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NOTICE TO READER

These unaudited interim consolidated financial statements for the second financial quarter
ended June 30, 2009 have not been reviewed by our auditors, Davidson & Company,
Chartered Accountants. They have been prepared by Pinnacle Mines Ltd.’s management in
accordance with accounting principles generally accepted in Canada, consistent with
previous quarters and years. These unaudited consolidated financial statements should be
read in conjunction with the audited financial statements for the year ended December 31,
2008.



Contents

Consolidated Balance Sheets, unaudited

Consolidated Statements of Loss, Deficit and
Comprehensive Income (Loss), unaudited

Consolidated Statements of Cash Flows, unaudited

Notes to the Consolidated Financial Statements, unaudited

4-17



Pinnacle Mines Ltd.

Consolidated Balance Sheets
Unaudited — prepared by management

June 30, December 31,
2009 2008
Assets
Current
Cash and cash equivalents $ 1,427,053 $ 2,395,763
Short-term investments (Note 5) 26,774 38,249
Receivables 297,462 67,991
Prepaids 11,234 24,426
1,762,523 2,526,429
Environmental reclamation deposits (Note 6) 55,000 55,000
Mineral property interests (Note 7) 9,710,562 9,885,663
Equipment (Note 8) 65,066 87,745
$ 11,593,151 $ 12,554,837
Liabilities
Current
Payables and accruals $ 162,623 $ 502,408
Future income tax liability 925,000 925,000
1,087,623 1,427,408
Shareholders' Equity
Share capital (Note 9) 28,601,336 28,601,336
Contributed surplus (Note 9) 1,327,312 1,327,153
Accumulated other comprehensive loss (Note 10) (331,203) (319,728)
Deficit (19,091,917) (18,481,332)
10,505,528 11,127,429

$ 11,593,151 $ 12,554,837

Ability to continue as a going concern (Note 2)
Commitments (Note 12)
Subsequent events (Note 18)

Approved on Behalf of the Board

"Herrick Lau" Director
Herrick Lau

"Lawrence A. Dick" Director
Lawrence A. Dick

See accompanying notes to the consolidated financial statements.



Pinnacle Mines Ltd.

Consolidated Statements of Loss, Deficit and

Comprehensive Income (Loss)
Unaudited — prepared by management

Three Months Ended

Six Months Ended

June 30, June 30,
2009 2008 2009 2008
General and administrative expenses
Amortization $ 7,532 $ 8,006 $ 14,029 $ 16,011
Consulting senices 59,800 25,920 118,377 55,166
Foreign exchange (gain) loss 1,085 8,522 (4,754) 12,620
Management senices (Note 13) 17,500 17,500 35,000 40,834
Investor relations 8,488 22,324 19,695 62,751
Professional fees 20,497 76,887 33,365 125,565
Office 15,895 11,467 32,140 34,884
Rent 19,615 16,782 37,847 34,612
Salaries and benefits 17,959 27,885 47,262 60,904
Regulatory and shareholder senices 25,941 24,640 33,131 34,298
Stock-based compensation (Note 9) - 17,608 159 37,402
Travel 4,356 6,976 9,395 25,141
198,668 264,517 375,646 540,188
Loss before undernoted income (expenses) (198,668) (264,517) (375,646) (540,188)
Write-down of mineral property interests (Note 7) (228,246) - (228,246) -
Property investigations (7,513) - (7,513) -
Loss on sale of short-term investments - - - (4,353)
Interest and miscellaneous income 1,592 1,044 1,746 1,230
Loss on sale of equipment - - (926) -
(234,167) 1,044 (234,939) (3,123)
Loss before income taxes (432,835) (263,473) (610,585) (543,311)
Future income tax recovery - - - 650,000
Net income (loss) for the period $ (432,835) % (263,473) $ (610,585) $ 106,689
Other comprehensive income
Unrealized gains (loss) on available-for-sale
investments (Note 10) (11,475) (76,478) (11,475) (108,844)
Comprehensive loss $ (444,310) $ (339,951) $ (622,060) $ (2,155)

Deficit, beginning of period

$ (18,659,082)$ (15,299,535)$ (18,481,332)$ (15,669,697)

Loss for the period (432,835) (263,473) (610,585) 106,689
Deficit, end of period $ (19,091,917)$ (15,563,008)$ (19,091,917)$ (15,563,008)
Gain (loss) per share, basic and diluted $ (0.00) $ (0.01)$ 0.01) % 0.00
Weighted average common shares outstanding 91,576,147 32,842,548 91,576,147 29,029,801

See accompanying notes to the consolidated financial statements.



Pinnacle Mines Ltd.

Consolidated Statements of Cash Flows

Unaudited — prepared by management

Three Months Ended

Six Months Ended

June 30, June 30,
2009 2008 2009 2008
Cash derived from (applied to)
Operating activities
Net income (loss) for the period $ (432,835)$ (263,473)$ (610,585) % 106,689
Amortization 7,532 8,006 14,029 16,011
Loss on sale of short-term investments - - - 4,353
Stock-based compensation - 17,608 159 37,402
Future income tax recovery - - - (650,000)
Write-down of mineral properties 228,246 - 228,246 -
Change in non-cash operating working capital (Note 11) (226,042) (149,752) (430,273) 151,519
(423,099) (387,611) (798,424) (334,026)
Financing activities
Shares issued for cash, net of costs - 794,518 - 814,518
Investing activities
Mineral property expenditures
Exploration expenditures (18,825) (575,904) (291,845) (1,017,079)
Recovery of IVA taxes - Mexico 599 - 112,911 -
Deposit - (100,000) - (100,000)
Sale of short-term investments - - - 11,090
Proceeds on sale of equipment - - 12,793 -
Purchase of equipment (4,145) - (4,145) -
(22,371) (675,904) (170,286)  (1,105,989)
Decrease in cash and cash equivalents (445,470) (268,997) (968,710) (625,497)
Cash and cash equivalents
Beginning of period 1,872,523 1,863,587 2,395,763 2,220,087
End of period $ 1,427,053 $ 1,594,500 $ 1,427,053 $ 1,594,590
Cash and cash equivalents comprise:
Cash $ 76,053 $ 1,544,590 $ 76,053 $ 1,544,590
Cashable guaranteed investment certificates 1,351,000 50,000 1,351,000 50,000
$ 1,427,053 $ 1,594,590 $ 1,427,053 $ 1,594,590
Supplementary disclosure with respect to cash flows
Cash paid for income taxes $ - % - $ - $ -
Cash paid for interest $ - % - % - $ -

Supplementary cash flow information (Note 14)

See accompanying notes to the consolidated financial statements.



Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

1. Nature of operations

Pinnacle Mines Ltd. (the “Company”) was incorporated under the laws of the Province of British
Columbia. The Company’s shares are traded on the TSX Venture Exchange ("TSXV"). The
Company's business is to acquire, explore and develop interests in mining projects particularly
the Silver Coin gold deposit located in Stewart, BC. To date, the Company has not generated
significant revenues and is considered to be in the exploration stage.

The Company is in the process of exploring its mineral property interests and has not yet
determined whether its mineral property interests contain mineral reserves that are economically
recoverable. The Company’s continuing operations, and the recoverability of the amounts shown
for mineral properties are entirely dependent upon the existence of economically recoverable
mineral reserves, the ability of the Company to obtain the necessary financing to complete the
exploration and development of its mineral property interests, and on future profitable production
or proceeds from the disposition of the mineral property interests.

The business of exploring for and mining of minerals involves a high degree of risk and there can
be no assurance that current exploration programs will result in profitable mining operations.

2. Ability to Continue as a Going Concern

The Company’s interim unaudited consolidated financial statements have been prepared in
accordance with Canadian generally accepted accounting principles (“GAAP”) applicable to a
going concern, which assumes that the Company will be able to continue in operation for the
foreseeable future and will be able to realize its assets and discharge its liabilities in the normal
course of business. Accordingly, these consolidated financial statements do not reflect any
adjustments in the carrying values of the assets and liabilities, the reported expenses, and the
balance sheet classifications used that would be necessary if the going concern assumption were
not appropriate. Such adjustments could be material. As at June 30, 2009 the Company has no
source of operating cash flow and has an accumulated deficit of approximately $19.1 million.
Operations for the period ended June 30, 2009 have been funded primarily from the issuances of
capital stock and net changes in working capital balances.

Continued operations of the Company are dependent upon its ability to receive continued
financial support, complete public equity financings, or generate profitable operations in the
future. Management is actively seeking to raise the necessary capital to meet its funding
requirements and has undertaken available cost cutting measures.




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

3. Basis of presentation and adoption of accounting policies

These unaudited interim consolidated financial statements have been prepared in accordance
with Canadian GAAP for the presentation of interim financial information. These consolidated
financial statements do not include all disclosures required for annual financial statements and
therefore should be read in conjunction with the most recent audited annual consolidated financial
statements of the Company for the year ended December 31, 2008.

Presentation

Where applicable, comparative figures have been reclassified to conform with presentation used
in the current year.

The financial statements follow the same accounting policies and methods of their application as
the annual financial statements except as described below.

The Company adopted the following new accounting policies effective January 1, 2009:

(a) Goodwill and intangible assets

The Company will adopt the new standard Goodwill and Intangible Assets (Section 3064) for
its fiscal year beginning January 1, 2009. This Section replaces Section 3062, Goodwill and
Other Intangible Assets, and Section 3450, Research and Development Costs. The new
Section establishes standards for the recognition, measurement, presentation and disclosure
of goodwill subsequent to its initial recognition and of intangible assets by profit-oriented
enterprises. Standards concerning goodwill are unchanged from the standards included in
Section 3062. The Company is currently evaluating the impact of the adoption of this new
Section on its consolidated financial statements.

4. Recent accounting pronouncements

(a) Business combinations, non-controlling interest and consolidated financial statements
In January 2009, the CICA issued Handbook Section 1582 Business Combinations, 1601
Consolidated Financial Statements and 1602 Non-controlling Interests which replace CICA
Handbook Sections 1581 Business Combinations and 1600 Consolidated Financial
Statements.  Section 1582 establishes standards for the accounting for business
combinations that is equivalent to the business combination standard under IFRS. Section
1582 is applicable for the Company’s business combinations with acquisition dates on or
after January 1, 2011. Section 1601 together with Section 1602 establishes standards for the
preparation of consolidated financial statements. Section 1601 is applicable for the
Company'’s interim and annual consolidated financial statements for its fiscal year beginning
January 1, 2011. Early adoption of this Section is permitted and all three Sections must be
adopted concurrently.




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

4.

(b)

Recent accounting pronouncements (continued)

International financial reporting standards (“IFRS")

In addition to the above new accounting pronouncements the Canadian Accounting
Standards Board ("AcSB") in 2006 published a new strategic plan that will significantly affect
financial reporting requirements for Canadian companies. The AcSB strategic plan outlines
the convergence of Canadian GAAP with International Financial Reporting Standards
(“IFRS”) over a five-year transitional period. In February 2008 the AcSB announced that
2011 is the changeover date for publicly-accountable enterprises to use IFRS, replacing
Canada's own GAAP. The date is for interim and annual financial statements relating to
fiscal years beginning on or after January 1, 2011. The transition date of January 1, 2011 will
require the restatement for comparative purposes of amounts reported by the Company for
the year ended December 31, 2010. While the Company has begun assessing the adoption
of IFRS for 2011, the financial reporting impact of the transition to IFRS cannot be reasonably
estimated at this time.

Short-term investments

Investments held in the short term are classified as available-for-sale.

Shares Cost Fair Value
June 30, 2009
Mountain Boy Minerals Ltd. 764,975 $ 357,977 $ 26,774
December 31, 2008
Mountain Boy Minerals Ltd. 764,975 $ 357,977 $ 38,249




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

6. Environmental reclamation deposits

The environmental reclamation deposits represent term deposits pledged in favour of regulatory
authorities as security for performance of site restoration. These deposits will be released to the
Company on satisfactory reclamation of the property.

June 30, December 31,

2009 2008

Silver Coin reclamation bond $ 30,000 $ 30,000
Surprise Creek reclamation bond 10,000 10,000
Summit Lake reclamation bond 15,000 15,000
$ 55,000 $ 55,000

7. Mineral property interests

The Company’s mineral property interests are comprised of properties located in Canada and
Mexico.

Canada Mexico Total
Balance, December 31, 2008 $ 9,150,427 $ 735,236 $ 9,885,663
Exploration expenditures
Drilling 1,119 - 1,119
Metallurgy 76,955 - 76,955
Geological & engineering 171,120 14,600 185,720
General administration 5,337 43,408 48,745
Field supplies 76 1,571 1,647
Maintenance 1,270 5,656 6,926
Resource estimation 42,387 - 42,387
Travel & accomodation 2,557 - 2,557
Recowvery of IVA taxes - (112,911) (112,911)
300,821 (47,676) 253,145
Sale of mineral property (200,000) - (200,000)
Properties written-off (228,246) - (228,246)
Balance, June 30, 2009 $ 9,023,002 $ 687,560 $ 9,710,562




Pinnacle Mines Ltd.

Notes to the Consolidated Financial Statements

Unaudited — prepared by management

For the Period Ended June 30, 2009

7. Mineral property interests (continued...)

Canada
Silver Coin Summit

and Kansas Lake Other Total
Balance, December 31, 2008 $ 8,706,476 $ 427,000 $ 16,951 $ 9,150,427

Exploration expenditures
Drilling 1,119 - - 1,119
Metallurgy 76,955 - - 76,955
Geological & engineering 171,120 - - 171,120
General admin 5,337 - - 5,337
Maintenance 24 1,246 - 1,270
Field supplies 76 - - 76
Resource estimation 42,387 - - 42,387
Travel and accommodation 2,557 - - 2,557
Sale of mineral property - (200,000) - (200,000)
Properties written-off - (228,246) - (228,246)
299,575 (427,000) - (127,425)
Balance, June 30, 2009 $ 9,006,051 $ - 0% 16,951 $ 9,023,002

(a) Silver Coin Property

On August 4, 2004 the Company entered into an option agreement with Mountain Boy
Minerals Ltd. (“Mountain Boy”) whereby the Company can earn 51% of Mountain Boy's
interest in its 100% owned Silver Coin and 55% owned Dauntless projects as well as the
100% owned FR claims by spending $1.75 million on exploration on the Silver Coin Property
over a three year period (incurred). In March 2006, the Company earned a 51% interest in
the Silver Coin property.

In addition, the Company has the right to earn an additional 9% in these projects by bringing
one of the projects to production.

Subsequent to quarter-end, the Company finalized an agreement whereby the Company
increased its interest in the Silver Coin Property to 70% by paying $440,000. See Note 18
Subsequent events.

(b) Kansas Property and Summit Lake Property

In October 2004 the Company entered into an option agreement with Tenajon Resources
Corp. (“Tenajon”) whereby the Company earned a 60% interest in Tenajon’s 100% owned
Kansas property by making a cash payment of $50,000 ($25,500 paid by the Company and
$24,500 paid by the joint venture partner Mountain Boy) on signing, issuing 77,000 common
shares and spending $1.0 million on exploration and development.




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

7. Mineral property interests (continued...)
(b) Kansas Property and Summit Lake Property (continued...)

The Kansas property adjoins the Silver Coin project. The expenditures incurred on the
Kansas property are included in the Silver Coin property expenditures and are eligible for the
expenditures required for that property. Pursuant to an option agreement dated July 29,
2004 with Mountain Boy, Mountain Boy will be participating in the Kansas property and
earned a 49% interest in the Company’s 60% interest by making a cash payment of $24,500
upon the signing of the agreement and issuing to the Company 98,000 shares of Mountain
Boy. If the Company elects to put the Kansas property or any adjoining property into
production, Mountain Boy would be reduced to owning 40% of the Company’s interest.

On April 15, 2008 the Company entered into a binding letter agreement whereby the
Company purchased Tenajon’s wholly owned subsidiary, 0781639 B.C. Ltd. which holds an
undivided 40% ownership interest in the Kansas property and a 100% ownership interest in
the Summit Lake property. Since 0781639 B.C. Ltd.’s only asset is mineral properties and it
is not considered a business, the transaction has been accounted for as an asset acquisition.
As a result of the difference between the carrying amount and the tax bases of the properties
the Company has recorded a future income tax liability of $925,000 and included the amount
in the asset acquisition.

On closing, the Company issued to Tenajon 13,500,000 common shares at a value of
$2,430,000 and incurred related costs totalling $165,000. The Company also issued 187,500
units with a value of $37,500 in relation to this acquisition. In addition, the Company
reimbursed Tenajon $15,000 for a reclamation deposit which the Company assumed and
$85,000 for geological and exploration work on the Summit Lake property. The Company
was also granted an option to purchase the 3% net smelter royalty held by Tenajon on the
Summit Lake property by paying $115,000 which the Company declined.

On June 30, 2009, the Company sold the Summit Lake Property for a payment of $200,000,
which is reflected in the receivables on the balance sheet. At June 30, 2009, the Company
wrote the carrying value of the property to the value of the cash received.




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

8. Equipment

June 30, 2009
Accumulated Net
Cost Amortization Book Value
Computer equipment $ 38,705 $ 26,393 $ 12,312
Other equipment 53,259 21,822 31,437
Mining equipment 13,363 5,737 7,626
Vehicle 40,294 29,712 10,582
Software 4,145 1,036 3,109
$ 149,766 $ 84,700 $ 65,066

December 31, 2008

Accumulated Net
Cost Amortization Book Value
Computer equipment $ 38,705 $ 23,849 $ 14,856
Other equipment 53,259 18,329 34,930
Mining equipment 13,363 4,273 9,090
Vehicle 55,665 26,796 28,869
$ 160,992 $ 73,247 $ 87,745

9. Share capital and contributed surplus

Common Shares

Authorized:
Unlimited number of common shares without par value
Number Amount
Issued:
Balance, December 31, 2008 91,576,147 $ 28,601,336
Balance, June 30, 2009 91,576,147 $ 28,601,336

Stock options

The Company has a stock option plan whereby the maximum number of shares subject to the
plan, in the aggregate, may not exceed 10% of the Company's issued shares. The maximum
term of any option will be five years and the vesting is at the direction of the company, however,
options granted to consultants performing “investor relations’ activities” must at a minimum vest in
stages over a period of not less than twelve months, with no more than ¥ of the options vesting in
any three month period. The exercise price shall be no less than the greater of $0.10 per share
and the last closing price of the company’s shares.

10




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

9. Share capital and contributed surplus (continued...)

Stock option activity for the respective years is as follows:

June 30, 2009 December 31, 2008
Number  Weighted Awg. Number Weighted Awgy.
Exercise Price Exercise Price
Options outstanding, beginning of period 1,030,000 $ 0.45 1,750,000 $ 0.49
Granted - - 70,000 0.20
Expired (110,000) 0.66 (180,000) 0.40
Cancelled (425,000) 0.42 (610,000) 0.46
Options outstanding, end of period 495,000 0.43 1,030,000 0.45
Options exercisable, end of period 485,000 $ 0.43 1,020,000 $ 0.45

The options outstanding and exercisable at June 30, 2009 are as follows:

Range of Outstanding Options Exercisable Options
Exercise Number Weighted Weighted Number Weighted
Prices Outstanding Average Average Exercisable Average
Exercise = Remaining Exercise
Price Contractual Price

Life (Years)

$0.20-$0.39 70,000 $ 0.24 1.63 60,000 $ 0.24
$0.40-$0.59 385,000 0.41 3.00 385,000 0.41
$0.60-$0.95 40,000 0.95 1.43 40,000 0.95

495,000 $ 0.43 2.68 485,000 $ 0.43

During the six-month period ended June 30, 2009 the Company recognized $159 (2008 -
$37,402) of stock-based compensation expense. The Company used the Black-Scholes option
pricing model to estimate the fair value of the options at the grant date using the following
weighted average assumptions:

2009 2008
Risk-free interest rate 1.59% 3.76%
Dividend yield Nil Nil
Expected volatility 126.8% 104.1%
Expected option life 4.0 years 5.0 years

11




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

9. Share capital and contributed surplus (continued...)
Warrants

Full share equivalent warrant activity for the respective years is as follows:

June 30, 2009 December 31, 2008
Number  Weighted Awg. Number  Weighted Awg.
Exercise Price Exercise Price
Warrants outstanding, beginning of period 49,481,250 $ 0.12 2,206,559 $ 1.02
Issued - - 47,451,250 0.08
Expired (4,434,375) 0.62 (176,559) 1.20
Warrants outstanding, end of period 45,046,875 $ 0.07 49,481,250 $ 0.12

Full share equivalent warrants outstanding and exercisable at June 30, 2009:

Number
of Full Share Price
Equivalent Per
Description Warrants Share Expiry Date
Warrants 46,875 0.30  August 11, 2009 (expired unexercised)
Warrants 45,000,000 * 0.07 December 18,2010

45,046,875
* Price for second year ending December 18, 2010 is $0.15
Agent’s options

Full share equivalent agent options activity for the respective years is as follows:

June 30, 2009 December 31, 2008
Number Weighted Avg. Number Weighted Aw.
Exercise Price Exercise Price
Agent options outstanding, beginning of period 750,250 $ 0.37 320,000 $ 0.60
Issued - - 430,250 0.20
Expired (750,250) 0.37 - -
Agent options outstanding, end of period - $ - 750,250 $ 0.37

12




Pinnacle Mines Ltd.

Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

9. Share capital and contributed surplus (continued...)

Contributed surplus June 30, 2009 December 31, 2008
Balance, beginning of period $ 1,327,153 $ 1,269,878
Stock-based compensation 159 27,032
Fair value of agent's options - 30,243
Fair value of of options exercised - -
Balance, end of period $ 1,327,312 $ 1,327,153
10. Accumulated other comprehensive loss June 30, December 31,
2009 2008
Balance, beginning of period $ (319,728) $ (175,997)
Unrealized loss on available-for-sale investments (11,475) (183,594)
Rewersal of unrealized losses on sale of short-term
investments - 39,863
Balance, end of period $ (331,203) $ (319,728)

11. Change in non-cash operating working capital
Three Months Ended

Six Months Ended

June 30, June 30,
2009 2008 2009 2008
Receivables $ (216,799) $ (107,917) $ (229,471) $ 118,176
Prepaids 17,741 12,373 13,192 30,502
Payables and accruals (26,984) (54,208) (213,994) 2,841
$ (226,042) $ (149,752) $ (430,273) $ 151,519

13




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

12. Commitments

(&) The Company entered into a five-year lease agreement for its office space commencing
March 1, 2005 and ending February 28, 2010. The Company is committed to making lease
payments in 2009 of $46,631 and in 2010 of $15,842.

(b) During 2005, the Company entered into a Cooperation Agreement with Gold Mountain (H.K.)
International Mining Co. Ltd. (“Gold Mountain”) a Hong Kong based subsidiary of Zijin Mining
Group Co. Ltd. (“Zijin"), a gold and copper producer in China. This Cooperation Agreement
was entered as part of Gold Mountain’s 2005 investment of $1,950,000 in the Company.

Under the Cooperation Agreement, Gold Mountain and Zijin agree to offer and select as yet
undetermined projects in China to the Company for joint venture. Also under the Cooperative
Agreement, the Company agrees to offer Zijin a right of first refusal to participate in any
projects located in China held at the time of the Cooperative Agreement. Zijin may also
arrange to have suitable professionals join the Company’s project team at the Company’s
cost.

(c) As of January 1, 2009 the Company entered into an agreement with Baron Global Financial
Canada Ltd. (“Baron”) whereby Baron has agreed to act as a corporate advisor to the
Company for a 12-month period. One of Baron’'s employees will act as the Chief Financial
Officer of the Company. In return, the Company will pay a monthly advisory fee of $10,000
plus taxes. The Company will also reimburse Baron all reasonable expenses.

(d) On March 25, 2009, the Company entered into a consulting agreement with 664991 BC Ltd.
(the “Contractor”) whereby the Contractor has agreed to provide investor relations services to
the Company for a 6-month period commencing on March 1, 2009. In return, the Company
will pay the Contractor a monthly fee of $2,500 plus taxes and the Company will reimburse
the Contractor all reasonable expenses.

13. Related party transactions

During the six-month period ended June 30, 2009, the Company incurred fees of $76,055 (2008 -
$40,834) with companies controlled by directors for management consulting services and
geological consulting services. $35,000 (2008 - $40,834) has been included in management
services expense on the statement of operations and $41,055 (2008 - $nil) has been included in
mineral property expenditures on the balance sheet.

Included in payables is an amount of $9,781 (2008 - $4,182) owed to directors and officers of the
Company. Included in receivables is $80,677 (2008 - $nil) owed by Lincoln Gold Corp. (“Lincoln”)
which shares offices with the Company and has one director in common.

The Company shares office space with Lincoln who reimburses each month to the Company a
portion of the rent and office expenses. During the six-month period ended June 30, 2009, these
reimbursements totalled $38,586 (2008 - $44,828).

All related party transactions have been recorded at the exchange amount, which is the amount

of consideration established and agreed to between the parties. The exchange amount was
negotiated and agreed to by the related parties.

14




Pinnacle Mines Ltd.
Notes to the Consolidated Financial Statements

Unaudited — prepared by management
For the Period Ended June 30, 2009

14. Supplementary cash flow information

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Shares issued for mineral property $ - $ 2,430,000 $ - $ 2,472,500
Agent compensation options $ - % 30,244 $ - % 30,244
Mineral property expenditures included
in accounts payable $ 141,816 $ 161,584 $ 125,789 $ 194,226

15. Capital management

The Company manages its capital structure and makes adjustments to it based on the funds
available to the Company in order to support the acquisition, exploration and development of
mineral properties. The Company defines capital that it manages as its shareholders’ equity.
The Board of Directors does not establish quantitative return on capital criteria for management,
but rather relies on the expertise of the Company’s management to sustain future development of
the business.

The properties in which the Company currently has an interest are in the exploration stage; as
such, the Company has historically relied on the equity markets to fund its activities. In addition,
the Company is dependent upon external financings to fund activities. In order to carry out
planned exploration and pay for administrative costs, the Company will spend its existing working
capital and raise additional funds as needed. The Company will continue to assess new
properties and seek to acquire an interest in additional properties if it feels there is sufficient
geologic or economic potential and if it has adequate financial resources to do so.

Management reviews its capital management approach on an ongoing basis and believes that
this approach, given the relative size of the Company, is reasonable.

16. Financial instruments and risk management

(a) Fair value

The Company’s financial instruments consist of cash and cash equivalents, short-term
investments, receivables, and payables and accruals. The fair value of these financial
instruments, except for short-term investments which are recorded at fair value, approximates
their carrying values due to the short-term nature of these instruments.

The Company is exposed to a variety of financial risks by virtue of its activities including currency,
credit, interest rate, liquidity and commodity price risk.
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16. Financial instruments and risk management (continued...)
(b) Foreign exchange risk

Cash held in foreign currencies other than the Canadian dollar is subject to currency risk. The
Company’s operations in Mexico expose the Company to foreign exchange risk. The Company
does not enter into derivative financial instruments to mitigate this risk but the company does not
believe its net exposure to foreign exchange risk is significant.

(c) Creditrisk

The Company’s cash and cash equivalents are held in large Canadian financial institutions. The
Company does not have any asset-backed commercial paper. The Company’s receivables
consist mainly of GST receivable due from the Federal Government of Canada and Lincoln which
shares office space with the Company. Management believes that the credit risk concentration
with respect to financial instruments included in receivables is minimal.

(d) Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. There is a very limited interest rate risk as
the Company holds no interest bearing financial obligations or assets.

(e) Liquidity risk

The Company’s ability to continue as a going concern is dependent on management’s ability to
raise required funding through future equity issuances. The Company manages its liquidity risk
by forecasting cash flows from operations and anticipating any investing and financing activities.
Management and the Board of Directors are actively involved in the review, planning and
approval of significant expenditures and commitments.

(f) Pricerisk
The ability of the Company to explore its mineral properties and the future profitability of the
Company are directly related to the market price of precious metals. The Company monitors

precious metal prices to determine the appropriate course of action to be taken by the Company.

The Company’s short-term investments are subject to fair value fluctuations ongoing from
changes in the equity and commodity markets.
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17. Segmented disclosure

The Company has one operating segment which is mineral exploration and all capital assets of
the Company are located in Canada except for certain of its mineral properties and equipment as
follows:

Canada Mexico Total

Capital
June 30, 2009 $ 9272526 $ 703,102 $ 9,975,628
December 31, 2008 $ 9,202,684 $ 770,724 $ 9,973,408

18. Subsequent events
Increased ownership of Silver Coin Property

On July 6, 2009, the Company entered into an agreement with Mountain Boy to increase its
ownership in the Silver Coin Property to 70% in return for a payment of $440,000. The Company
can further increase its ownership to 80% after spending $4,000,000 on exploration and
development expenditures by no later than July 31, 2014. The agreement gives the Company
the exclusive right to manage the project through feasibility and also to negotiate on behalf of
both parties the 100% sale of the properties interests should this option present itself and prove
beneficial to both companies.
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