount, which is the amount of consideration established and agreed
to by the related parties.

Related party transactions were as follows during the years ended December 31:

PCI C.

comm

Type of service Nature of relationship 2009 2008

Consulting fees (a) Director, shareholders, and officers $ 7,135 $ 978
Directorsofees Directors 136 113
Interest expense (b) Director, shareholder, and officer 1,532 1,133
Other income (c) Affiliated companies 3,388 590

Realized gains (losses) on disposal

of investments (d) Affiliated companies 406 (21,437)

Realized gains on disposal of equity
accounted investments (e) Director, shareholder, and officer 370

Dividend income (e) Affiliated company - 11,728
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11. Related party transactions (continued):

(@)

(b)

(c)

(d)

Consulting agreements &haiemanwand Ghief tExeeutiveC Officgra ny 6 s
( A CE Wire President - Legal & Corporate Affairs, and Vice President - Business
Development. In addition to his regular consulting fees, the Company has accrued a

special bonus to the CEO of $6,000 in recognition of the positive results achieved by the

Company during the 2009 fiscal year. The costs relating to these agreements and the

special bonus are included in operating, general and administrative expenses. Subsequent

to December 31, 2009, the CEO6s consulting agr
agreement was signed between the CEO and the Company.

From time to time, the CEO advances funds to Pinetree. On December 15, 2008, the
Company entered into a $25,000 credit facilit:
Credit Facility is secured under a Gener al S ¢
covers all present and future tangible and intangible property of the Company subject to

any security interests ranking in priority thereto, including the security interest for the

Co mp a mbanldlise of credit (note8) and i n favour of the Compan
of its margin borrowings (note 7). The Credit Facility which was due to mature on

December 15, 2009 was extended to March 31, 2010, bears interest at a rate of 1% per

month on the outstanding principal amount and has a standby fee of 0.25% per annum

on the undrawn portion of the Credit Facility calculated daily and payable monthly in

arrears. During the year ended December 31, 2009, a maximum balance of $24,549 was

outstanding under the Credit Facility. Included in the consolidated statements of

operations is $1,532 (2008 - $1,133) of interest expense relating to this balance. As at

December 31, 2009, there was no balance owing under the Credit Facility.

Other income relates to consulting, sublease, and services agreements of approximately
$3,388 (2008 - $590) from companies in which Pinetree has a common director and
common officers. The Company has a cost sharing arrangement with certain of its
affiliated companies covering specific operating, general and administrative expenses,
including lease commitments and salaries.

During the year ended December 31, 2009, the Company sold certain of its investments at

mar ket prices to Mega Uranium Ltd. (AMegao) .
which is a company with a common director and common officers of the Company and a
reporting issuer trading on the TSX under t hfeomteg mbol
sales were $1,348 (2008 - $12,816) and the Company recognized an aggregate realized

gain of $406 (2008 - aggregate realized loss of $15,195) on the sales. During the year

ended December 31, 2009, the Company also purchased certain investments from Mega,

at market, for a total cost of $1,880.

During the year ended December 31, 2008, the Company sold certain of its investments at

mar ket price to Brownstone Ventures Il nc. (
investment in Brownstone which is a company with common directors and common
officers of the Company and a reporting issuer trading on the TSX Venture Exchange
(ATSXvia@)er the symbol A Bfihdhe salesTwere $25,13¢ and the e d s
Company recognized an aggregate realized loss of $6,242 on the sales.

3t
m™
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(In thousands of dollars, except for securities and per share amounts)

11. Related party transactions (continued):

12.

(e) During the year ended December 31, 2009, the Company sold an equity accounted
investment, its 50% interest in PowerOne with a carrying value of $2,280 to the
C o mp a nEO&a total consideration of $2,650, in order to divest of an asset which did
not fit wi tofe buBiness.e The Eoenpany recognized a gain on the disposal of
the equity accounted investment of $370. During the year ended December 31, 2008, the
Company received dividend income of $11,728 from PowerOne.

(f) As at December 31, 2009, the Company had a loan receivable from an officer of the
Company totaling $75. Theloanbear s i nterest at RBCo6s pr
compounded monthly. The loan was used by the officer to purchase investments, is
collateralized by the investments and was repaid in full subsequent to December 31, 2009.

(9) During the year ended December 31, 2009, the Company granted the following options to
officers and directors of the Company:

Date Granted Options Granted Exercise Price Expiry

April 1, 2009 1,375,000 $ 1.29 March 31, 2014

June 30, 2009 50,000 1.73 June 29, 2014

September 1, 2009 2,330,000 1.46 August 31, 2014

December 1, 2009 50,000 2.07 November 30, 2014
Total granted 3,805,000

Share capital:

Authorized: Unlimited number of common shares, no par value

Issued and outstanding common shares:

# of Shares Amount

Balance, December 31, 2007 113,632,032 $ 236,126

Issued pursuant to exercise of stock options 404,656 483

Issued pursuant to private placement financing, net 17,277,300 31,239

Balance, December 31, 2008 131,313,988 $ 267,848

Issued pursuant to exercise of stock options (a) 40,868 35

Issued pursuant to an investment in 49 North Resource Fund Inc. (b) 914,796 2,241

Issued pursuant to the acquisition of Caymus Capital Corp. (c) 2,000,001 2,980

Issued pursuant to an investment in U308 Corp. (d) 600,000 996

Issued pursuant to an investment in Resinco Capital Partners Inc.
(formerly Longview Capital Partners Inc.) (e) 360,000 625

Balance, December 31, 2009 135,229,653 $ 274,725

@)

During the year ended December 31, 2009, 40,868 stock options were exercised at prices
ranging from $0.52 to $0.62 per share for total proceeds of $24. Pursuant to the exercise
of stock options, amounts of $11 in contributed surplus were reallocated to share capital.
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12. Share capital (continued):

(b) On June 19, 2009, the Company acquired 815,000 units of 49 North Resource Fund Inc.
(A49 Northo) at an aggregate price of $2,241,
Pinetree. Each unit was comprised of one common share and one common share
purchase warrant of 49 North. Each warrant is exercisable for one common share of
49 North at a price of $3.50 per share until expiry on June 18, 2011. 49 North is an
investmentcompany and a reporting issuer trading on f

() On October 16, 2009, the Company issued 2,000,001 common shares of Pinetree as
consideration for the acquisition by the Company of all of the outstanding shares of
Caymus Capital Corp. (A Cay mus o) , a private investment <con
Canada. The purchase price of the acquisition of Caymus was $2,980.

(d) On October 20, 2009, the Company acquired 2,550,100 common shares of U308 Corp.
valued at $996 in exchange for 600,000 common shares of Pinetree. U308 Corp. is a
Canadian uranium exploration company and a reporting issuer trading on the TSXV under
t he symbol A UWEDO.

(e) On November 17, 2009, the Company acquired 6,250,000 units of Resinco Capital
Parthner s | nc. (formerly Longview Yaagdiat $25 inPart ne
exchange for 360,000 common shares of Pinetree. Each unit was comprised of one
common share and one common share purchase warrant of Resinco. Each warrant is
exercisable for one common share of Resinco at $0.15 per share of until expiry on
November 17, 2011. Resinco is a global investment company which specializes in
providing early stage financing to private and public exploration and mining companies in
the hard rock minerals, precious metals, rare-earth minerals, oil, gas, water and
renewable energy markets. Resinco is a reporting issuer trading on the TSX under the
symbol ARI NO.

(f)  Stock option plans:

The Company grants stock options to eligible directors, officers, employees and
consultants pursuant to its 200 7Thex003BldowaBpt i on
established during the Companyds fiscal year
other stock option plans of the Company (which were concurrently terminated). Options

granted under these other plans which remain outstanding are now governed by the 2007

Plan. Under the terms of the 2007 Plan, the number of common shares which may be

issued pursuant to the exercise of options granted under or otherwise governed by the

2007 Plan may not exceed 10% of the number of common shares outstanding at the time

of grant, however, the number of options that have been cancelled or expired unexercised

(whether in full or in part) will once again be issuable under the 2007 Plan.

The exercise price of an option granted under the 2007 Plan is determined by the Board of
Directors but cannot be less than the closing price of the common shares on the TSX on
the last day on which the common shares trade prior to the grant date of the option.
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12. Share capital (continued):

)

The Board of Directors has the discretion to determine the term and vesting provisions (if
any) of options granted under the 2007 Plan, provided that the option terms may not
exceed 10 years. In the last quarter of 2008, the Company established a fixed schedule
of option grant dates. Going forward, options may be granted on a quarterly basis, on
four designated dates during each year.

Stock options:

The following table summarizes stock options granted during the year ended
December 31, 2009:

Date Granted Options Granted Exercise Price Expiry

April 1, 2009 1,535,000 $ 1.29 March 31, 2014

June 30, 2009 50,000 1.73 June 29, 2014

September 1, 2009 2,526,400 1.46 August 31, 2014

December 1, 2009 110,000 2.07 November 30, 2014
Total granted 4,221,400

Stock options granted during the year ended December 31, 2009 vest at the rate of 1/6™
of the grant at the end of each three-month period over an 18-month period. In
accordance with CICA Handbook Section 3870, options granted are accounted for by the
fair value method of accounting for stock-based compensation. The Company records
compensation expense over the vesting period and credits contributed surplus for all
options granted.

The fair value of the options granted during the year ended December 31, 2009 was
estimated at the date of grant using the Black-Scholes option pricing model with the
following assumptions:

Black-Scholes assumptions used

Expected volatility 97.6%
Expected dividend yield 0.0%
Risk-free interest rate 2.25%
Expected option life in years 3.5
Fair value per stock option granted on April 1, 2009 $ 0.84
Fair value per stock option granted on June 30, 2009 $ 1.13
Fair value per stock option granted on September 1, 2009 $ 0.95
Fair value per stock option granted on December 1, 2009 $ 1.35
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12. Share capital (continued):

The fair value of the options granted during the prior year was estimated at the date of
grant using the Black-Scholes option pricing model with the following assumptions:

Black-Scholes assumptions used

Expected volatility

95.6% - 97.6%

Expected dividend yield 0.0%
Risk-free interest rate 3.25%
Expected option life in years 3.5
Fair value per stock option granted on April 11, 2008 $ 2.04
Fair value per stock option granted on June 17, 2008 $ 1.86

For the year ended December 31, 2009, included in operating, general and administrative
expenses is stock-based compensation of $1,205 (2008 - $1,422) relating to the stock
options granted during the year and $3,018 (2008 - $9,953) relating to stock options
granted in prior years to directors, officers, employees, and consultants of the Company.

A summary of the status

during the years then ended is presented below:

osfas at Deeemhieio3rh, @mrd rchariges

2009 2008

Weighted Weighted

Average Average
Stock Options # of Options Exercise Price # of Options  Exercise Price
Outstanding, at beginning of year 6,182,208 $ 5.38 5,364,364 $
5.88
Granted 4,221,400 1.42 1,522,500 3.13
Exercised (40,868) 0.59 (404,656) 0.84
Cancelled/terminated (50,000) 2.82 (300,000) 9.10
Outstanding, at end of year 10,312,740 $ 3.79 6,182,208 $ 5.38
Exercisable, at end of year 7,038,852 $ 4.89 4,650,646 $ 5.68
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12. Share Capital (continued):

The following table summarizes information about stock options outstanding and
exercisable as at December 31, 2009:

Number of Options Number of Options Exercise
Outstanding Exercisable Price Expiry Date

200,000 200,000 $ 0.60 January 2, 2010

280,000 280,000 0.53 June 15, 2010

170,000 170,000 1.10  November 16, 2010

100,000 100,000 1.62 December 5, 2010

200,000 200,000 1.75 January 2, 2011

34,340 34,340 3.99 June 20, 2011

50,000 50,000 5.25 October 15, 2011

100,000 100,000 9.74 February 4, 2012

912,500 912,500 13.02 April 26, 2012

50,000 50,000 9.50 July 2, 2012

25,000 25,000 4.08 September 3, 2012

2,522,000 2,522,000 5.45 September 16, 2012

1,447,500 1,447,500 3.14 April 10, 2013

1,535,000 510,500 1.29 March 31, 2014

50,000 16,600 1.73 June 29, 2014

2,526,400 420,412 1.46 August 31, 2014

110,000 - 2.07  November 30, 2014

10,312,740 7,038,852

(h) Warrants and broker warrants:

A summary
December 31, 2009 and

of t he st at wasanto énd brdker watrentspas raty 6 s
2008 and the changes during the years then ended is presented

below:
2009 2008
# of Warrants Weighted # of Warrants Weighted
and Broker Average and Broker Average
Warrants and Broker Warrants Warrants Exercise Price Warrants Exercise Price
Outstanding, at beginning of year 22,542,671 $ 7.21 13,181,250 $ 9.89
Issued - - 9,361,421 3.44
Expired (1,306,250) 8.18 - -
Outstanding, at end of year 21,236,421 $ 7.15 22,542,671 $ 7.21
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12. Share Capital (continued):

The following table summarizes the warrants and broker warrants outstanding as at

December 31, 2009:

Number of Warrants

Warrants/ Broker

and Broker Warrants Exercise Price Expiry Date Warrants Value
5,000,000 $ 15.00 April 16, 2012 $ 37,100
6,875,000 6.50 October 23, 2012 19,662
722,771 2.72 July 11, 2010 615
8,638,650 3.50 July 11, 2013 9,762
21,236,421 $ 67,139

(i) Contributed surplus transactions for the respective years are as follows:

Amount
Balance, December 31, 2007 $ 6,435
Stock-based compensation (note 12(g)) 11,375
Exercise of stock options (143)
Balance, December 31, 2008 17,667
Stock-based compensation (note 12(g)) 4,223
Exercise of stock options (note 12(a)) (11)
Reallocation of expired broker warrants 5,129
Balance, December 31, 2009 $ 27,008

Contributed surplus comprises the fair value of stock-based compensation of $21,879 and
the fair value of expired broker warrants of $5,129. On April 16, 2009, 550,000 broker
warrants exercisable at $12.13 per share expired unexercised and on October 23, 2009,
756,250 broker warrants exercisable at $5.30 per share expired unexercised. Pursuant to
the expiry of the broker warrants, amounts of $5,129 were reallocated to contributed

surplus.

13. Lease commitments:

Future minimum annual lease payments under operating leases for equipment and premises are

approximately as follows:

2010 $ 650
2011 689
2012 687
2013 681

$ 2,707
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14. Income taxes:

(@) The provision for (recovery of) income taxes attributable to income before income taxes
differs from the amounts computed by applying the combined federal and provincial tax
rate of 33.0% (2008 i 33.5%) of pre-tax income (loss) as a result of the following:

2009 2008
Income (loss) before income taxes $ 190,539 $ (448,738)
Computed expected income tax provision (recovery) 62,878 (150,328)
Non-taxable portion of capital losses 43,449 188
Non-taxable portion of unrealized losses (gains) (1,000) 5,495
Non-taxable stock-based compensation expense 1,394 3,811
Tax rate differential (29,265) 5,239
Foreign tax rate differential 897 (615)
Future income tax asset valuation allowance (43,754) 43,754
Permanent and other differences (1,453) (234)
Provision for (recovery of) income taxes $ 33,146 $ (92,690)

(b) Significant components of the provision for (recovery of) income taxes for the year ended
December 31 are as follows:

2009 2008
Current tax recovery $ - $ (15,760)
Future income tax recovery relating to
origination and reversal of temporary differences 33,146 (76,930)
Provision for (recovery of) income taxes $ 33,146 $ (92,690)

(c) The tax effects of temporary differences that give rise to significant portions of the future
income tax assets and future income tax liabilities are presented below:

2009 2008

Future income tax assets

Non-capital losses $ 10,874 $ 77,737
Corporate minimum tax credit 4,103 4,103
Ontario transitional tax credits 2,619 -
Share issuance costs 1,867 2,986
Investments i differences in carrying value and tax cost (9,319) 2,500
Capital assets i differences in amortized and unamortized cost 219 182
Total future income tax assets 10,363 87,508
Less: valuation allowance (i) - (43,754)
Net future income tax assets 10,363 43,754
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14. Income taxes (continued):

Future income tax liabilities

Investments i differences in carrying value and tax cost - (259)

Net future income tax liabilities - (259)

Net future income tax assets $ 10,363 $ 43,495
(i) The future income tax assets ( i F TrAlate primarily to the tax benefit that would

arise from the appl i c at-daptal losses carridd eforwdrd, mp any 0

corporate minimum tax credits, and Ontario transitional tax credits against future
taxable income. A valuation allowance against the FTA is recorded to the extent that
the Company considers it more likely than not that all or a portion of the FTA will not
be realized. As at December 31, 2008, based wupon the Compa
of taxable income and expectations for future taxable income, the Company believed
that it was more likely than not that the Company would realize the tax benefits of
only a portion of the non-capital losses carried forward during the next several
years. As such, the Company recorded a valuation allowance equal to 50% of the
FTA, resulting in a valuation allowance of $43,754. As at December 31, 2009, the
Company believes that it will more likely than not realize the tax benefits and as
such, the Company has recorded no valuation allowance.

(d) At December 31, 2009, the Company has approximately $49,000 (2008 - $245,422) of
non-capital |l osses available to reduce future ye
of which has been recorded in the accounts. The non-capital losses will expire on
December 31, 2028.

15. Management of capital:

The Company includes the following in its capital as at December 31:

2009 2008
Due to brokers $ 33,673 $ 50
Bank indebtedness - 953
Advances from officer - 24,234
Advances from affiliated company - 1,250
Class C preferred share liabilities, at fair value 373 -
Sharehol dersdé6 equity com
Share capital 274,725 267,848
Warrants and broker warrants 67,139 72,268
Contributed surplus 27,008 17,667
Deficit (26,180) (183,573)
$ 376,738 $ 200,697

nyos
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15. Management of capital (continued):
The Companyds objectives when managing capital al

(@) to ensure that the Company maintains the level of capital necessary to meet the
requirements of its brokers and bank;

(b) to allow the Company to respond to changes in economic and/or marketplace conditions
by maintaining its ability to purchase new investments;

(c) to give shareholders sustained growth in shareholder value by increasing s har ehol der s
equity; and

(d) to maintain a flexible capital structure which optimizes the cost of capital at acceptable
levels of risk.

The Company manages its capital structure and makes adjustments to it in the light of changes
in economic conditions and the risk characteristics of its underlying assets. The Company
maintains or adjusts its capital level to enable it to meet its objectives by:

(a) realizing proceeds from the disposition of its investments;

(b) utilizing leverage in the form of margin (due to brokers)and t he Companyds bar
line (bank indebtedness);

(c) raising capital through equity financings; and

(d) utilizing a Credit Facility from the CEO and borrowing funds in the form of advances from
related parties.

The Company is not subject to any capital requirements imposed by a regulator. When using
margin for its investing activities, however, Pinetree is subject to the margin requirements
applicable thereto, which can require, at any time and from time to time, that the Company
provide additional funds to its brokers depending upon the then-value of its investments
purchased on margin.

The payment of cash dividends does not form par:
program and, to date, the Company has not declared any cash dividends on its shares.

However, the holders of the Class C Shares issued by PCIC are to receive cumulative dividends

at a rate of 5% per annum until December 31, 2010 and at a rate of 8% per annum thereafter

with the first dividend payable on June 30, 2010. The Companyds management
for the management of capital and monitors the C
a daily basis. The Company expects that its current capital resources will be sufficient to

discharge its liabilities as at December 31, 2009.
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16. Financial instruments:
Financial instrument risks:

The investment o p e rbasingssoinvalve thd purbhase and rsate eob securities
and, accordingly, the majority of the Companyo6s
instruments. The use of financial instruments can expose the Company to several risks,
including liquidity, market, interest rate, currency and credit risks. A discussion of the
Companydés use of financi al instruments and their

(@) Liquidity risk:

Liquidity risk is the risk that the Company will have sufficient cash resources to meet its

financial obligations as they bec o me due. The Companyds | iquidi
may be adversely affected if the Cohndaedy s ac
whether as a result of a downturn in stock market conditions generally or related to
matters specific to the Company, or i f the va
resulting in lesser proceeds of disposition and losses upon disposition. The Company

generates cash flow primarily from its financing activities and proceeds from the

disposition of its investments, in addition to interest and dividend income earned on its
investments. Pi netree invests signifissaerstwhigh canmat secur
times be relatively illiquid, and if the Company decides to dispose of securities of a

particular issuer it may not be able to do so at the time at favourable prices, or at all.

Overall, the Company has sufficient marketable securities which are freely tradable and

relatively liquid to fund its obligations as they become due under normal operating

conditions, such that absent overall market disruptions or extreme circumstances, liquidity

risk can be minimized.

The Company uses varying levels of f i nanci al |l everage (or fimarg
investments. Trading on margin allows the Company to borrow part of the purchase price

of the investments (using marginable investments as collateral), rather than pay for them

in full. Buying on margin allows the Company to increase its portfolio size by increasing

the number and amount of investments through the use of leverage. However, if the

mar ket moves against the Companydés positions &
value, the Company may be required to provide additional funds to its brokers, which

could be substantial. Given the nature of t he
have sufficient cash on hand to meet margin calls and may be required to liquidate
investments prematurely and/or at a loss, in order to generate funds needed to satisfy the
Companyd6s obligations.

Furthermore, if the Company is unable to provide the necessary funds within the time
required,t he Companyds mar gmay bebrivaduntarily ligeidatednat a loss
by its brokers to meet the obligations (and the Company may still be required to make up
any additional shortfall in funds thereafter).
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16. Financial instruments (continued):

The Company has at times borrowed funds from other sources to meet its obligations, but
there can be no assurances that such funds will be available in the future, or available on
reasonable terms, and the absence of available funding and/or the saleof t he Company 6 :

investments in order to meet margin calls could have a materially adverse impact on the
C o0 mp a operatisg results.

The Company manages liquidity risk by reviewing the amount of margin available on a
daily basis, and managing its cash flow given its daily margin availability. The Company
holds investments which can be converted into cash when required.

As at December 31, 2009, the Company had used margin of $33,673 and had additional

margin available of $1,831. The following table shows the estimated sensitivity of the
Companydés available margin from a change in
investments with all other variables held constant as at December 31, 2009:

Margin available Margin available with

with a % increase in a % decrease in
Percentage of change in closing bid prices closing bid price closing bid price
2% $ 2,017 $ 1,645
4% 2,204 1,459
6% 2,390 1,272
8% 2,576 897
10% 2,762 101

As at December 31, 2008, the Company had used margin of $50 and had additional

margin available of $1,148. The following table shows the estimated sensitivity of the
Companyo6s available margin from a change in t
investments with all other variables held constant as at December 31, 2008:

Margin available Margin available from

from a % increase in a % decrease in

Percentage of change in closing bid prices closing bid price closing bid price
2% $ 1,179 $ 1,117
4% 1,209 1,086
6% 1,240 1,056
8% 1,271 1,025
10% 1,301 994

As at December 31, 2009, the Company also has Class C preferred share liabilities of $373

related to the potential redemption and/or retraction of Class C Shares. The prices at

which redemption/retraction rights may be exercised are based on the volume weighted

average trading ( " VWApficeper share of the GaenpnatmeyldXs comm
for the applicable 20-day trading period (note 10), subject to a minimum redemption price

of $10 per Class C Share during the first year after issue. The actual
redemption/retraction price in effect as at December 31, 2009 was $11.69 per share.
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16. Financial instruments (continued):

The following table shows the esCass@aprefered sensi
share liability amounts based on different 20-d ay VWAT prices of the Cor
shares as at December 31, 2009:

Total Class C preferred share

Redemption/ liabilities related to the Increase in Class
Pi net r e-ddys retraction value redemption/retraction of C preferred share
VWAT trading price per Class C Share  Class C Shares liabilities
$ 1.87 $ 10.00 $ 319 $ 0
2.00 10.71 342 23
2.25 12.05 384 65
2.50 13.39 427 108
2.75 14.73 470 151
3.00 16.06 512 193
3.25 17.40 555 236
3.50 18.74 598 279
3.75 20.08 641 322
4.00 21.42 683 364
The following table shows t he Cdatespelategtds | i abi |

liquidity risk as at December 31, 2009:

Payments due by period

Liabilities and obligations Total Les?,::;:n 1 1y-e_af :ea:ss I;f‘t;:ss
Due to brokers $ 33,673 $ 33,673 $ - $ - $ -
Accounts payable and accrued liabilities 6,824 6,824 - - -
Class C preferred share liabilities 373 373 - - -
$ 40,870 $ 40,870 $ - $ - $ -

(b) Market risk:

Market risk is the risk that the fair value of, or future cash flows from,t he Company o:
financial instruments will significantly fluctuate due to changes in market prices. The

value of the financial instruments can be affected by changes in interest rates, foreign

exchange rates, and equity and commodity prices. The Company is exposed to market

risk in trading its investments, and unfavourable market conditions could result in
dispositions of investments at less than favourable prices.

Additionally, in accordance with CICA Handbook Section 3855, Pinetree is required to
mark to market its held-for-trading investments at the end of each reporting period. This
process could result in significant write-d o wns of the Companyods inves
more reporting periods, particularly during periods of overall market instability, which
would have a significant unfavourablee f f ect on Pinetreeds financi a
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16. Financial instruments (continued):

The Company manages market risk by having a portfolio which is not singularly exposed

to any one issuer or class of issuers, although P i n e timvestnéns activities are currently
concentrated primarily across several sectors in the natural resource industry: uranium, oil

and gas, precious metals, potash, lithium and rare earths, and base metals. The Company

also has set thresholds on purchases of investments over which the approval of the Board

of Directors is required. During periods of significant broader market volatility or volatility

experienced by the resource/commodity markets, the value of the Company 6s i nves
portfolio can be quite vulnerable to market fluctuations.

The following table shows the estimateds ensi t i vi t y odftertakmetirCan@mpany 6 s
(loss) for the year ended December 31, 2009 from a change in the closing bid price of the
Companyo6s investments with @&datDeembere3l, 200%r i abl es

Change in net after-tax Change in net after-tax

Percentage of change in closing income (loss) from % income (loss) from %

bid prices increase in closing bid price decrease in closing bid price
2% $ 6,248 $ (6,248)
4% 12,496 (12,496)
6% 18,744 (18,744)
8% 24,992 (24,992)
10% 31,240 (31,240)

The following table shows the estimateds ensi t i vi ty of -“takmeti@an@mpany 6 s
(loss) for the year ended December 31, 2008 from a change in the closing bid price of the

Companydés investments with al/ ot her wvariabl es
Change in net after-tax Change in net after-tax

Percentage of change in closing income (loss) from % income (loss) from %

bid prices increase in closing bid price decrease in closing bid price
2% $ 1,835 $ (1,835)
4% 3,671 (3,671)
6% 5,506 (5,506)
8% 7,341 (7,341)
10% 9,177 (9,177)

(c) Interest rate risk:

I nterest rate risk is the impact that <changes
income and liabilities. As at December 31, 2009, the Company had due to brokers

(margin) which bears interest at rates fluctuating with the prime rate or overnight lending

rate. The Companydés obligations under the Credit F
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16. Financial instruments (continued):

All of the interest risk liabilities can be repaid by the Company at any time, without notice
or penalty, which provides the Company with some ability to manage and mitigate its
interest rate risk. Pinetree does not hedge against any interest rate risk.

The following table shows t he epetaftentaxiecdmesensi t
(loss) for the year ended December 31, 2009 from a change in the interest rate on the

average interest risk liabilities with all other variables held constant as at

December 31, 2009:

Change in net after-tax Change in net after-tax
income (loss) from an income (loss) from a
Change in interest rate increase in interest rate decrease in interest rate
0.25% $ (29) $ 29
0.50% (58) 58
0.75% (87) 87
1.00% (116) 116
The following table shows the esti mixiecdnesensi t

(loss) for the year ended December 31, 2008 from a change in the interest rate on the
average interest risk liabilities with all other variables held constant as at
December 31, 2008:

Change in net after-tax Change in net after-tax

income (loss) from an income (loss) from a
Change in interest rate increase in interest rate decrease in interest rate
0.25% $ (73) $ 73
0.50% (147) 147
0.75% (220) 220
1.00% (294) 294

(d) Currency risk:

Currency risk is the risk that the fair value of, orf ut ur e cash fl ows fr om,
financial instruments will fluctuate because of changes in foreign exchange rates. The

C o mp a mperations are exposed to foreign exchange fluctuations, which could have a

significant adverse effect on its consolidated results of operations from time to time. The

Company may have margin borrowings or financial instruments denominated in U.S.

dollars, Australian dollars, and British pounds. A change in the foreign exchange rate of

the Canadian doll ar versus another currsency n
obligations due to brokers and increase or decrease the value of its financial instruments.
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16. Financial instruments (continued):

The Company believes it is not significantly exposed to foreign exchange risk and does not
actively hedge its foreign currency exposure, althoughPi net reed6s f oreign ex.

t o a certain extent, mitigated by t he Comp
investments.

The following assets and liabilities were denominated in foreign currencies as at December 31:

2009 2008

Denominated in U.S. dollars:

Investments $ 11,885 $ 6,102

Cash and cash equivalents 11 26

Due from brokers 24 53

Prepaids and other receivables 129 92

Due to brokers (139) (6)

Accounts payable and accrued liabilities (22) (11)
Net assets denominated in U.S. dollars 11,888 6,256
Denominated in Australian dollars:

Investments 11,335 4,365

Due to brokers (443) (61)
Net assets denominated in Australian dollars 10,892 4,304
Denominated in British pounds:

Investments 86 187
Net assets denominated in British pounds 86 187

The following table shows the esti mixipcdnesensi t

(loss) for the year ended December 31, 2009 from a change in the U.S. dollar exchange

rate in which the Company has exposure with all other variables held constant as at
December 31, 2009:

Change in net after-tax Change in net after -
income (loss) from an tax income (loss)

increase in % in the from a decrease in %

U.S. dollar exchange in the U.S. dollar
Percentage of change in U.S. dollar rate exchange rate
2% $ 159 $ (159)
4% 319 (319)
6% 479 (479)
8% 637 (637)
10% 796 (796)
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16. Financial instruments (continued):

The followingt abl e s hows

the esti mat

ed sentmxincomei ty

(loss) for the year ended December 31, 2009 from a change in the Australian dollar
exchange rate in which the Company has exposure with all other variables held constant

as at December 31, 2009:

Percentage of change in Australian dollar

Change in net after-tax
income (loss) from an
increase in % in the
Australian dollar
exchange rate

Change in net after -
tax income (loss)
from a decrease in %
in the Australian
dollar exchange rate

2% $ 146 $ (146)

4% 292 (292)

6% 438 (438)

8% 584 (584)

10% 730 (730)
The following table shows the

as at December 31, 2009:

o f

esti miaxiecdmes ensi t
(loss) for the year ended December 31, 2009 from a change in the British pounds

exchange rate in which the Company has exposure with all other variables held constant

Percentage of change in British pounds

increase in % in the
British pounds
exchange rate

Change in net after-tax Change in net after -
income (loss) from an

tax income (loss)
from a decrease in %
in the British pounds

exchange rate

2%

$ 1 $ (1)
4% 2 (2)
6% 3 3)
8% 5 (5)
10% 6 (6)

The following table shows the estimateds ensi t i vi ty
(loss) for the year ended December 31, 2008 from a change in the U.S. dollar exchange
rate in which the Company has exposure with all other variables held constant as at

December 31, 2008:

of t h@ximCammp any 0 s

Percentage of change in foreign

Change in net after-tax
income (loss) from an
increase in % in the
U.S. dollar exchange

Change in net after -
tax income (loss)
from a decrease in %

in the U.S. dollar

currencies rate exchange rate

2% $ 83 $ (83)
4% 166 (166)
6% 250 (250)
8% 333 (333)
10% 416 (416)

42



PINETREE CAPITAL LTD.

Notes To The Consolidated Financial Statements
December 31, 2009 and 2008
(In thousands of dollars, except for securities and per share amounts)

16. Financial instruments (continued):

The following table shows the esti mixipcdnesensi t
(loss) for the year ended December 31, 2008 from a change in the Australian dollar

exchange rate in which the Company has exposure with all other variables held constant

as at December 31, 2008:

Change in net after-tax Change in net after -
income (loss) from an tax income (loss)

increase in % in the from a decrease in %
Percentage of change in foreign Australian dollar in the Australian
currencies exchange rate dollar exchange rate
2% $ 57 $ (57)
4% 114 (114)
6% 172 (172)
8% 229 (229)
10% 286 (286)

(e) Credit risk:

Credit risk is the risk associated with the inability of a third party to fulfill its payment
obligations. The Company is exposed to the risk that third parties that owe it money or
securities (in connection with convertible or debt securities, for example) will not perform
their underlying obligations.

The Companyb6s investments in conyandpromistéoy deber
notes are carried as though converted to common shares. As at December 31, 2009, the

total fair value of these investments was $1,498. The Company believes it is not
significantly exposed to credit risk as these investments comprise 0.4% of t he Compan
total investments.

(f) Fair value of financial instruments:

The method of calcul ati ng tfihaacalfirstruments andthe of t
assumptions made in determining their value, varies depending upon the nature of the
instrument:

(i) The carrying values of cash and cash equivalents, other receivables, due from/to
brokers, bank indebtedness, accounts payable and accrued liabilities, advances from
officer, and advances from affiliated company in the consolidated balance sheets
approximate their fair values due to the short-term nature of these instruments.

(i) Investments and Class C preferred share liabilities are carried at amounts in
accordance with the Cdesateas 5,98). accounting pol
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16.

17.

18.

Financial instruments (continued):

(iii) The Company does not have any other comprehensive income (loss) components
and, as such, comprehensive income (loss) is equal to net income (loss).

The totala mount of the change in fair value of
total amount of unrecognized gains and losses on its financial instruments are reflected in the
accompanying consolidated statements of operations. Assumptions made in determining the

t

he

C

fair value of the Companyés financiopal i nstrument

Segmented information:

The Company has a single reportable geographic segment - Canada-and al | of t
capital assets are located in Canada.

Future accounting changes:

Recent accounting pronouncements:

(@) The CICA issued a new accounting standard, CICA Handbook Section 1582, Business
Combinations, which improves the relevance, reliability and comparability of the
information that a reporting entity provides in its financial statements regarding a business
combination and its effects; CICA Handbook Section 1601, Consolidated Financial
Statements, which establishes standards for the preparation of consolidated financial
statements; and CICA Handbook Section 1602, Non-Controlling Interests, which
establishes accounting for non-controlling interests in consolidated financial statements
subsequent to a business combination. These new standards are effective for business
combinations for which the acquisition date is on or after the beginning of the first annual
reporting period beginning on or after January 1, 2011. The Company is currently
assessing the impact of these standards on its future acquisitions.

(b) On February 13, 2008, the AcSB confirmed January 1, 2011 as the official changeover
date for publicly listed Canadian companies to begin using International Financial
Reporting 9SRR®n placedos GAAPAas the basis for preparation of financial
statements. Pinetree will adopt IFRS commencing with financial statements for periods
ending after January 1, 2011, with comparatives for the same periods in the prior year.

The Company has begun the process to transition from GAAP to IFRS. The initial analysis
of IFRS in comparison with GAAP has identified a number of differences. Management
believes that mo s t of the differences wi
reported results and financial position, although there may be significant changes in
certain areas following the adoption of IFRS. The Company expects that most
adjustments required upon transition to IFRS will be made retrospectively against opening
retained earnings, and shown on the first comparative consolidated balance sheet.
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18. Future accounting changes (continued):

Il FRS 1, AFirst Mn me r Matoipdan aoln FKifnanci al
entities which are adopting IFRS for the first time with a number of optional exemptions
and mandatory exceptions to certain of the IFRS requirements for retrospective
application of IFRS. The Company is analyzing the various choices and will implement
t hose whi ch ar e deter mined t o be mo s t
circumstances.

19. Comparative consolidated financial statements:

20.

The comparative consolidated financial statements have been reclassified from statements
previously presented to conform to the presentation of the December 31, 2009 consolidated
financial statements.

Subsequent events:

(a)

(b)

Subsequent to December 31, 2009, the Company received a total of $76 for payment in
full of the loan receivable from an officer of the Company (note 11(f)).

Subsequent to December 31, 2009, 200,000 stock options were exercised at $0.60 per
share for total proceeds of $120.
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