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As used in this annual information form, unlesscabatext indicates or requires otherwise, the foitg
terms:

» “Corporation”, “we”, “our” or “us” mean Sprott Inc.

 “SAM” means Sprott Asset Management LP, a whollyned subsidiary of the Corporation,
registered as a portfolio manager (“PM”), an inmet fund manager (“IFM”) and an exempt
market dealer (“EMD").

+ “SPW” or “Sprott Private Wealth” means Sprott Ptes&Vealth LP, a wholly owned subsidiary
of the Corporation, registered as an investmentedead a member of the Investment Industry
Regulatory Organization of Canada (“llROC").

e “SC” or “Sprott Consulting” means Sprott Consultibg (and its subsidiaries), a wholly owned
subsidiary of the Corporation which provides actimanagement, consulting and administrative
services to other companies.

* “Sprott U.S.” means Sprott U.S. Holdings Inc. (atsdsubsidiaries), a wholly-owned subsidiary
of the Corporation through which the Corporatioguared Resource Capital Investments Corp.
(“RCIC"), Global Resource Investment Ltd.. (“GRIL&nd Sprott Asset Management USA Inc.
(formerly, Terra Resource Investment Managemer@AM USA” and together with RCIC and
GRIL, the “Global Companies”).

* “SAMI", means Sprott Asset Management Inc., tharfer principal operating subsidiary of the
Corporation, which was reorganized into SAM and S&tWune 1, 2009. Refer to the “Corporate
Structure” section for further details on the cagte reorganization.

In this annual information form, unless otherwisdicated, all dollar amounts are expressed in Ganad
dollars, references to “$” are to Canadian doléard references to “U.S.$” are to United Statesadsl

Forward Looking Statements

This annual information form contains “forward-loog statements” which reflect the current
expectations of management regarding our futuresttraresults of operations, performance and busines
prospects and opportunities. Wherever possible,dsvasuch as “may”, “would”, “could”, “will”,
“anticipate”, “believe”, “plan”, “expect”, “intend” “estimate”, “aim”, “endeavour” and similar
expressions have been used to identify these fdreaking statements. These statements reflect our
current beliefs with respect to future events anal lzased on information currently available to us.
Forward-looking statements involve significant kmoand unknown risks, uncertainties and assumptions.
Many factors could cause our actual results, pevémce or achievements to be materially differemnfr
any future results, performance or achievements i@y be expressed or implied by such forward-
looking statements including, without limitatiomose listed in the “Risk Factors” section of thisaal
information form. Should one or more of these risksincertainties materialize, or should assumgtion
underlying the forward-looking statements proveomect, actual results, performance or achievements
could vary materially from those expressed or iegplby the forward-looking statements containedhis t
annual information form. These factors should besaered carefully and undue reliance should not be
placed on these forward-looking statements. Actesililts could differ materially from those estingate
Although the forward-looking statements containedhis annual information form are based upon what
we currently believe to be reasonable assumptiwasgannot assure that actual results, performance o



achievements will be consistent with these forwaoking statements. Certain totals, subtotals and
percentages may not reconcile due to rounding. & feesvard-looking statements are made as of the dat
of this annual information form and will not be @bed or revised except as may be required by
applicable securities law. See “Risk Factors”.

Key Performance Indicators (Non-IFRS Financial Measres)

We measure the success of our business using aenurhtkey performance indicators that are not
measurements in accordance with IFRS and shoultdencbnsidered as an alternative to net income or
any other measure of performance under IFRS. N&S&Iffnancial measures do not have a standardized
meaning prescribed by IFRS and are therefore lik@lge different from similar measures presented by
other issuers.

Our key performance indicators include:
Assets Under Management

Assets Under Management or AUM refers to the togdlassets of our public mutual funds, hedge funds,
offshore funds and bullion funds, managed accoumtséch include the accounts managed by SAM,
RCIC and SAM U.S., and companies managed by SChichwnanagement fees (“Management Fees”),
performance fees (“Performance Fees”) and/or ahiriterests (“Carried Interests”) are calculatece W
believe that AUM is an important measure as we dé&anagement Fees, calculated as a percentage of
AUM, and may earn Performance Fees or Carrieddstsy calculated as a percentage of: (i) our Funds’
Managed Accounts’ and Managed Companies’ excesdsrpemce over the relevant benchmark; (ii) the
increase in net asset values of our Funds oveedeprmined hurdle, if any; or (iii) the net prafitour
Funds over the performance period. We monitor ¢vellof our AUM because they drive our level of
Management Fees. The amount of Performance FeeSamiéd Interests we earn is related to both our
investment performance and our AUM.

Assets Under Administration

Assets Under Administration or AUA refers to cli@ssets held in accounts at SPW or GRIL. AUA is a
measure used by management to assess the perferofahe broker-dealer companies within the group.

Investment Performance (Market Value Appreciatidagreciation) of Investment Portfolios)

Investment performance is a key driver of AUM. @Qurestment track record through varying economic
conditions and market cycles has been and willicoatto be an important factor in our success. @row

in AUM resulting from positive investment perforntanincreases the value of the assets that we manage
for our clients and we, in turn, benefit from higHees. Alternatively, poor absolute and/or relativ
investment performance will likely lead to a redoietin our AUM and, hence, our fee revenue.

Net Sales

AUM fluctuates due to a combination of investmemtfprmance and net sales (gross sales net of
redemptions). Net sales, together with investmemtopmance determine the level of AUM which, as
discussed above, is the basis on which Managenea# &e charged and to which Performance Fees or
Carried Interests may be applied.



Cash Flow from Operations

Our method of calculating cash flow from operatienslefined as cash provided by operating actwitie
adjusted for the impact of the net change in nahdzalances relating to operations. This is a eglev
measure in the investment management businessisirgpesents cash available for distribution tw o
shareholders and for general corporate purposes.

We believe that these Key Performance Indicatagsiraportant for a more meaningful presentation of
our results of operations.

Corporate Structure

Sprott Inc. was incorporated under the Businesp@ations Act (Ontario) by Articles of Incorporatio
dated February 13, 2008. Our registered and hdamk o$ located at Suite 2700, South Tower, Royal
Bank Plaza, 200 Bay Street, Toronto, Ontario, MED. Zhe corporate structure of the Corporatiorsis a
indicated in the following chart:
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Notes:

(1) Sprott Asset Management GP Inc. is the generah@adf Sprott Asset Management LP. (See “Descriptib Business — Sprott
Asset Management LP”).

(2) Sprott Private Wealth GP Inc. is the general partieSprott Private Wealth LP. (See “DescriptionBifsiness — Sprott Private
Wealth LP").

(3) Sprott Consulting GP Inc. is the general partnemfott Consulting L.P. (See “Description of Busisie— Sprott Consulting L.P.").
(4) SAMGENPAR, Ltd. is the general partner of Sprotpi@a L.P. and Sprott Capital L.P. II.

(5) Sprott GenPar Inc. is the general partner of Sptetige Fund L.P., Sprott Hedge Fund L.P. Il and®@®pportunities Hedge Fund
L.P.

(6) Sprott U.S. Holdings Inc. was formed to acquireeRiavestments Inc. (which in turn owns Global Reseunvestments Ltd), Terra
Resource Investment Management Inc. (now SprotttAdanagement USA Inc.), and Resource Capital invessts Corp. from the
Rule Family Trust. See “Description of the Busiriess

On May 15, 2008, the Corporation acquired 100% AME a leading independent asset management
company, with a history of offering investment mgemment services to high net worth individuals and
institutions for almost 30 years. The Corporatioguared all of the outstanding shares of SAMI pargu

to the terms of a share exchange agreement dated 52008, among SAMI, the shareholders of SAMI

and the Corporation (the “Share Exchange Agreememthe Corporation issued an aggregate of
150,000,000 common shares (“Common Shares”) tehliheeholders of SAMI.

On June 1, 2009, we completed a corporate reorgamizof SAMI whereby SAMI was dissolved and its
operations were separated into three business liisetionary portfolio management by SAM, broker
dealer services by SPW, and consulting servicesS@y The reorganization had no impact on the
consolidated financial statements. SAM is a padfehanager, an investment fund manager and an
exempt market dealer. SPW is an investment dealdr aa member of IIROC. SC provides active
management, consulting and administrative servicesther companies. Currently SC provides these
services to Sprott Resource Corp., Sprott Resdiending Corp. and Sprott Power Corp.

On February 4, 2011, Sprott Inc. completed the ia@tpn the Global Companies from Arthur Richards
(“Rick™) Rule IV and the Rule Family Trust.

Description of the Business

Through SAM, SPW, SC and Sprott U.S., we are arprddent asset management company dedicated
to achieving superior returns for our clients otrex long term. Our business model is based foremmost
delivering excellence in investment managemenutacbents.

SAM is registered as a portfolio manager and aimmgxemarket dealer in Ontario, British Columbia,
Alberta, Saskatchewan, Manitoba, New Brunswick, &8cotia, Newfoundland and Labrador and as an
investment fund manager in Ontario. The majorityhef Corporation’s revenues are earned through SAM
in the form of Management Fees and Performance éaeed through the management of the funds and
managed accounts. As at December 31, 2011, we mdreggproximately $7.9 billion in assets among
our investment funds (“Funds”) and discretionannaged accounts (“Managed Accounts”).

SPW is a member of IIROC and the Canadian Invéatotection Fund (“CIPF”). SPW is registered as an
investment dealer in Ontario, British Columbia, &ita, Saskatchewan, Manitoba, New Brunswick, Nova
Scotia, and Newfoundland and Labrador. With outonysof offering investment management services to
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high net worth individual and institutions whichtemds back nearly 30 years, SPW provides us with a
competitive advantage by providing a unique distidn channel for our fund products; as well, ives
as a platform to brand and grow our wealth manageimgsiness.

SC provides active management, consulting and aslrative services to various companies. SC
provides active management services to public aivdte companies and partnerships that it has fdrme
to capitalize on unique business opportunities.r&ly, SC manages Sprott Resource Corp. (TSX:
SCP), which invests and operates through its sigvid in the natural resource sector, Sprott Resou
Lending Corp. (TSX: SIL, AMEX: SILU), which providebridge and mezzanine financing to the
resource sector, and Sprott Power Corp. (TSX: SRHE)ch is an operator and developer of renewable
energy projects. SC also provides our funds andwamalth management business access to merchant
banking and private equity style investments. Reaesnare earned through Management Fees and
Performance Fees generated by the companies anensfiips SC manages.

The Global Companies that comprise Sprott U. S.lemding experts in the natural resource investing
sector providing both investment management anciazed broker services. The Global Companies are
led by Rick Rule, a natural resources investor witer 35 years of experience in the investmentstigiu

and have developed a team of resource investingresggncluding geologists and mining engineers.
They offer their expertise through pooled investimarhicles, managed accounts and brokerage accounts
The Global Companies are based in Carlsbad, Caiobut invest globally. Together, the Global
Companies administer approximately $1.5 billion andnage over U.S.$500 million in client assets
across three business lines:

- RCIC was founded in 1998 and manages assets fdegawvestment vehicles that invest in
natural resource companies. The pooled investmehickes managed by RCIC generate
management and Performance Fees and have an av@msgaing duration of seven years.

- SAM USA (formerly Terra Resource Investment Managethwas founded in 2006 and is a
registered investment advisor that provides seg¢gegmanaged accounts for institutions and
high-net worth individuals.

- GRIL was founded in 1993 and is a full service Lb&kerage firm that specializes in natural
resource companies in the United States, Canada\asitalia. GRIL has approximately 5,000
client accounts.

Summary of AUM/ AUA by business line (in $ millioas at December 31, 2011):

AUM

Mutual Funds 2,497
Bullion Funds 2,971
Domestic Hedge Funds 1,717
Offshore Hedge Funds 566
Managed Companies 700
Managed Accounts 288

Fixed Term Limited Partnerships 398
TOTAL 9,137



AUA

SPW - SAM-managed funds 1,903
— Other 1,007

GRIL 1,488

TOTAL 4,398

Our business model is based foremost on deliverkogllence in investment management to our clients.
As of December 31, 2011, we had approximately Xbiitholders comprised primarily of retail, high
net worth and, to a lesser extent, institutionalestors who subscribe to our investing strategy and
process. Currently, we have 166 employees.

Assets Under Management

The following table provides the AUM of our Fundsdaour Managed Accounts as at December 31,
2011:

Distribution of Assets Under Management by Product

(in $000'’s, as at December 31, 2011)

Assets Under % of Total
Product Management SAM AUM

Public Mutual Funds, Flow-Through LPs and Corporate Class
(excluding Bullion Funds)

Sprott Canadian Equity Fund $1,356,588 14.8%
Sprott Gold and Precious Minerals Fund $559,440 6.1%
Sprott Energy Fund $131,901 1.4%
Sprott Small Cap Equity Fund $195,418 2.1%
Sprott All Cap Fund $14,039 0.2%




Sprott Diversified Yield Fund

Sprott Short-Term Bond Fund

Sprott Tactical Balanced Funfbfmerly Sprott Multi-Manager Fun&
Sprott Resource Cld8s

Sprott 2010 Flow-Through L'®

Sprott 2011 Flow-Through LP

Public Mutual Funds, Flow-Through LPs and Corporate Class
Total

Domestic Hedge Funds
Sprott Hedge Fund L.P.
Sprott Hedge Fund L.P. Il
Sprott Bull/Bear RSP Fund

Sprott Opportunities Hedge Fund L.P.
(including Sprott Opportunities RSP Fund)

Sprott Small Cap Hedge Fund

Sprott Absolute Return Income Fund

Sprott Private Credit Fund L.P.

Sprott Strategic Fixed Income Fund

Domestic Hedge Funds Total
Bullion Funds

Sprott Gold Bullion Fund

Sprott Silver Bullion Fund

Sprott Physical Gold Trust

Sprott Physical Silver Trust

Bullion Funds Total

$120,948 1.3%
$33,484 0.4%
$46,512 -

$2,040 0.0%
$37,473 0.4%
$45,653 0.5%

$2,496,984 27.3%

$506,710 5.5%

$556,579 6.1%

$159,984 1.8%
$99,002 1.1%
$47,123 0.5%
$45,139 0.5%

$106,351 1.2%

$195,726 2.1%

$1,716,614 18.8%
$231,788 2.5%
$148,897 1.6%

$1,957,626 21.4%
$633,051 6.9%

$2,971,362 32.5%




Offshore Funds

Sprott Offshore Fund, Ltd. $254,377 2.8%
Sprott Offshore Fund I, Ltd. $148,522 1.6%
Sprott Capital, L.P. $70,981 0.8%
Sprott Capital, L.P. Il $92,460 1.0%
Offshore Funds Total $566,340 6.2%

Managed Companies

Sprott Resource Corp. $506,018 5.5%
Sprott Resource Lending Corp. $194,164 2.1%
Managed Companies Total $700,182 7.7%

Managed Accounts

Sprott Asset Management USA $112,420 1.2%
Exploration Limited Partnerships (RCIC) $397,358 4.3%
SAM Managed Accounts $175,824 2.0%
Managed Accounts Total $685,602 7.5%
Total $9,137,084 100.0%

(1) Notincluded in AUM totals to avoid double-cdimy as this Fund invests in other Sprott mutuatif

(2) Launched on October 17, 2011.

(3) On February 3, 2012, Sprott 2010 Flow-Throughited Partnership completed the tax-deferred feansf the assets of
the Partnership into the Resource Class and waslaési on February 6, 2012.

Changes in AUM reflect net contributions and withalals of capital from new and existing clients and
from net market appreciation or depreciation. Tbio¥ing table and chart illustrate the sources of
growth of our AUM from January 1, 2007 to DecemB&y 2011, on an annual basis.



AUM Growth

(In $ Millions)

Twelve Month Period Ended December 31,

2007 2008 2009 2010 2011

Opening Assets Under Manageni&fit
$4,239.3 $6,215.3 $4,448.7 $4,773.8 $8,545.3

Net Sales $1,350.2 $95.2 $(571.2) $1,448.4 3$1)418.

Market Appreciation (Depreciation$625.7 $(1,861.8) $896.2 $2,323.1
$(1,542.5)

Acquisition - - - - 716.3

Closing Assets Under Managenféfit
$6,215.3 $4,448.7 $4,773.8 $8,545.3 $9,137.1

(1) Net of fees and other expenses.
(2) At the beginning of the period.
(3) Atthe end of the period.

We derive our revenue principally from Managemesg$-earned from the management of our Funds and
Managed Accounts and from Performance Fees earoertifie investment of the AUM of our Funds and
Managed Accounts. Our Management Fees are calduteten percentage of AUM. Our Performance
Fees are calculated as a percentage of the reammece by our Funds and Managed Accounts.
Accordingly, the growth in our Management Fees asdal on growth in AUM while growth in our
Performance Fees is based on both the growth in Adthe absolute or relative return, as applicable
earned by our Funds, Managed Accounts and Managetpénies. As at December 31, 2011, of the
approximately $9.1 billion in AUM we managed, appnoately 67% was subject to a Performance Fee
component. Approximately $3.2 billion (35%) of AUMas subject to a Performance Fee contingent
upon surpassing the return for a defined benchiakx, approximately $1.4 billion (16%) of AUM was
subject to a Performance Fee contingent on aclgevipositive return, and (approximately $1.5 hillar
16% of AUM as at December 31, 2011) has a Perfocm&iee contingent on achieving a return greater
than a specified percentage return hurdle.

Sprott Asset Management LP

At SAM, our team of portfolio managers, investmetraitegists and market strategists, together \uigh t
support of our research team, consider themselira@stment opportunists” who are committed to
seeking out optimal investments for our clients.t8%ing a consistent, disciplined approach to itings
based on sound fundamental analysis and independeatirch, our investment management team
carefully explores, analyzes and selects what tioegider to be a portfolio of the best ideas tluiitg
markets have to offer in the current and forecasteshomic environment. See “— Our Investment Team”.



Our Investment Team

We have attracted a deep pool of investment managemalent consisting of portfolio managers,
analysts and investment strategists. We believiedtirainvestment professionals have proven alslitee
manage our Funds and Managed Accounts, and to lappdeents across a broad spectrum of strategies.
See “Our Funds”. Eric Sprott as Chief Executivei€gif and Chief Investment Officer provides overall
leadership to SAM and is one of the most recognixedket strategists globally. Since our portfolio
managers and investment strategists have on average 20 years of investment management
experience, we believe our investment managemant te proven and well positioned to respond and
adapt to various investment climates and markeditons.

Our portfolio managers and market strategists appated by a talented group of market analystsh ea
of whom concentrates on a different area of exgertOur investment team believes this level andityua
of analyst support is valuable and somewhat unigiikein the Canadian asset management industry.
Each portfolio manager or market strategist usis dhipport group at his or her discretion to idgnti
opportunities which best suit the relevant Fundigstment portfolio and strategy.

Eric Sprott, CA
Chairman, Sprott Inc.
Chief Executive Officer, Chief Investment Officed &enior Portfolio Manager

Eric Sprott has over 40 years of experience ininliestment industry and has managed client funds fo
much of that time. Eric entered the investment stiuas a research analyst at Merrill Lynch Canada,
Inc. In 1981, he founded Sprott Securities Limi(agpredecessor to Sprott Securities Inc., now Cdema
Securities). After establishing SAMI in Decembef2@s a separate entity, Eric divested his entidees

in Sprott Securities Inc. to its employees. Eriogestment abilities are demonstrated by the trackrd

of various Sprott Hedge Funds (both domestic afghofe), Sprott Canadian Equity Fund, and certain
Managed Accounts.

In October 2006, Eric was the recipient of the 2@06st & Young Entrepreneur of the Year Award
(Financial Services) and the 2006 Ernst & Youngré&preneur of the Year for Ontario. Eric was also
honoured as Investment Executive’s “Fund ManagethefYear” for 2007. In March 2011 Eric Sprott
was named “Top Financial Visionary in Canada” byvi&dr.ca. Eric graduated with a Bachelor of
Commerce from Carleton University in 1965 and wasraded an Honorary Doctorate from Carleton
University in 2003. He received his Chartered Actant designation in 1968 and was awarded the FCA
designation in 2011.

John Embry
Chief Investment Strategist

John Embry joined SAMI as Chief Investment Strategn March of 2003 as a member of SAM’s
investment team with a focus on the Sprott Gold Bnecious Minerals Fund. John is known as an
industry expert in precious metals, has researthedold sector for over 30 years and has accusdilat
industry experience as a portfolio management afigicsince 1963. John began his investment career
with Great-West Life Assurance Corporation wheratieanced from stock selection analyst to Portfolio
Manager and Vice-President of Pension Investmerds @ term of 23 years. John then left to become a
partner at United Bond and Share, an investmemsailing firm which was acquired by Royal Bank in
1987. John was Vice-President, Equities and Patidanager at RBC Global Investment Management
Inc. where he oversaw $5 billion in assets, inclgdihe flagship Royal Canadian Equity Fund and the
Royal Precious Metals Fund. John graduated fromUh#ersity of Manitoba with a Bachelor of
Commerce degree.
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Scott Colbourne, CFA
Senior Portfolio Manager

Scott Colbourne joined SAM in March 2010 as a sepirtfolio manager and has almost 25 years of
global fixed income and currency market experiert¢e.is the lead portfolio manager for the Sprott
Diversified Yield Fund, Sprott Short-Term Bond Fuadd the Sprott Absolute Return Income Fund.
Previously, Scott was senior Vice President andf@ar manager at AGF Funds Inc. where he managed
all of the fixed income mandates and co-manageanioald funds. He was also a managing director and
partner at a Canadian hedge fund focusing on glidkedl income and currency management. Prior to
joining SAM, Scott was a senior fixed income pditfonanager at TD Asset Management, where he was
part of a team that managed all the firm’s actixed income institutional, retail and private cliessets.
Scott began his career at the Bank of Canada wWigewsorked in both research and trading which assist
in the execution of monetary policy. He is a foumd winner of the Best Foreign Bond Fund at the
Morningstar Canadian Investment Awards. Scott i€RA Charter holder and has an MBA from
University of Toronto and an Honours BA from Queé&imversity.

Michael Craig, CFA
Portfolio Manager

Michael Craig joined SAM in May 2010 as a portfolieanager and brings more than ten years of
experience developing fixed income analytics, tattasset allocation and fixed income management.
Along with Scott Colbourne, Michael manages theo8pbDiversified Yield Fund, Sprott Short-Term
Bond Fund and the Sprott Absolute Return IncomedFEmneviously Mr. Craig worked at Phillips, Hager
and North where he developed the analytics andrelsesystems used by the fixed income team. Ryior t
joining SAM, Michael was a Vice President at TD @sManagement where he was a portfolio manager
for the Managed Asset Programs and as well leghdintfolio analytics group. Michael is a CFA Charter
holder and obtained his Masters in Financial Risdniement from Simon Fraser University in 2006
and his Bachelor of Commerce from the UniversitBafish Columbia in 1999.

Jamie Horvat, LIFA
Senior Portfolio Manager

Jamie Horvat joined SAM in January 2008 with a ®om the Sprott Gold and Precious Minerals Fund.
In September, 2008, Jamie, along with Charles Qlis&arted the Sprott All Cap Fund. In 2009, Jamie
and Charles also assumed lead portfolio manageomeiilities on the Opportunities Funds. Prior to
joining the Corporation, Jamie was a co-managerthef Canadian Small Cap, Global Resources,
Canadian Resources and Precious Metals funds atM&fagement Limited. He was also the Associate
Portfolio Manager of the AGF Canadian Growth Eq&itynd, as well as an instrumental contributor to a
number of structured products and institutional daes while at AGF. He joined AGF in 2004 as a
Canadian Equity Analyst with a special focus on &han and Global resources, as well as Canadian
small cap companies. Prior to joining AGF he sdem years at another large Canadian mutual fund
company as an Investment Analyst. Jamie holds kordp in Mechanical Engineering Technology
(honours) from Mohawk College, and an Honours B.@ofrom McMaster University. He is a member
of the International Research Association andliscansed International Financial Analyst. He isoads
member of the Ontario Association of Certified Eregiring Technicians & Technologists, as well as the
Toronto CFA Society and the CFA Institute.
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Peter Imhof
Investment Strategist

Peter Imhof joined SAM in August 2007 as an InvestinStrategist and member of SAM’s small cap
team. Peter has almost 15 years of experienceeirintrestment industry. Prior to joining SAM, Peter
worked at Sceptre Investment Counsel as a memb#reo€anadian Equity Small Cap Team and was
appointed a Managing Director in December 2006eP®tgan his investment career at Sceptre in March
1998. From 1998 to 2000 he was involved in quaitéaanalysis and portfolio construction in Canadia
Equities.

Allan Jacobs
Senior Portfolio Manager, Director of Small Cap éstments

Allan Jacobs joined SAM in August 2007 as Direa@bSmall Cap Investments with focus on the Sprott
Small Cap Funds. He is also a co-lead portfolio agan for the Sprott Flow-Through Limited
Partnerships. Allan has over 24 years of experiémtiee investment industry. Prior to joining ud|ady

was head of Canadian Small Cap equities at Scdptrestment Counsel Limited, where he was
employed for the previous 14 years. He was alsaPirdfolio Manager of the Sceptre Equity Growth
Fund, as well as Portfolio Manager of the Sceptamadian Equity Small Cap Pooled Fund and the
Canadian small cap component of all other instinal portfolios. He currently manages the Sprotalbm
Cap Hedge Fund which was launched on January 317 Pormerly called the Sceptre Small Cap
Opportunities Fund). He was an integral part of @amadian Equity team at Sceptre since 1993 and was
appointed a Managing Director of Sceptre in 1996.

Eric Nuttall
Portfolio Manager

Eric joined the firm in February 2003 as a reseasbociate and was subsequently promoted to the
position of research analyst in 2005, associatdgiiar manager in 2008, and then to portfolio magraig
January 2010. With a focus on oil and gas investsyéiric supports all portfolio managers at Spnoth
identifying top performing oil and gas investmepportunities. Eric is the lead portfolio managertioa
Sprott Energy Fund and is also the co-managereofgrott Flow-Through Limited Partnerships and the
Sprott 2011 Flow-Through Limited Partnership alowgh Allan Jacobs. Further, Eric contributes
towards internal macro energy forecasts, and gl into emerging unconventional plays has been
covered in several financial journals such as Thral Wtreet Journal Asia and Barron’s. Eric graddate
with high honors from Carleton University with amibrs Bachelor of International Business.

Charles Oliver, HBSc Geology, CFA
Senior Portfolio Manager

Charles Oliver joined SAM in January 2008 with aus on the Sprott Gold and Precious Minerals Fund.
In September 2008, Charles, along with Jamie Hpstatted the Sprott All Cap Fund. In 2009, Jamie
and Charles also assumed lead portfolio managpomsgilities on the Sprott Global Equity Fund and
the Opportunities group of Funds. Charles begamkiéstment career with Midland Doherty in 1987 and
later joined AGF’'s Fund Management department i8919n 2002 he was named co-manager of the
AGF Precious Metals Fund, the AGF Global ResouFeesl and the AGF Canadian Resources Fund. In
2004 he was named Manager of the AGF Canadian SPagllFund. In 2006 he became co-manager of
the AGF Growth Equity Fund and co-advisor on theSainds Sector Fund. Charles also helped manage
institutional funds and funds domiciled in Japamldnd, and the UK. Charles obtained his Honours
Bachelor of Science degree in Geology from the Ersy of Western Ontario in 1987 and obtained his
CFA designation in 1998.

12



John Wilson
Senior Portfolio Manager

In February 2012, John Wilson joined SAM as Seortfolio Manager. John has over 25 years of
investment and business experience. From 200919, 2@ was Chief Investment Officer of Cumberland
Private Wealth Management. Previously, he was thunder of DDX Capital Partners, an alternative
investment manager from 2004 to 2008. From 20@Da8, John was Managing Director and a top-rated
technology analyst at RBC Capital Markets; and jougsty, a Director at UBS Canada. John is an MBA
graduate of The Wharton School, University of Pghusia and has also earned a Bachelor of Science
degree in Electrical Engineering from Queen’s Ursitg.

Paul Wong, CFA
Portfolio Manager

In March 2011 Paul Wong joined SAM as a Portfolimmdger. Paul has more than 20 years of
experience in the investment industry. From Jan2@d8 to March 2011, he was a Portfolio Manager
with Natcan Investment Management, where he mantged natural resource related funds with more
than $350 million in combined assets. From May 2@92anuary 2008, Paul was a proprietary trader
with Scotia Capital, managing the bank's capitahdang/short basis. Prior to joining Scotia Cdpite
held portfolio management positions with both TAloal Asset Management and Jones Heward
Investment Counsel. Paul earned his Bachelor a#r8ei (specializing in petroleum geology) from the
University of Toronto and holds a Chartered Finah&nalyst designation.

Our Investment Philosophy and Styles

As at December 31, 2011, SAM managed a family afdSwconsisting of Canadian public mutual funds,
Canadian hedge funds, offshore funds within masteder fund structures, exchange-traded Trusts that
hold physical gold or silver bullion, and flow-thugh limited partnerships. SAM also manages a number
of Managed Accounts, primarily for institutionalesits. We intend to continue to increase our invest
product offerings as necessary to better serveclaemts in a continuously evolving financial landpe,
both in Canada, in the U.S. and globally.

Historically we have focused on introducing investinproducts that are based on our macroeconomic
view of a new opportunity at the early stages @ioasible major market move. We believe we have a
history of early recognition of investment themesd &rends established through an innovative investm
approach. We also believe that we are known amopbisticated investors to have a “willingness to be
different” as we do not necessarily adopt the npogtular investment themes, which is demonstrated by
early investments in precious metals, energy, uraniother resources and commodities, and short
positions in U.S. home-building, financial and com&r companies.

Our management style and expertise have evolvedoovéhistory. Over our formative years, we focused
on emerging growth and small capitalization invesite within a strong macroeconomic framework.
While we have consistently focused on the minind @nergy resource sectors, we believe this expertis
has strengthened over time. We then added preaietals, small-cap and additional energy specialists
and in 2010, fixed income specialists, to our teaften by hiring managers with leading track resord
from other fund management companies. In early 204 2urther broadened our investment expertise by
adding a larger cap manager. These additions hadetle effect of significantly broadening our
capabilities and Fund offerings. We intend to amumito invest in the growth of our franchise angaax

our product offerings.
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We take a consistent, disciplined approach to ifvgsbased on sound fundamental analysis and
independent research. We have a team-based apptoastr investment decision-making process.

Themes and opportunities are discussed daily arnangnvestment team. We identify North American

and international investment themes and then cdraltigorous research and search process in avder t
focus on specific ideas which we feel represenstanting opportunities for investment. We carefully

explore, analyze and select what we consider t@rbénvestment portfolio of the “best ideas” that

markets have to offer in the current economic emvitent. Our macroeconomic research and outlook
combined with detailed analysis is the foundatiom dur determination of sector weightings and

subsequent stock or bond selections within ourstment portfolios.

While our investment professionals are guided leystime fundamental investment discipline, our Funds
reflect the individual investment styles and plojoisies of the portfolio managers and investment
strategists who are involved in their management.

Our Funds (as at December 31, 2011)
Sprott Canadian Equity Fund

The Sprott Canadian Equity Fund is a Canadian yqgiowth and value mutual fund launched on
September 26, 1997. The investment objective of find is to outperform the broad Canadian equity
market as measured by the S&P/TSX Composite TatlrR Index (or its successor index) over the long
term (greater than five years), providing long-terapital appreciation and value by investing prityar

in small-to-mid capitalization stocks of Canadiasuers. The Performance Fee payable to us is atdul

as 10% of that portion of the annual return of Fued which is greater than the S&P/TSX Composite
Total Return Index. If the performance of the Fundany year is less than the performance of the
benchmark index, then no Performance Fee will lyalge in any subsequent year until the performance
on a cumulative basis calculated from the firstsoch subsequent years has exceeded any such
deficiency.

Sprott Gold and Precious Minerals Fund

The Sprott Gold and Precious Minerals Fund is @ @old precious minerals mutual fund launched on
November 15, 2001. The investment objective of ftuisd is to provide long-term capital growth thrbug
individual stock selection as well as portfolio elisification. In order to achieve its investmenjeahve,

the Fund invests primarily in gold, gold certifieat other precious metals and minerals, the catés
relating to such metals and minerals and/or intgasicurities of companies that are directly oirigxtly
involved in the exploration, mining, productiondistribution of gold and precious metals and milsera
The Performance Fee payable to us is calculatd®¥®sof that portion of the annual return of the drun
which is greater than the S&P/TSX Global Gold Indéxhe performance of the Fund in any year is les
than the performance of the benchmark index, tleeRarformance Fee will be payable in any subsequent
year until the performance on a cumulative basisutated from the first of such subsequent yeass ha
exceeded any such deficiency.

Sprott Energy Fund

The Sprott Energy Fund is an energy sector mutual faunched on April 15, 2004. This Fund seeks to
achieve long-term capital growth through individsédck selection as well as portfolio diversificati
The Fund invests primarily in equity and equityatet securities of companies that are involvedctlire

or indirectly in the exploration, development, puotion and distribution of oil, gas, coal, uraniamd
other related activities in the energy and resosemtor. The Performance Fee payable to us islasdcu

as 10% of that portion of the annual return of Bumd which is greater than the S&P/TSX Capped
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Energy Total Return Index. If the performance & Bund in any year is less than the performandleof
benchmark index, then no Performance Fee will lyalge in any subsequent year until the performance
on a cumulative basis calculated from the firstsoch subsequent years has exceeded any such
deficiency.

Sprott Hedge Fund L.P.

The Sprott Hedge Fund L.P. was launched on Novemp2000, and closed to new investment on July
31, 2002. The investment objective of this longrsteguity hedge fund is to maximize absolute return
on investments. The Fund seeks to accomplish jectge through superior securities selection Ikynig
both long and short investment positions. The alioo of long and short positions in the Fund waly
depending upon the investment team’s view of thmekiic and international economy and market
trends. The Performance Fee payable to us is esdtlhs 20% of that portion of the annual returthef
Fund which is greater than 10% in any fiscal y@arthe extent that the Fund generates a negativenre
in any fiscal year, such negative return will berieal forward for one year, i.e. any such negatetern

will be added to the 10% hurdle in the subsequeat.y

Sprott Hedge Fund L.P. Il

The Sprott Hedge Fund L.P. Il is a long/short gghiedge fund launched on August 31, 2002. The
investment objective of this Fund is to maximizes@hbte returns on investments. The Fund seeks to
accomplish its objective through superior seciwgiselection by taking both long and short investmen
positions. The allocation of long and short posisian the Fund will vary depending upon the invesim
team’s view of the domestic and international ecoyp@and market trends. The Performance Fee payable
to us is calculated as 20% of the annual retuthefund. To the extent the Fund incurs net lossany
fiscal year such losses will be carried forwarcetiectively offset profits on which our share otame
would otherwise be calculated in any subsequent yea

Sprott Bull/Bear RSP Fund

The Sprott Bull/Bear RSP Fund is a long/short gghédge fund launched on November 12, 2002. The
investment objective of this Fund is to maximizealbte returns on investments by taking both lamg) a
short investment positions. The allocation of l@rgl short positions in the Fund will vary depending
upon the investment team’s view of the domestic imernational economy and market trends. The
investment team intends to invest in opportunitied provide what they, at the time of the invesitne
believe to be the best reward per unit of risk. Pleeformance Fee payable to us is calculated asd0%
the annual return of the Fund. The calculationasifive and negative performance will accumulateaon
monthly basis and if positive at the end of thery##e accrued Performance Fee will be paid. Negati
returns will be carried forward indefinitely untile cumulative return becomes positive.

Sprott Opportunities Hedge Fund L.P.

The Sprott Opportunities Hedge Fund L.P. is a lsimgyt equity hedge fund launched on April 7, 2004.
The investment objective of this Fund is to provideg-term capital appreciation through fundamental
securities selection by taking both long and shvestment positions in equity, debt and derivative
securities, and through strategic trading. Thecalion of long and short positions will vary depegoon
the opportunities the investment team believes liaedest reward per unit of risk. The Performafee
payable to us is calculated as 20% of the anntiair®f the Fund. No Performance Fee will be paiith w
respect to a fiscal year until any net loss preslipincurred has been offset by subsequent neitgrof
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Sprott Opportunities RSP Fund

The Sprott Opportunities RSP Fund is a long/shguitg hedge fund launched on September 30, 2005.
This Fund invests directly in units of the Sprofig@rtunities Trust, which in turn invests in uritsthe
Sprott Opportunities Hedge Fund L.P. The Perforradfee payable to us is calculated as 20% of the
annual return of the Fund. To the extent that timedFincurs net losses in any fiscal year, suchelogsl|

be carried forward to effectively offset profits avhich our Performance Fee would otherwise be
calculated in any subsequent year.

Sprott Small Cap Equity Fund

The Sprott Small Cap Equity Fund is a Canadian Iscagql equity mutual fund launched on August 23,
2007. The objective of this Fund is to achieve kamgn capital growth by investing primarily in srhal
capitalization equity and equity-related securitisted in Canada, with some exposure to globalllsma
capitalization equities. The Performance Fee pay#blus is calculated as 10% of that portion of the
annual return of the Fund which is greater than S8&/TSX Small Cap Total Return Index. If the
performance of the Fund in any year is less thanpbrformance of the benchmark index, then no
Performance Fee will be payable in any subsequeat yntil the performance on a cumulative basis
calculated from the first of such subsequent ykassexceeded any such deficiency.

Sprott Small Cap Hedge Fund

The Sprott Small Cap Hedge Fund (formerly the Seeftnall Cap Opportunities Fund) is a long/short
equity hedge fund. We became the successor maoages Fund on October 12, 2007. The investment
objective of the Fund is to achieve long-term cdpigrowth primarily through the selection and
management of long and short positions in equityisies and through strategic trading. The investim
team manages the Fund with a general bias towands lang position. The Fund’s portfolio will cossi
primarily of investments that generate capital gabut could also include investments and strasettjiat
generate income in accordance with the Fund's GlgecThe Performance Fee payable to us is
calculated at the unit level and is equal to 20%hefamount by which the net asset value of eadh un
exceeds the greater of (i) the purchase price di smit, and (ii) if a Performance Fee was paid, ribt
asset value of such unit immediately following thst date on which a Performance Fee was so paid.
Any decline in the net asset value of the Fund’'#sumust be recouped before we are paid any
Performance Fee on the units in any given fiscaf.ye

Sprott All Cap Fund

The Sprott All Cap Fund is an RRSP eligible mufuald launched on September 18, 2008. The Fund is
designed to capitalize on growth oriented oppotiesiin any sector or industry unhindered by market
capitalization constraints. The objective of thenéFus to achieve long-term capital growth by iniregpt
primarily in equity and equity related securiti€flssmall, medium and large capitalized companies$ tha
have the potential to produce above average groviath Fund’s investments will include primarily smal
medium and large cap Canadian companies. The Rexfme Fee payable to us is calculated as 10% of
that portion of the annual return of the Fund whilgreater than the S&P/TSX Composite Total Return
Index. If the performance of the Fund in any yealess than the performance of the benchmark index,
then no Performance Fee will be payable in anyempsnt year until the performance on a cumulative
basis calculated from the first of such subsequeats has exceeded any such deficiency.

Effective November 30, 2010, the Sprott Global Bg&und was merged into the Sprott All Cap Fund.
The holders of units of each series of Sprott Gl&wpity Fund received units of the equivalent sgiof
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Sprott All Cap Fund, determined on a dollar-fortdpbasis. At the time of the merger, the total astet
value of the Sprott Global Equity Fund was $7.dionil

Sprott Gold Bullion Fund

Sprott Gold Bullion Fund was launched on March2009. The investment objective of the Sprott Gold
Bullion Fund is to seek to provide a secure, corer@ralternative for investors seeking to hold gdite
Fund will invest primarily in unencumbered, fullylaated gold bullion, permitted gold certificates
and/or closed-end funds and the underlying inteokgthich is gold. The Fund may also invest a jorti
of its assets in cash, money market instrumentdoandeasury bills. The fund does not have a
Performance fee component.

Sprott Tactical Balanced Fund (formerly Sprott Nianager Fund)

FNSSC Multi-Manager Fund was launched on April @2 and renamed to Sprott Multi-Manager Fund
on November 2, 2009. Effective November 30, 2018MSwith unitholder approval, changed the
investment objective of Sprott Multi-Manager Fumdlahe Fund’s name was changed to Sprott Tactical
Balanced Fund. Sprott Tactical Balanced Fund caesnto provide exposure to a mix of investment
strategies, but with greater asset class diveasiin by including SAM’s fixed income funds. In afiioh,

the Fund employs a more flexible and opportuniatiset allocation approach to seek to improve risk-
adjusted return potential in a variety of marketimnments.

Sprott Physical Gold Trust

Sprott Physical Gold Trust was established on Aug8s2009 under the laws of the Province of Ootari
The Fund was created to invest and hold substhngithlof its assets in physical gold bullion. TRand
seeks to provide a secure, convenient and exchaaded investment alternative for investors intixes

in holding physical gold bullion without the incamience that is typical of a direct investment in
physical gold bullion. The Fund invests primaritylong-term holdings of unencumbered, fully allecht
physical gold bullion and will not speculate witligard to short-term changes in gold prices. ThadFun
does not anticipate making regular cash distrilmstim unitholders. SAM is entitled to receive a thin
Management Fee equal to 1/12 of 0.35% of the vafube net assets of the Fund, plus any applicable
taxes. The Management Fee is calculated and acdailgdand payable monthly in arrears on the last d
of each month.

Sprott Diversified Yield Fund

The Sprott Diversified Yield Fund was launched ongést 5, 2010. The investment objective of the
Fund is to maximize the total return of the Fund tmprovide income by investing primarily in deind
debt-like securities of corporate and governmesiidgss from around the world. To achieve the Fund’s
investment objective, the Fund takes a flexiblerapgh in investing in debt instruments and the
allocation will depend on the portfolio advisor'sew of economic and market conditions. In addition,
SAM selects the Fund's investments in an effotat@ advantage of the credit cycle and the diffezen
currencies, interest rates and credits betweentgesirbased on a global macroeconomic and political
analysis. As part of its investment strategy, thed-may engage in short selling up to 20% of thedru
total net assets as a result of special reliebidined from Canadian securities regulators. ThedFas

an annual Performance Fee equal to a percentatie @verage daily net asset value of the applicable
series of the Fund. Such percentage will be equaD% of the difference by which the return in tiet
asset value per unit of the applicable series efRand from January 1 to December 31 exceeds the
percentage return of the blended benchmark inde&. blended benchmark index return consists of the
following: 75% of the daily return of the BofA Mdtr_Lynch U.S. High Yield Index, hedged to Canadian
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dollars (or any successor index to such index), 28% of the daily return of the DEX Universe Bond
Index (or any successor index to such index).dfgarformance of a series of the Fund in any yekass
than the performance of the blended benchmark intthexs no Performance Fee will be payable in any
subsequent year until the performance of the agiplic series of the Fund, on a cumulative basis
calculated from the first of such subsequent yeassexceeded the amount of the deficiency.

Sprott Short-Term Bond

The Sprott Short-Term Bond Fund was launched onuau§, 2010. The investment objective of the
Fund is to provide regular income while preservoagital and maintaining liquidity through investing
primarily in short-term debt securities issued tan&dian federal, provincial and municipal governtsen
as well as corporate issuers. To achieve the Fundé&stment objective, the Fund employs investment
strategies based upon economic research, quargitatd technical analysis, the analysis of cradhtity
pertaining to prospective investments and estahlishn evolving asset allocation containing govesnim
and corporate bonds. The Fund may invest a podfidts assets in short-term debt securities ofifpre
issuers. As part of its investment strategy, thedHmay engage in short selling when it is permitigd
applicable securities legislation. There is no &@naince Fee component for the Fund.

Sprott 2011 Flow-Through LP and Sprott 2012 Floweligh LP

Sprott 2011 and 2012 Flow-Through Limited Partngshthe “Partnerships”) are non-redeemable
investment funds. The investment objective of eRatinership is to provide for a tax-assisted inmesit

in a diversified portfolio of flow-through shareadaother securities, if any, of resource issuet \&i
view to achieving capital appreciation and sigifittax benefits for their limited partners.

The Partnerships’ investment strategy is to inuedgtow-through shares and other securities, if,anfy
lower risk resource issuers whose principal businesl be: (i) primarily, oil and gas exploration,
development, and/or production and certain energgyztion that may incur Canadian renewable and
conservation expense, and (ii) to a lesser exeining exploration, development, and/or productiba.
accomplish this strategy, a strong preferencelvaliven to companies with existing production, ahhi
SAM believes should mitigate downside risk relatteeinvesting in earlier stage companies. Limited
partners with sufficient income are entitled tarmlaeductions for Canadian federal income tax psepo

in respect of Canadian exploration expense incuarerenounced to the respective Partnership agd ma
be entitled to certain investment tax credits deblecfrom tax payable. SAM is entitled to an anhua
Management Fee equal to 2% of the net asset valgalated and payable monthly in arrears. SAM is
also entitled to an additional distribution of Paship property (Performance Fee) upon dissolutfon
the Partnership in an amount equal to 20% of theusutnby which the net asset value per unit exceeds
$28.00, multiplied by the number of units outstaugdat that date.

Sprott Absolute Return Income Fund

The Sprott Absolute Return Income Fund was launameAugust 31, 2010. The investment objective of
the Fund is to maximize absolute total returnsmmestments with low volatility by primarily investy in
fixed income securities, currencies, derivatived ather instruments from around the world. The Fund
seeks to accomplish its objectives by taking bothgland short investment positions, which provide
exposure to fixed income securities, currenciegydives and other instruments from around theldvor

In addition to a Management Fee, SAM is entitledereive from the Fund an annual Performance Fee
equal to 20% of the difference by which the retirthe net asset value per unit for the year excdes
percentage return of the 3-month Canadian Banlkeseptance Rate (Canadian Dealer Offered Rate)
(being CDOR) plus 3% for the same period. If thdgrenance of a particular class of units in anyryisa
positive but less than the performance of CDOR BiMs then no Performance Fee will be payable ih tha
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year for that class of Units, however, the diff@@ibetween the return of the Fund and CDOR plu$s3%
not carried forward. If the performance of a patic class of units in any year is negative, susfjative
return will be added to the subsequent year's CIpR 3% when calculating the Performance Fee for
that class of units.

Sprott Private Credit Fund LP

The Sprott Private Credit Fund LP was launched ay ¥0, 2010. The investment objective of the Fund
is to achieve superior risk-adjusted returns withimal volatility and low correlation to most traidinal
asset classes, primarily by investing in assetébdsans of Canadian companies. The Fund focuses on
identifying short-term opportunities primarily inre@adian companies that are otherwise unable tsscce
financing. These companies are often overlookaghderappreciated by the general financial community
due to size, perceived riskiness, complexity orirtgn The Fund is sub-advised by Third Eye Capital
Management Inc. Third Eye advises the Fund in tkecwion of its investment strategies - capital
preservation through senior liens on collaterab@swith visible potential cash flows and/or licatidn

or break-up values; rigorous, bottom-up fundamentatalysis that emphasizes asset-level
overcollateralization based on liquidation valugentifying good companies that are overlooked dr ou
of-favour; and diversification based on asset-tyipgestment size, as well as company and industry
exposures. Each potential investment must also a&avdentifiable catalyst that will enable the loover

to retire the loan within a reasonable period ikt usually within one year. SAM is entitled toaamual
Management Fee equal to 2.3% on the Class A 8% on the Class D units, and 1.8% on the Class F
units calculated on the net asset value calculatetl payable monthly in arrears. There are no fees
payable on the Class E units. From the Managenesd Feceived, SAM pays sub-advisory fees to Third
Eye Capital. SAM is also entitled to an annual &@nbnce Fee equal to 20% of net profits in the Rond
the extent that such profits exceed an 8% annwkiped rate. Any such Performance Fees are also
shared with Third Eye Capital.

Sprott Physical Silver Trust

Sprott Physical Silver Trust was established ore BGy 2010, under the laws of the Province of Gmtar
The Fund was created to invest and hold substhndililof its assets in physical silver bullion. dFund
seeks to provide a secure, convenient and exchaaded investment alternative for investors intexes

in holding physical silver bullion without the inmeenience that is typical of a direct investment in
physical silver bullion. The Fund invests primarily long-term holdings of unencumbered, fully
allocated, physical silver bullion and will not spate with regard to short-term changes in sipriges.
The Fund does not anticipate making regular casthilolitions to unitholders. SAM is entitled to reee

a monthly Management Fee equal to 1/12 of 0.45%@fvalue of the net assets of the Fund, plus any
applicable taxes. The Management Fee is calculatddaccrued daily and payable monthly in arrears on
the last day of each month.

Sprott Silver Bullion Fund

Sprott Silver Bullion Fund was launched on May O12. The investment objective of the Sprott Silver
Bullion Fund is to seek to provide a secure, corergnalternative for investors seeking to hold esilv
The Fund will invest primarily in unencumbered, lyulallocated silver bullion, permitted silver
certificates and/or closed-end funds and the uwitherlinterest of which is silver. The Fund may also
invest a portion of its assets in cash, money nmanstruments and/or treasury bills. SAM is entitle

an annual Management Fee of 1.3% on Class A und90a85% on Class F units calculated on the net
asset value calculated and payable monthly in esréehe Fund does not have a Performance Fee
component.
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Sprott Private Credit Trust

On January 3, 2012, SAM launched Sprott PrivataliCiierust, a tax-efficient version of Sprott Prigat
Credit Fund LP. As with the Sprott Private Crediing LP, the Fund focuses on identifying short-term
opportunities primarily in Canadian companies trat otherwise unable to access financing, whether d
to size, perceived riskiness, complexity or timiige Fund is sub-advised by Third Eye in the exenut

of its investment strategies - capital preservattmough senior liens on collateral assets witlibles
potential cash flows and/or liquidation or breakuagues; rigorous, bottom-up fundamental analysis t
emphasizes asset-level overcollateralization baselijuidation value, identifying good companieatth
are overlooked or out-of-favour; and diversificatibased on asset-type, investment size, as well as
company and industry exposures. Each potentialsimvent must also have an identifiable catalyst that
will enable the borrower to retire the loan witldrreasonable period of time, usually within tworgea
SAM is entitled to an annual Management Fee equal% on the Class A units, 2.6% on the Class D
units, and 1.6% on the Class F units calculatethemet asset value calculated and payable mointhly
arrears. From the Management Fees received, SAKI qayadvisory fees to Third Eye Capital. SAM is
also entitled to an annual Performance Fee equ0%b of net profits in the Fund to the extent thath
profits exceed an 8% annual preferred rate. Any feerformance Fees are also shared with Third Eye
Capital.

Sprott Corporate Class Inc.
On October 17, 2011, SAM launched Sprott Corpo€itess Inc. ("Corporate Class"), a mutual fund
corporation designed to provide greater tax-efficiefor investors with a suite of different mutdiahds
set up within a corporate structure. Each investrherd is offered as a separate class of sharééwitte
corporation. This permits investors to switch betwelasses without triggering an immediate taxable
event. Any unrealized capital gains is alloweddatinue to grow and compound within Corporate €las
on a tax-deferred basis. On February 28, 2012 S&Mdhed an additional three classes. Corporate Clas
offers 11 different share classes, nine of whiehpatterned after existing Sprott funds.
Each of the following Classes invests in the “I43faof an existing Sprott Fund:

Sprott Canadian Equity Class

Sprott Diversified Yield Class

Sprott Energy Class

Sprott Gold and Precious Minerals Class

Sprott Short-Term Bond Class

Sprott Small Cap Equity Class

Sprott Tactical Balanced Class

Sprott Silver Bullion Class

Sprott Gold Bullion Class

Management Fees and Performance Fees for eaclesd @lasses are charged at the underlying Fund.
See “— Our Revenues”.
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Sprott Resource Class

As part of the Corporate Class launch, a new fuprott Resource Class was also created. The
investment objective of the Fund is to seek to eahilong-term capital growth. The Fund invests
primarily in equity and equity-related securitifscompanies in Canada and around the world that are
involved directly or indirectly in the natural resce sector. The Resource Class investment team is
comprised of a number of Sprott's resource exjetsding: Eric Sprott, Rick Rule, Paul Wong, Clearl
Oliver, Jamie Horvat and Eric Nuttall. Paul Wongmees the Fund's overall allocations to resowroe s
sectors and companies, consistent with the teaaxsarand sector views. The Class has a Management
Fee of up to 2.5% and a Performance Fee equal % dDthe excess over a blended benchmark
consisting of 50% of S&P/TSX Capped Materials TBR0% of S&P/TSX Capped Energy TRI. The
Resource Class also serves as the rollover vefoci8prott's Flow-Through LPs. On February 3, 2012
Sprott 2010 Flow-Through Limited Partnership corngdethe tax-deferred transfer of the assets of the
Partnership into the Resource Class and was dessolv February 6, 2012.

Sprott Silver Equities Class

A first of its kind in Canada, the Silver Equiti€&ass, the investment objective of this Class isetek to
achieve long-term capital growth by investing priityain equity securities that are directly or ingktly
involved in the exploration, mining, production distribution of silver. The Class may also invest i
physical silver bullion and silver certificates. Maed by Eric Sprott, Charles Oliver and Maria
Smirnova, the Class has a Management Fee of up% fr the Series A shares and up to 1.5% for the
Series F shares. SAM is also entitled to a Perfoomdee equal to 10% of the excess over the MSCI
ACWI Select Silver Miners Investable Market Index.

Sprott Offshore Funds

We currently manage four feeder funds within twosteafeeder fund structures. A master-feeder fund
structure is a structural separation of the mdstaa’s investment portfolio from its investors. @&eally,

a single investment portfolio is maintained at thaster fund level and its participants are feedad$
which are funds that hold the investors and “feg® capital to the master fund. Separate feedatsfun
are usually established for investors that arelesss of the same country and/or have a similastatxs.
For example, we have U.S. feeder funds which aemded for U.S. taxable investors and offshoredeed
funds which are intended for non-U.S. investors fand).S. and Canadian tax-exempt investors. E&ch o
our four feeder Funds invests substantially alt®fssets in one of the two master Funds we maidge
will continue to devote resources to building owfie globally as we believe the products we offee
innovative and attractive to investors outside ah&da. These offshore sales are direct to inveatats
we incur no trailer fee expenses in connection witbh sales.

Sprott Offshore Fund, Ltd.

Sprott Offshore Fund, Ltd. is an exempted comparyamized under the Companies Law (2007
Revision) of the Cayman Islands and commenced bpesaon December 31, 2001. This Fund invests
substantially all of its assets in the Sprott Mastend, Ltd. The objective of the Fund is to maxeni
absolute returns on investments while attemptingitmate market risk. The Performance Fee paytble
us is calculated as 20% of the annual return oftined. No Performance Fee will be paid with respect

a fiscal year until any net loss previously incdrhas been offset by subsequent net profits.
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Sprott Capital, L.P.

Sprott Capital, L.P. is a limited partnership orged under the laws of Delaware that commenced
operations on December 31, 2001. This Fund invagbstantially all of its assets in the Sprott Maste
Fund, Ltd. The objective of the Fund is to maximgdesolute returns on investments while attempting t
mitigate market risk. The Performance Fee payablestis calculated as 20% of the annual returmef t
Fund. No Performance Fee will be paid with respeet fiscal year until any net loss previously imed

has been offset by subsequent net profits.

Sprott Offshore Fund II, Ltd.

Sprott Offshore Fund Il, Ltd. is an exempted conypanganized under the Companies Law (2007
Revision) of the Cayman Islands and commenced tipesain October 2007. This Fund invests
substantially all of its assets in the Sprott Magtend Il, Ltd. The objective of the Fund is to nmxe
absolute returns on investments while attemptingitmate market risk. The Performance Fee paytble
us is calculated as 20% of the annual return oftived. No Performance Fee will be paid with respect
a fiscal year until any net loss previously incdrhas been offset by subsequent net profits.

Sprott Capital, L.P. Il

Sprott Capital, L.P. Il is a limited partnershipganized under the laws of Delaware that commenced
operations in December 2007. This Fund investstanbally all of its assets in Sprott Master Fumd |
Ltd. The objective of the Fund is to maximize ab$slreturns on investments while attempting to
mitigate market risk. The Performance Fee payablestis calculated as 20% of the annual returmef t
Fund. No Performance Fee will be paid with respeet fiscal year until any net loss previously imed

has been offset by subsequent net profits.

Managed Accounts

Generally, our view is that our portfolio of Fundeovides a sufficiently diverse range of investment
objectives and strategies from which to choose. ¢l@r, SAM does from time to time enter into
managed account agreements with larger institutidreants.

Our Revenues

All of our products, except for the bullion mutdahds and trusts as well as the Short-Term BondiFun
have a fee structure that consists of both a Manege Fee component and a Performance Fee
component. We collect Management Fees calculatedoascentage of AUM, and may earn Performance
Fees, calculated, depending on the Fund or ManAgedunt, as a percentage of: (i) excess performance
over the relevant benchmark; (ii) the increasednhasset values over a predetermined hurdle, if any
(iif) the net profit over the performance period.

Management Fees

Units of our Funds are sold to investors by wapmaspectus offering or private placement to acteedi
or otherwise eligible investors. Class A or SeAesnits, Class D and Class T units, where appliabi
our Funds are sold to qualified purchasers. Clagy Series F units of our Funds are sold to: (i)
purchasers who participate in fee-based programsugh eligible registered dealers; (ii) qualified
purchasers in respect of whom the Fund does nat idistribution costs; and (iii) qualified individu
purchasers in our sole discretion. Class | or Selrianits are issued to institutional investorsoat
discretion.
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Management Fees are earned and payable at thef @atto month, calculated based on the net asset
value of the Fund at each relevant valuation daaeh class and/or series of units in our Funds pagya
different Management Fee rate, expressed as arnpagee of the net asset value of the Fund. The
Management Fee rates range from 0.5% to 2.5% pamaifior our public mutual funds, 1.0% to 2.0%
per annum for our Canadian hedge funds, 1.0% t& J&r annum for our offshore funds and 0.35% -
0.45% for our exchange-traded physical bullion &inéfe do not require our clients to pay an ingeles
charge or commission when purchasing units in dreeioFunds.

Performance Fees

The Performance Fees for each of our Funds araauotied by and payable to the Corporation until the
end of the performance period is reached and thforpgance of the Fund (i) exceeds the Fund’'s
predetermined annual performance hurdle rategXiceeds the relevant benchmark index return, ir (ii
the Fund generates a positive return for the pedoce period (a “Performance Hurdle”). The
performance period for all of our Funds is a 12-thgreriod ended December 31.

The Performance Fees for all except one of our &ame subject to a loss carry-forward. For mostusf
Funds that have a Performance Fee component, gaffermance of a Fund in any year is less than the
Fund’s Performance Hurdle (the difference being“Deficiency”), then no Performance Fee will be
payable in any subsequent year until the performasfcthe applicable Fund, on a cumulative basis
calculated from the first of such subsequent ydaas, exceeded the amount of the Deficiency. For the
Sprott Hedge Fund L.P., the Deficiency is resetikdor the following year; however, any negativend
return is carried forward for one year and is addetthe hurdle rate for that year.

None of our loss carry-forwards contain a “clawligmtovision. Accordingly, once a Performance Fee is
received by us, we are not subject to a futuregabbn to return such fees. Thus, while we measure
Performance Fees notionally earned on a regulas keasd such fees are accrued in the Funds), tteey a
not accrued in our financial statements until tlaeg payable at the end of the relevant performance
period. Where an investor redeems units in a Hédgel that has an accrued Performance Fee at the
redemption date, the proportion of the accrueddPeidnce Fee that equates to the proportion of the
redemption in relation to the total units of thenBuwill become “crystallized” and will be payalie
SAM.

There is no guarantee that we will receive any dPerénce Fees until a performance period is
successfully completed. See “Risk Factors”.

The table below summarizes the calculation of thandjement Fee payable by the Class A (or
benchmark Series for offshore funds) and Classléen® of each of our Funds as well as the benchmark
relevant to the calculation of the Performance &®the percentage of the portion of the returm the
benchmark which we are entitled to earn as a Redoce Fee.
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Management Fee

(% of NAV)®

Product Class A

Public Mutual Funds, Flow Through LPs and
Corporate Class Funds

Sprott Canadian Equity Fund 2.5%

(Sprott Canadian Equity Class)

Sprott Gold and Precious Minerals Fund 2.5%
(Sprott Gold and Precious Minerals Class)
Sprott Energy Fund 2.5%

(Sprott Energy Corporate Class)

Sprott Small Cap Equity Fund 2.5%

(Sprott Small Cap Equity Class)

Sprott All Cap Fund 2.5%
Sprott Gold Bullion Fund 0.8%
Sprott Diversified Yield Fund 1.65%

(Sprott Diversified Yield Class)

Sprott Short-Term Bond Fund 0.75%

(Sprott Short-Term Bond Class)
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Performance Fee

Class F  Benchmark @y
1.5% S&P/TSX 10%
Composite
Total Return
Index
1.5% S&P Global Goldl0%

1.5%

1.5%

1.5%

0.5%

1.0%

0.5%

Index

S&P/TSX Capped0%
Energy
Total Return
Index

S&P/TSX Smalll0%
Cap Total Return
Index

S&P/TSX 10%
Composite
Total Return
Index

n/a n/a

10% over blendeti0%
benchmark index
75% BofA Merrill
Lynch U.S. High
Yield Index; 25%
DEX Universe
Bond Index

n/a n/a



Sprott Tactical Balanced Fund (formerB.5% 1.5% Specific to thel0%
Sprott Multi-Manager Fund) underlying funds
held

(Sprott Tactical Balanced Class)

Sprott Private Credit Furfd 2.3% 1.8% Net profits 20%
exceeding an 8%
annual preferred
rate

Sprott Private Credit Tru§? 2.6% 1.6% Net profits 20%

exceeding an 8%
annual preferred

rate
Sprott Silver Bullion Fund 1.3% 0.85% nla n/a
Sprott Resource Class 2.5% n/a excess overl0%
blended
benchmark

consisting of 50%
of S&P/TSX
Capped Materials
TRI;  50%  of
S&P/TSX Capped
Energy TRI

Sprott Silver Equities Class 2.5% 1.5% excess ovbe 10%
MSCI ACWI
Select Silver
Miners Investable
Market Index

Sprott 2011  Flow-Through  Limited®% n/a Excess of NAV20%
Partnership over $28 on
dissolution date

Sprott 2012  Flow-Through  Limited®% n/a Excess of NAV20%
Partnership over $28 on
dissolution date

Canadian Hedge Funds
Sprott Hedge Fund L.P. 2.0% n/a 10% Hurdle 20%

Sprott Hedge Fund L.P. Il 2.0% n/a Positive Return20%
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Sprott Bull/Bear RSP Fund 2.0% n/a Positive Return20%

Sprott Opportunities Hedge Fund L.P. 2.0% 1.0% tResReturn 20%
Sprott Opportunities RSP Fufid 2.0% n/a Positive Return ~ 20%
Sprott Small Cap Hedge Fund 2.0% n/a Positive Retur 20%
Sprott Absolute Return Income Fufid 2.0% 1.0% 3-month Canadia20%
Bankers
Acceptance Rate +
3%
Sprott Strategic Fixed Income Fund 1.0% n/a 3-madddmadian 15%
Bankers
Acceptance Rate +
3.8%

Offshore Funds

Sprott Offshore Fund, Ltd 1.0% n/a Positive Return 20%
Sprott Offshore Fund II, Ltd. 1.0% n/a Positivelrat  20%
Sprott Capital, L.P. 1.0% n/a Positive Return 20%
Sprott Capital, L.P. Il 1.0% n/a Positive Return %20

(1) In addition, our Funds may issue Class | oieSdrunits to institutional investors. The ManageinFees in respect thereof
are determined on a case by case basis and ggraoalbt exceed the fees payable in respect osGlas Series F units.

(2) Subject to loss carry forward provisions. SeeOur Funds”.

(3) Management Fee on the Class D units is the san€lass A units. There are no fees payable ossCHa units.
Management fees and Performance Fees are shated'witt Eye Capital Management Inc., the sub-advisothese
Funds.

(4) Sprott Opportunities RSP Fund invests in uaftSprott Opportunities Hedge Fund L.P. Performarees are charged at
the Sprott Opportunities Hedge Fund LP level.

(5) Class T — 2% Management Fee.

Managed Accounts

Our Managed Accounts pay a Management Fee, basétdbh and may pay a Performance Fee, based
on the performance of the Managed Account overdleyant benchmark during the performance period.
Management Fees are earned and payable at thd eadlomonth, calculated based on the AUM of the
Managed Account at each AUM tier, where applicalfle. Managed Account invests in a Sprott Fund,
the applicable Fund fee structure applies and weatd@charge an additional fee.
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Management Fee Performance Fee
(% of NAV)

Product Class A Class F Benchmark %

Managed Accounts 0.8%-2.5% S&P/TSX Composite 10% - 20%
Total Return Index or as per
the relevant Managed
Account Agreement

Exchange-Traded Physical Bullion Funds

The Sprott Physical Gold Trust charges an annualadgement Fee of 0.35% calculated daily and paid
monthly based on the daily net asset value of tistT

The Sprott Physical Silver Trust charges an anMalagement Fee of 0.45% calculated daily and paid
monthly based on the daily net asset value of thistT

There are no Performance Fees associated withr dlieeSprott Physical Gold Trust or the Sprott
Physical Silver Trust.

Selling and Distribution

We have a multichannel approach to fund sales aautteting. We have concentrated on building our
brand both through SAM and SPW as well as throbgh-party sales channels.

Our sales force at both SAM (through our wholesaletwork) and SPW (through our private client
representatives) has enabled us to add momentymviate client sales and service, and to estalalish
marketing presence for the launch of our mutuat$uand hedge funds through the Canadian financial
advisor and dealer channels. Subject to applicakleurities legislation, our Canadian investment
products are directly sold to, or distributed thgbu(i) Canadian high net worth investors; (ii) @dian
institutional investors (e.g. pension plans, fulidumds, etc.); (iii) registered investment dealertail
financial advisors, and financial planners; andl §lectronic platforms.

SAM’s distribution platform is based on our wholessales force, distribution of our offshore proguc
as well as a strong presence in the media.

In 2011 we hired a Senior Vice-President, Natidsalles Manager to lead and to grow our wholesaling
capabilities within the Canadian retail fund mapkate. Our national wholesale force, establishdday

of 2007, now consists of nine regional sales marsagéh five supporting inside sales representative
early 2012, a Senior Vice President, Sales & Serwias hired to manage the inside sales represargati
and to help to improve the client experience, paldirly for independent advisors who sell our fundfe
believe that having dedicated sales representativesarket and distribute our investment produots t
retail financial advisors, registered dealers andricial planners across Canada will help increase
brand awareness, aid with ongoing client mainte@amcrease sales of our Funds and other investment
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products, and improve our platform for launchingliidnal investment products. To support third-part
sales of our Fund products, in 2009 we introducedva purchase option for the majority of our doneest
mutual funds — a Low Load Option. Under the Low ddaption, SAM will pay a commission to the
investor’s dealer when the investor subscribeS#sies A units.

Another key aspect of SAM’s sales and marketingtsgyy is the distribution of our offshore products.
Unlike many traditional Canadian fund companies,alg® offer four feeder hedge Funds (through two
master-feeder fund structures) that are tailored.®. and foreign investors. We believe our investim
philosophies in the absolute return strategies weatollow have particular appeal to a global di&e.
Subject to applicable securities legislation, ous.Land offshore investment products are directlgt £
U.S. and foreign high net worth investors as wellJaS. and foreign institutional investors. SeeOur
Investment Philosophy and Styles” and “— Our Funds”

Finally, to ensure continuous development and neitiom of our brand, members of our investment
management team often conduct interviews for patibos, appear on business news programs on a
regular basis and participate in selected investrimustry conferences. Our monthly Markets at a
Glance, regular articles in Investors Digest arieeopublications provide additional visibility féme firm

on a cost-effective basis.

Sprott Private Wealth LP

Through SPW, we provide investment management ahmingstrative services to high net worth
individuals and institutions. SPW strives to besading investment advisor to high net worth clidnts
offering a premier client experience, leading toréased sales. SPW provides unique access to thle SA
portfolio managers and enables SPW to construetrsified portfolios tailored to the individual neseof
each client. We focus on providing a high leveseivice to our direct private clients. Our privalient
base, representing approximately $3.0 billion derdl assets, has been developed through direct
relationships. The primary drivers of our privaliemnt asset growth have been performance and wird-o
mouth referrals.

Our Management Team

We currently have ten registered investment prajaass who deal directly with our high net worthdan
institutional investors. Whether dealing with athiget worth individual, institutional investor, agt
investment advisor, or financial planner, we attemaopinform the holders of our Funds of our market
outlook as well as each investment professionglf@ach to allocating capital within their respeeti
Fund strategies. We provide investors with monthports, email updates, and web postings. Clidats a
have the ability to contact an informed customevise representative.

David Franklin
Chief Executive Officer

David was named CEO of Sprott Private Wealth inda2011. A frequent guest speaker at conferences
across the globe, David has also been featuredinmerous newspaper articles and television shows,
providing insights on the ever changing financéddscape. David is also a former director of aiplybl
listed Australian gold company. David previouslyriwed at Integral Wealth Securities and Toll Cross
Securities in Institutional Equity Sales. He hasHomours Degree in Economics from Wilfrid Laurier
University and has almost ten years of experiendbe financial industry.
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Our Revenues

Historically, SPW has been an important distributelvannel for SAM-managed Funds. As a result, the

majority of SPW revenue is in the form of “trailieres” paid by such Funds. The rates paid to SPW are
consistent with those paid to external brokers s#ibthe same Funds. SPW also earns commission and
other income from the sale of new issues and @igktcements to our clients.

Sprott Consulting LP

SC provides active management, consulting and asimative services to its Managed Companies. At
SC our professionals are dedicated to generatingsistently superior returns on capital for the
shareholders of the companies and partnershipsamage. Our team of professionals seek to accomplish
these objectives by acquiring or starting attractbusinesses at the right time, growing their value
organically or through accretive acquisitions agdnmintaining financial flexibility to be responsito

the needs of the companies’ businesses and t@tzapibn new opportunities.

Our Management Services Team

We have attracted a deep pool of management talbthave the experience and knowledge to manage
our Managed Companies. Kevin Bambrough and Petesskopf deliver active management services to
public and private companies and partnerships #tathas formed to capitalize on unique business
opportunities. They have a proven track recordssEmbling experienced management teams, committed
to the successful growth of the companies in whicly form or invest. See “— Our Managed
Companies”.

They are supported by a dedicated group of prafeats with financial, legal, management and
consulting expertise. We believe the quality of mup we have is valuable and unique in the active
management business.

Peter Grosskopf
Chief Executive Officer, Sprott Inc.
Chief Executive Officer, Sprott Resource Lendingp@md President of SC

Mr. Grosskopf assumed the role of Chief Executivic@r of Sprott in September 2010. Mr. Grosskopf
has nearly 25 years of experience in the finarsgalices industry and an extensive background as an
advisor and underwriter to companies in a wideetgrof sectors. In addition to his role at Sprb#,also
serves as Chief Executive Officer of Sprott Reseurending Corp. and President of Sprott Consulting.
Prior to joining Sprott, he was President of Cotkn@ecurities Inc. since 2004. Prior to joining Carkn
Securities Inc., Mr. Grosskopf was one of the aanfiters of Newcrest Capital Inc., which was acquired
by the TD Bank Financial Group in 2000. Mr. Grogskbolds a Bachelor of Arts degree and a Masters
of Business Administration from the University ofegélern Ontario.

Kevin Bambrough
President, Sprott Inc.
Chief Executive Officer, Sprott Resource Corp. &ad

Mr. Bambrough joined SAM in 2002 as a Research ystaind subsequently assumed the role of a
Market Strategist in 2006. Mr. Bambrough was insieatal in the creation and development of SC and
currently also serves as the President of Sprott the President and Chief Executive Officer ofd®p

Resource Corp., and as the Chief Executive OffmeiSC. Mr. Bambrough has over a decade of
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investment industry experience. Since 2003, Mr. Bamgh has focused his analysis for SAM on the
resource sector with a particular focus towardd eoa uranium mining and, in his role as a Market
Strategist, he also spends a significant portionhisf time examining global economic activity,
geopolitics, and commodity markets.

Our Managed Companies

SC has entered into management services agreemihtshe following companies to provide active
management, consulting and administrative services:

Sprott Resource Corp. (TSX: SCP)

Sprott Resource Corp. invests and operates thrisiglubsidiaries in the natural resource sectorotgp
Resource Corp. is committed to building world clessource companies by working with experienced
management teams whose goals are aligned with dfoeshareholders. Upon acquiring a business (or
making an investment), it becomes actively involuedhe enterprise by providing strategic advicd an
direction. Sprott Resource Corp. provides inpupmactices, and ensures that the necessary decaiens
made to maximize the value of the particular bussrfer its shareholders.

Sprott Resource Corp. is involved in the exploratnd production of oil and gas in Western Canadb a
the Northern United States through One Earth Gil @as Corporation and Waseca Energy Inc. Through
Stonegate Agricom Ltd. Sprott Resource Corp. i®lved in mineral exploration and development in
Peru and Idaho and through One Earth Farms Cofarnits on First Nations’ farmland in the Canadian
Prairie Provinces.

SC began providing management services to SprabuiRee Corp. pursuant to a management services
agreement on September 5, 2007 and is led by Gxiedutive Officer Kevin Bambrough. At that time
Sprott Resource Corp. had a net asset value obzippately $77.6 million. As of December 31, 2011,
Sprott Resource Corp. had a net asset value of 88li6n. See “— Our Revenue” for a description of
how the Management Fees and Performance Feesleutzd.

Sprott Resource Lending Corp. (TSX: SIL, AMEX: $ILU

Sprott Resource Lending Corp. is a natural resolameer focused on providing bridge and mezzanine
financing to mining and oil and gas companiesleéslership team has significant lending experiemzk
deep expertise investing in the natural resourctosend applies conservative lending practices and
careful asset evaluation to generate shareholdee vaAccessing capital from Sprott Resource Lending
Corp. allows mid cap and junior resource compattiesxecute on their strategic plans through inéngas
their enterprise value or restructuring their cagise.

SC began providing management services to SpratbiRee Lending Corp. pursuant to a management
services agreement on September 7, 2010 and ksyl€thief Executive Officer Peter Grosskopf. See “—
Our Revenue” for a description of how the Manageank@es and Performance Fees are calculated.
Sprott Power Corp. (TSX: SPZ)

Sprott Power Corp. is an operator and developeeéwable energy projects. Sprott Power Corp. has

45.7 megawatts (MW) of operational wind assetd) AV of capacity accepted for long-term PPAs, and
223.6 MW in its development portfolio.
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SC began providing management services to SprateP&orp. pursuant to a management services
agreement on June 14, 2010 and is led by a teampairienced energy industry executives recruited by
SC. See “~ Our Revenue” for a description of how kianagement Fees and Performance Fees are
calculated.

Our Revenue

SC or its subsidiaries have entered into managesmnices agreements with Sprott Resource Corp.,
Sprott Resource Lending Corp. and Sprott Power Garpddition, a subsidiary of SC, Sprott Resource
Consulting LP, is the managing partner of SprotsdRece Partnership, through which it receives
distributions as outlined below, a subsidiary of, Sprott Lending Consulting LP, is the managing
partner of Sprott Resource Lending Partnershipuiin which it receives distributions as outlinetbte

and a subsidiary of SC, Sprott Power Consultingi&fhe general partner of SP Development LP and SP
Operating LP, through which it receives distribotas outlined below.

SC receives an annual management fee of 2% ofdhasset value of Sprott Resource Corp. calculated
on the average quarter-end net asset value oft3pesburce Corp. during each calendar quarter.tiSpro
Resource Partnership also pays Sprott ResourceuffiogsLP a management profit distribution (the
“Management Profit Distribution”) equal to the diféence (if positive) between: (i) the sum of th¢ ne
profits of Sprott Resource Partnership and nekewsd Sprott Resource Partnership since the fisza

in respect of which the last Management Profit fibstion was made; and (ii) the sum of the a spsatif
hurdle rate for each fiscal year since the fisazdryin respect of which the last Management Profit
Distribution was made.

Sprott Lending Consulting LP receives an annual a@ment Fee of 2% of the net asset value of Sprott
Resource Lending Partnership calculated on theageeguarter-end net asset value of Sprott Resource
Lending Partnership during each calendar quarfaotSEResource Lending Partnership also pays Sprott
Lending Consulting LP an incentive fee equal to 26@4a) the net profits of Sprott Resource Lending
Partnership for the year less the amount to pardtSpending Consulting LP and the costs incurrgd b
Sprott Resource Lending Corp. in carrying out itblfc company business (the “Adjusted Net Proffts o
the Partnership”), minus (b) a specified hurdle r@he “Annual Hurdle”). If in any year no Perfomua

Fee is payable to Sprott Lending Consulting LP entlbefore any Performance Fee is payable in a
subsequent year, the Adjusted Net Profits of thénBeship for such year, together with the Adjudtkd
Profits of the Partnership for the period(s) in ethno Performance Fee was payable, must exceed the
Annual Hurdle for that subsequent year, togethén tie Annual Hurdle(s) for the period(s) in whiat
Performance Fee was payable, and then the Perfoenfae shall be equal to 20% of the difference.

At Sprott Power Corp., Sprott Power Consulting ldteives a Management Fee of 0.01% of the
distributable net cash (as defined in the respegiartnership agreements) of SP Development LFS&nd
Operating LP. In addition, for development actestiat SP Development LP, Sprott Power Consulting LP
receives 20% of all operating cash flow once aruahrate of return on capital invested exceeds ©8%
an annual basis and 25% of all operating cash iaee an annual rate of return on capital invested
exceeds 25% on an annual basis, each after a li6fitypreturn. For operating activities at SP Opiexg

LP, Sprott Power Consulting LP receives 2% of theenue of any operating subsidiaries.
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Management Fee Performance Fee
Product Benchmark %
Managed Companies

Sprott Resource Corp. 2.0% of NAV Canadian 30-20%
Year Generic
Bond Inde®’

Sprott Resource Lending Corp. 2.0% of NAV Canadian 30-20%
Year Generic
Bond Index

Sprott Power Corp. 0.01% of distributable 2% and 20% and 25%
cash of SP Development LP25%%
n/a
2.0% of distributable nenh/a
cash of SP Operating LP

(1) Subject to annual hurdle carry forward prowisioSee “— Our Managed Companies”.
(2) Return of this benchmark index is capped at.12%
(3) After 10% priority return.

Sprott U.S. Holdings Inc.
Our Management Team

Rick Rule
Chief Executive Officer

Rick has dedicated his entire career to all aspeictee natural resource industry. At GRIL he leads
team that features professionals trained in resorgfated disciplines, such as geology and engimger
who work together to evaluate investment opporiemitRick is the lead portfolio manager for the RCI
limited partnerships and also advises some of #kid BSA investment platforms. Rick began his career
in the securities business in 1974, and has beswipally involved in natural resource security
investments ever since. He is a leading Americdailrbroker specializing in mining, energy, water
utilities, forest products and agriculture.

Jeffrey Howard
Chief Executive Officer, SAM USA

Jeff Howard joined the Global Companies in 1992dwdg and servicing the largest client group at
GRIL. Jeff has acted as Chief Executive OfficetGRIL for nearly nine years, and now acts as Chief
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Executive Officer and adviser to Sprott Asset Mamagnt USA. Prior to that since 1985, Jeff produced
and marketed a unique set of research reports iogvever 200 publicly traded oil and gas companies.
This was done at first through his own company #rah in conjunction with an investment banking
boutique based in Denver, Colorado that specializede oil and gas industry. Prior thereto, Jefirked

for Santa Fe International Corp., one of the largédsand gas drilling contractors in the world, the
acquisitions manager in the company’s exploratiod aroduction division and was engaged in the
evaluation and acquisition of over $1 billion obgucing properties for the company. Jeff gradu iz

the University of Arizona in 1975 with a degreeaztounting.

Paul Meehl
Chief Executive Officer, GRIL

Paul joined GRIL in 2011 and has worked in thertial services industry since 1987, most recergly a
Senior Operations Manager and Senior Relationshgmader at RBC Capital Markets LLC, GRIL’'s
custody and clearing services provider. Paul hastdfis entire career in the securities industriynarily

in operations and clearing, working with independanoker-dealers such as GRIL on a daily basis. He
has worked closely with GRIL since 2002, when hegd RBC'’s correspondent clearing division. In
2010, he became their dedicated Senior Relationglaipager. Paul graduated from the University of
Minnesota in 1992 and is a licensed securitiesoguidns principal (Series 4, 7, and 24) with FINRA.

Global Resource Investments Ltd.

GRIL is a broker-dealer regulated by the Finantmdustry National Regulatory Authority (“FINRA”).
Its sole focus is helping investors and speculattake money in the natural resource business ngini
oil and gas, alternative energy, forestry, agriceltor water. Many of GRIL's financial advisors \ed
in various natural resource industries before thegan their financial services career, enablingnthe
provide specialized advice.

GRIL generates revenue primarily by way of comnaigsifrom the sale and purchase of securities on
behalf of its clients as well as finder's fees earirom the sale of private placements to clieAts.
December 31, 2011, GRIL had approximately $1.50oilbf AUA.

Sprott Asset Management USA Inc. (formerly Terra Rsource Investment Management)

SAM USA offers a managed account program for inwsstooking for distinctive and personalized
wealth management. Clients the opportunity to cedosm two different types of managed accounts:
Traditional or Premium.

Traditional account: This managed account is omemlt U.S. and international investors (with the
exception of Canadian Residents). This accountiresja US$100,000 minimum account value and is
charged a 2% Management Fee for account values/ hdB$250,000. For any cash and securities above
US$250,000 in the account, investors are chargeduced fee of 1.5%.

Premium account: This managed account is openogetmvestors with a net worth of more than US$2
million. The account requires a US$250,000 minimagoount value and is charged a 1.5% Management
Fee and a 10% Performance Fee (subject to a hitdr weark). These accounts offer investors access to
private placements, which gives the accounts agdgdrmance potential.

SAM USA does not charge commissions on trades Mamthgement Fees are annualized, accrued daily
and payable quarterly, in advance.
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SAM USA offers clients the option of investing iouir different platforms:
Sprott Global Diversified Resource (Co-AdvisorsciRRule and Jeff Howard)

Utilizing a value-oriented approach, this portfatifiers broad exposure to exploration, developnagot
production companies operating in a variety of vese-based sectors. Investors who choose this
portfolio will be purchasing securities in a vayief resource-based sectors. This platform is effeas a
Traditional account or a Premium account.

Sprott Global Precious Metals (Co-Advisors: RicHdrand Jeff Howard, Sub-Advisor: Eric Sprott)

Catering to investors who are looking to gain prasimetals exposure, this program invests in deesiri
of companies with producing or development stagd,ggilver, or platinum group metal deposits. This
program may also invest in physical bullion. THistform is only offered as a Premium account.

Sprott Global Energy (Co-Advisors: Rick Rule antf B®ward, Sub-Advisor: Eric Nuttall)

This portfolio invests primarily in small-to-mid p#alization companies engaged in the producticth an
development of oil, natural gas, uranium, coakralitive energy and the companies that serviceethos
sectors. This platform is only offered as a Premaatount.

Sprott Global Resource Income (Co-Advisors: RickeRand Jeff Howard)

For investors seeking growth and income, this @ginvests primarily in mid-to-large capitalization
resource companies and utilizes covered put arldoptibn writing strategies to enhance income and
provide downside protection. This platform is oaffered as a Traditional account.

Resource Capital Investment Corporation

RCIC manages six fixed-term limited partnershipke (t‘Limited Partnerships”) with an average
remaining life of approximately six years. Thesa@@iearn a Management Fee, usually 2%, and have the
potential to earn Carried Interests which are amtras a percentage of profits earned by monetizing
events in the Funds. The percentage of profitseeblny RCIC ranges from 25%-30%. At December 31,
2011, the six limited partnerships had a total AdMpproximately $400 million.

Competition And Industry Outlook

The Corporation is fairly unique as an alternatgset management organization in terms of the thread
of our various investing platforms. However, eaalsibess segment operates in a very competitive
environment where there is much competition foestaers’ assets.

SAM - SAM manages mutual funds, hedge funds (domesticafshore), exchange-traded funds that
hold physical gold or silver bullion, flow-throudjimited partnerships and managed accounts.

Canada’s mutual fund industry is highly competitived is dominated by a small humber of larger
players. As at December 31, 2011, total mutual funddistry AUM was approximately $700 billion and
SAM managed approximately $2.5 billion of AUM. SAlh&s historically been a manager of specialized,
focused funds where we believe that we have a ctitiwpeadvantage due to our investment management
expertise and that we are able to add value asa@upgo a benchmark or index. As a result, mostuof
mutual funds are charged a performance fee wherepéinformance of that fund exceeds a relevant
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benchmark or index. While we are broadening oudpeb offering, we will generally continue to only
add funds where we believe that we have specifieise and can add value.

In Canada, the majority of mutual funds are distigdl through various financial advisor/dealer cledgn
Most of the funds sold directly to investors ina@ua trailer fee which is an embedded cost for angoi
services provided by the financial advisor to theestor and is paid by the fund company (manufacfur
to the financial advisor/dealer (distributor). Aif the SAM-managed mutual funds have a trailer fee-
paying class for retail distribution through a ficél advisor/dealer channel.

SAM’s hedge funds compete with other alternativeestiment products both in Canada and globally.
Hedge funds are offered on a private placementsbagioffering memorandum and are available to
gualified/accredited investors in Canada, the LABd globally, as applicable. As at December 31,120
the global hedge fund industry had approximatelyrifiion of AUM.

SAM is one of the largest hedge fund managers ma@a In Canada our hedge funds have been sold
largely to accredited investors and other qualifiegestors through SPW or by other dealers. Offshor
our hedge funds are sold largely through instinglochannels such as fund-of-fund and similar
platforms. We believe that our hedge funds’ ma@eremic positioning and our longer term investment
track record has positioned us well to sell mor@wf hedge funds globally. We are looking to expand
our product line and our institutional sales caligitio increase our offshore assets.

SPW -The private client segment is expected to benedihfeconomic and demographic trends over the
next decade. SPW has primarily been a distributltannel for SAM-managed products. While that will
continue to be the case, SPW has more recentlylashatients to participate in private placement
transactions and in offerings of certain funds ngailaby SAM and companies managed by SC. SPW
plans to expand the number of advisors as welbasttoduce discretionary asset management services
and to work with SAM to develop products that wikklp SPW to garner a greater share of clients’
investable assets.

Sprott U.S. -The U.S. asset management industry — both brokaexeand asset managers — is highly
competitive but very fragmented. Both GRIL and SAM8A operate very specialized “niche” businesses.
GRIL provides brokerage services to clients focusedmall capitalization stocks in the natural tese
sector. SAM USA offers a managed account programnfeestors looking for a personalized wealth
management program focused on investments in hags@urces.

We believe that the specialized focus that both LG&id SAM USA offer to clients is a distinct
competitive advantage for both GRIL and SAM USA.tlBB@f these companies will be looking to
increase their client bases through expanded magkeind sales efforts across selected geographic
markets in the U.S.

Risk Management

We monitor, evaluate and manage the principal radsociated with the conduct of our business. These
risks include external market risks to which ait@stors are subject and internal risk resultingnfitbe
nature of our business. In SAM, at the investmeatipct level, we manage risk through the selection,
weighting and monitoring of individual investmem@sed on stated investment objectives and strategie
See also “Risk Factors - Risks Related to Our FurisSPW, we manage risk at the asset allocation
level, by focusing on mitigating risk through thgpaopriate selection and weighting of portfolio retsd

for each client to reflect their suitability angkitolerance.
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We have internal control policies related to ousibass conduct. They are intended to ensure coitform
with the rules and regulations of the Ontario Seiesr Commission and IIROC. The policies focus on
five areas: capital adequacy, insurance, segregaficlients’ securities, safeguarding of secusitind
cash, and pricing of securities. Each policy haefned control objective and applicable proceduoes
ensure adherence to sound business practicesgindthical standards.

Internally, we have established a number of pdiciéth respect to our employees’ personal trading.
Employees may not trade any of the securities beldeing considered for investment by any of our
Funds without prior approval. In addition, emplayemust receive prior approval of our Chief

Compliance Officer before they are permitted to louysell securities. Speculative trading is strgngl

discouraged. All of our employees must comply wita Corporation’s written policies and procedures
which establish strict rules for professional castdand management of conflicts of interest.

We believe that confidentiality is essential to uecess of our business, and we strive to confiste
maintain the highest standards of trust, integaitgd professionalism. Account information is keptiemn
strict control in compliance with all applicableMs, and physical, procedural, and electronic safetgu
are maintained in order to protect this informatfoom access by unauthorized parties. We keep the
affairs of our clients confidential and do not diise the identities of our clients (absent expEnt
consent to do so). If a prospective client requastsference, we will not furnish the name of aistang
client before receiving permission from that cliéatreveal their business relationship with us. See
Regulatory Matters - Privacy Policy”.

Regulatory Matters

SPW is registered as an investment dealer in @ntdritish Columbia, Alberta, Saskatchewan,
Manitoba, New Brunswick, Nova Scotia, and Newfoamdl and Labrador. SPW is also a member of
IIROC. SAM is registered with the securities regoitg authorities in the same provinces as a paatfol
manager, and an exempt market dealer and as astrimvet fund manager in Ontario.

We are subject to extensive regulation in CanadaaAmatter of public policy, regulatory bodies in
Canada are charged with safeguarding the integfitiie securities and other financial markets aittd w
protecting the interests of investors participatingthose markets. Our operations are subject ¢o th
securities legislation of eight Canadian provindés, Universal Market Integrity Rules, and the sule
regulations and by-laws of IIROC. The distributiohour Funds is also subject to regulations unber t
securities legislation of those jurisdictions whetg Funds are sold.

Securities brokerage, trading, advisory and investrbanking activities are conducted in GRIL, a.U.S
registered broker-dealer affiliate. The U.S. Seiesrand Exchange Commission (SEC), state seesiriti
regulators, and the Financial Industry Regulatomgh@rity (FINRA) regulate this broker-dealer afiilé.

SAM and Sprott USA are involved in the businessneestment management in the U.S. or to U.S.
persons. These activities require that SAM an®tBpSA be registered with the SEC as investment
advisers under the U.S. Investment Advisers Act30 (Advisers Act). The Advisers Act and related
rules regulate the registration and activities rofestment advisers. Certain activities of SAM dso a
subject to regulation by the U.S. Commodity Futufeading Commission and the National Futures
Association.

We are subject to regulations that cover all agpetthe securities business, including sales nastho
trading practices among investment dealers, usesaietteeping of funds and securities, capital 8ira¢

record-keeping, conflicts of interest and the canicaf directors, officers and employees. The vaiou
government agencies and self-regulatory organizatnaving jurisdiction over registrants are emp@aer
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to conduct administrative proceedings that canlresicensure, fine, the issuance of cease-andstesi
orders or the suspension or expulsion of a registaits directors, officers or employees. A régist is
subject to rules respecting the maintenance ofrmim regulatory capital. Compliance with regulatory
capital requirements can limit a registrant’s opers and also restrict its ability to withdraw @apfrom

its regulated affiliates, which in turn can lintis ability to repay debt or pay dividends on itarsis.

Since our ability to carry on our business is deleemh upon our continued registration under appleab
laws, we regularly review our policies, practicesl grocedures to ensure that they comply with ctirre
regulatory requirements and employees are routinplyated on all relevant legal requirements. In
addition, external legal advice is obtained, asiireqgl, to ensure that we are informed of new reguwa
requirements that may be applicable. All of ourisggtions are in good standing. We have retained
Penson Financial Services Canada In. (“Penson’guadnritten introducing/carrying broker agreement
to provide certain record-keeping and operatioealises in respect of our client accounts which may
include execution and settlement of securitiesstrations, custody of securities and cash balamees,
extension of credit on margin transactions. Thes fpayable to Penson as carrying broker are not
considered material for us or Penson.

There are certain regulatory restrictions on theership and holding of shares of investment dealeds
their parent companies. Notably, the direct or riecti ownership or holding of an interest in an
investment dealer by the public is subject to apgirby IIROC, other self-regulatory organizatioagck
exchanges and certain securities commissions. Fisk Factors” and “Capital Structure”.

Privacy Policy

We are also subject to Canadian federal and priadinmivacy laws regarding the collection, use,
disclosure and protection of client information.eTRersonal Information Protection and Electronic
Documents Act (“PIPEDA"), the federal privacy ldgison governing the private sector, requires that
organizations only use personal information forpwmses that a reasonable person would consider
appropriate in the circumstances and for the p@gpdsr which it is collected. Each of our Funds
complies with the applicable requirements of PIPE®DW all applicable provincial personal information
laws. We collect personal information directly frahe Fund investors or through their financial advi
and/or dealer in order to provide such investohwsirvices in connection with his or her investmanmt
meet legal and regulatory requirements and forathgr purposes to which such investor may consent.

We do not sell, lease, barter or otherwise dedl pétrsonal information collected by us with thiattpes.
We carefully safeguard all personal informationlextled and retained by us and, to that end, réstric
access to personal information to those employee®ther persons who need to know the informaton t
enable us to provide our services. Our employeegesponsible for ensuring the confidentiality bf a
personal information they may access. Annuallyheafcour employees is required to sign a code of
conduct, which contains policies on the protectbpersonal information.

Our Privacy Policy is provided to every prospectpgchaser of a Fund’'s securities and sets out our
commitment to the protection of the privacy of olients.

Anti-Money Laundering Laws

In order to comply with federal legislation aimedtlae prevention of money laundering, we sometimes
require additional information concerning a purehrad securities of any of our Funds. If, as a ltesu
any information or other matter which comes to #itention of any of our directors, officers or
employees, or our professional advisors, knows umpects that an investor is engaged in money
laundering, we are required to report such inforomabr other matter to the Financial Transactiond a
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Reports Analysis Centre of Canada and such repalitisot be treated as a breach of any restrictjmon
the disclosure of information imposed by law oravttise.

Risk Factors

An investment in the securities of the Corporatiowvolves a number of risks. In addition to the othe
information contained in this annual informatiomnfp you should carefully consider the risks desdib
below before making an investment decision. Ouimnass, financial condition, revenues and profiigbil
could be materially adversely affected by any afsth risks. The trading price of the Common Shares
could decline due to any of these risks, and yoy toae all or part of your investment. The risks
described below are not the only ones facing thgp@ation and holders of Common Shares. Additional
risks not currently known to us or that we curngerdeem immaterial may also impair our business
operations.

This annual information form contains forward-lowfistatements that involve risks and uncertainties.
Our actual results could differ materially from flecanticipated in these forward-looking statemasta
result of certain factors, including the risks faidey us described below and elsewhere in this dnnua
information form. See “Forward-Looking Statements.”

Risks Related to Our Business

Difficult market conditions can materially advengeadffect our business in many ways, including by
reducing the value or performance of the investserdde by our Funds, which could materially reduce
our revenue and cash flow and materially adveraéfigct our financial condition

The success of our business is highly dependent apnditions in the Canadian and global equity and
financial markets and economic conditions throughbe world that are outside our control and diffic

to predict. Factors such as interest rates, aviijalof credit, inflation rates, economic uncensy,
changes in laws (including laws relating to taxaltjdrade barriers, commodity prices, currency exgje
rates and controls, and national and internatipoétical circumstances (including wars, terrodsts or
security operations) can have a material negatigact on the value of our Funds’ portfolio invesiitse
which in turn would reduce our revenues and prbilits.

Unpredictable or unstable market conditions andeesks economic conditions may result in reduced
opportunities to find suitable risk-adjusted inveshts to deploy capital and make it more difficalexit
and realize value from our existing investmentsictvtcould materially adversely affect our ability t
raise new funds and sustain our profitability anagh.

Change(s) in the financial markets have led and oeytinue to lead to a decline in our Management
Fee, Performance Fee and Carried Interest reven&sr performance of our Funds and Limited

Partnerships would cause a decline in our AUM, raxe income and cash flow and could materially
adversely affect our ability to raise additionalpital in our Funds and Limited Partnerships and mak

dividend payments.

Our revenues are dependent upon our Management Wwheh are based on the market value of our
AUM, and our Performance Feasd Carried Interest, which are based on a combmaf the market
value of our AUM and the increase in value of oun#fs, Managed Accounts and Limited Partnerships
above pre-specified performance benchmarks or ésirdee “Description of the Business”.
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The market value of our AUM and our ability to aake returns above the pre-specified performance
hurdles are impacted by factors beyond our consuth as the policies and performance of busingsses
governments and the financial community. A declim¢he prices of the securities our Funds, Managed
Accounts and Limited Partnerships invest in codslit in lower Management Fees, Performance Fees
and Carried Interest as a result of one or mothefollowing:

» the value of our AUM may decrease;
* the returns realized on our AUM may decrease on &eenegative; and

e our clients may withdraw funds for any number afsens, including their perception that
Investments in other markets offer greater oppdttuhat are not served by us.

Furthermore, the Performance Fees we earn from Faurds, Managed Accounts and Managed
Companies are generally received only once pefghorperformance year and are generally determined
based on the difference between the net asset \aflumur Fund, Managed Account or Managed
Companies on the first day of its performance yaad on the last day of its performance year. In
addition, the Carried Interest we earn from our itéch Partnerships is generally received upon aertai
monetizing events in the Limited Partnership. @®arformance Fees and Carried Interest could be
significantly impacted by events or factors beyaomd control that affect the net asset value on ane
those days. For example, the markets generallydcswifer a significant decline in value on or ndee

last day of a performance year as a result of &ehar world event that could cause us to earn tawe

no Performance Fees for that performance year téeagprior overall increase in the net asset vafue
those Funds, Managed Accounts or Managed Companigsthe course of the year. Moreover, the
negative performance of individual investments Wwh&re significant for any of our Funds, Managed
Accounts, Managed Companies or Limited Partnersimigg significantly adversely impact the net asset
value of such Funds, Managed Accounts, Managed @niep and Limited Partnership and consequently
may significantly adversely impact on our Managetntezes, Performance Fees and Carried Interest for
the relevant period. In addition, we calculate ®arformance Fees for all of our Funds, Managed
Accounts and Managed Companies on December 31cbfyesar. Our Funds and Managed Companies
also have provisions whereby we will not earn Remmce Fees in respect of a Fund or Managed
Company for a particular year despite positive rmetufor such Fund or Managed Company in that year,
as may be applicable, if the Fund or Managed Compan greater losses in prior years or quarters, as
may be applicable. Therefore, if a Fund or Mana@ethpany experiences losses in a year, we will aot b
able to earn a Performance Fee from that Fund eralyled Company until its return exceeds any losses
carried forward. The Sprott Hedge Fund L.P. cami®glosses forward for one year whereas all therot
Funds have an indefinite loss carry forward.

In the event that any of our Funds, Managed Acxusianaged Companies or Limited Partnerships
were to perform poorly, our revenue, income andh ¢esv would decline because the value of our AUM
would decrease, which would result in a reductioMianagement Fees. Moreover, we could experience
losses in our proprietary investments as a resydbor investment performance by our Funds, Madage
Companies or Limited Partnerships. Poor performasic®ur Funds, Managed Accounts, Managed
Companies or Limited Partnerships would make itevdifficult for us to raise new capital. Investams

our Funds, Managed Accounts, Managed Companiesnauted Partnerships might decline to invest in
future Funds, Managed Accounts, Managed Companiesnited Partnerships we manage and investors
in our Funds, Managed Accounts, Managed Companiesinited Partnerships might redeem their
investments as a result of poor performance offaurds, Managed Accounts, Managed Companies or
Limited Partnerships in favour of investments whigte perceived to have a lower risk or greater
opportunity for returns. Investors and potentialeistors in our Funds, Managed Accounts, Managed
Companies or Limited Partnerships continually assesr Funds’, Managed Accounts’, Managed
Companies’ or Limited Partnerships’ performance] aar ability to raise capital for existing andute
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Funds, Managed Accounts, Managed Companies or&dgnitartnerships and avoid excessive redemption
levels will depend on our Funds’, Managed Accoyntdanaged Companies’ or Limited Partnerships’
continued satisfactory performance.

Change(s) in the investment management industig cesult in a decline in our revenues.

Our ability to generate revenues has been significainfluenced by the growth of assets under
management experienced by the investment managenaeistry and by our relative performance within
the investment management industry. The histogoath of the investment management industry may
not continue and adverse economic conditions ahdrdactors, including a protracted or precipitous
decline in the financial markets or a change in dloeeptance of fees typically charged by industry
participants, could affect the popularity of ourvéees or result in clients withdrawing from the nkets

or decreasing their level and/or rate of investmArdecline in the growth of the investment managem
industry or other changes to the industry thatalisage investors from using our services couldcaffe
our ability to attract clients or could lead to eetptions of our Funds, Managed Accounts, Managed
Companies or Limited Partnerships for reasons rtiet be unrelated to the performance of our Funds,
Managed Accounts, Managed Companies or LimitednBeships but would result in a decline in our
revenues.

Poor investment performance could lead to a losdiefts, lower AUM and a decline in our revenues.

We believe that our investment performance is dritbemost important factors explaining the histati
growth of our AUM. Poor investment performancedtiele to our competitors or otherwise) could impair
our revenues and growth as existing clients migtitdkaw funds in favour of better performing protkic
and we might not be able to attract funds fromtedgsand new clients. All of the foregoing coulduét

in lower AUM and could impact our ability to earnalagement Fees. In addition, our ability to earn
Performance Fees and Carried Interest is direelpted to our investment performance and therefore
poor investment performance may cause us to eamr IBerformance Fees and Carried Interest.

There is no assurance that we will be able to aehse maintain any particular level of AUM, whichagn
have a material negative impact on our ability tteaat and retain clients and on our Managemens,Fee
our potential Performance Fees and Carried Intenedtour overall profitability. Our Funds, Managed
Accounts, Managed Companies and Limited Partnesste@ipd to be more volatile than general market
indices as our investment team strives for excaptiperformance and returns rather than attempting
mirror or follow the market indices. This volatjlicombined with negative or poor performance could
combine to lead to a reduction in AUM and lower Mgement Fees, Performance Fees and Carried
Interest.

Fluctuations in Performance Fees and Carried Ingtrwill increase earnings volatility, which could
decrease the price of the Common Shares.

A material portion of our revenues has historicélen derived from Performance Fees and may in the
future be derived from Carried Interest. We aretledtto Performance Fees and Carried Interest nly
our performance exceeds pre-specified performancaids. If we do not exceed these hurdles, we will
not generate Performance Fees and Carried IntEneshat period. Moreover, any failure to meet or
exceed a performance hurdle is carried forwardfinidely until such time as such deficit is made. up
Performance Fees and Carried Interest will vargnfperiod to period in relation to, among other gsin
volatility in investment returns, causing our reues to be more volatile than if we did not managpets

on a Performance Fee and Carried Interest bases volatility in our revenues may decrease our share
price. In addition, all but one of our Funds, Mae@gAccounts, and Managed Companies have a
December 31 performance year end, at which timPeance Fees (other than crystallized Performance
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Fees) for that 12-month period are determined. Omited Partnerships have a Carried Interest is
generally received upon certain monetizing evemtthe Limited Partnership. Therefore, there may be
increased volatility in price of Common Shares ngrihe period leading up to the announcement of our
Performance Fees, Carried Interest and/or the mdicia by the Corporation’s Board of Directors ofya
special dividends.

Failure to continue to retain and attract qualifiestiaff could lead to a loss of key employees aiedtsl
and could lead to a decline in our revenues.

Our business is dependent on the highly skilled @ teh highly specialized individuals we employ.€Th
contribution of these individuals to our investmemnagement, client service, and sales and magketin
teams is important to attracting and retainingrte We devote considerable resources to recruiting
training and compensating these individuals. Howetree growth in total assets under management in
the investment management industry, the numbeewf firms entering the industry and the reliance on
performance results to sell financial products haceeased the demand for high-quality investmeudt a
client service professionals. Compensation packbgdbhese professionals have a tendency to ineratis

a rate well in excess of the rate of inflation ambve the rates observed in other industries. Vpeatx
that these costs will continue to represent a Bagmit portion of our expenses.

We have taken, and will continue to take, stepsntmurage our key employees to remain in our employ
including incentive programs such as the Corpon&i@mployee bonus pool, the Corporation’s stock
option plan, employee profit sharing plan and sguitentive plan (the “Plans”). We have also erdere
into employment agreements with certain key emmey&Vhile we have historically experienced limited
turnover in professional employees, there can bassarance that losses of key employees will natroc

in the future. There can be no assurance thattéps sve have taken to retain these individuals bell
sufficient in light of the increasing competitioarfexperienced professionals in the industry ot e

will be able to recruit a sufficient number of ne@mployees with the desired qualifications in a time
manner, if required. The Corporation’s employeeusopool and the Corporation’s Plans may not be
attractive to our key employees if we are not ablgenerate meaningful Performance Fees or Carried
Interest or the value of our Common Shares declindails to appreciate sufficiently to be a conifpet
source of a portion of professional compensatiamtiiermore, there can be no assurances that our key
employees will not leave to pursue other opportesitincluding those with our competitors. Not &l

our investment professionals have employment ageatsmor are subject to non-competition or non-
solicitation restrictions. The failure to retainykemployees and to recruit new employees could fead
loss of clients and a decline in our revenues.

Competitive pressures could reduce our revenues.

The investment management industry is highly coitipet Some of our competitors have, and potential
future competitors could have, substantially gnetgehnical, financial, marketing, distribution aotther
resources than we do. There can be no assurariceelvll be able to achieve or maintain any parac
level of AUM, AUA or revenues in this competitivengronment. Competition could have a material
adverse effect on our profitability and there canrim assurance that we will be able to compete
effectively. In addition, our ability to maintainuo Management Fee, Performance Fee and Carried
Interest structure (which is generally among thghéi of the fees charged by our competitors) is
dependent on our ability to provide clients witloghucts and services that are competitive. Mutuadl fu
investors have recently become more price and vedmscious for a variety of reasons, including the
current state of the capital markets, low intenedes and reduced investment return expectations,
increased regulatory and media focus on mutual feed, inconsistent investment performance and the
availability of lower cost investment products. Tdne€an be no assurance that we will not come under
competitive pressures to lower the fees we chargeat we will be able to retain our fee structore
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with such fee structure, retain our clients in fim@ire. A significant reduction in our Managemeeges,
Performance Fees or Carried Interest would havadsarse effect on our revenues.

A failure in our ability to manage risks in our Fisy Managed Accounts ,Managed Companies or
Limited Partnerships could materially adverselyeaffour business, financial condition or profitatyil

We use our best efforts to monitor, evaluate andage the principal risks associated with the condtic
our business. These risks include external maisles to which all investors are subject and interis&s
resulting from the nature of our business. SeeK'Rianagement”. Some of our methods of managing
risk are based upon the use of observed histaneaket behaviour. As a result, these methods may no
predict future risk exposures, which may be sigatfitly greater than the historical measures indétat
Other risk management methods depend upon evaluafianformation regarding markets, clients or
other matters that is publicly available or otheevaccessible by us. This information may not in al
cases be accurate, complete, up-to-date or propsdiuated. Management of operational, legal and
regulatory risk requires, among other things, pedi@and procedures to record properly and verlirge
number of transactions and events, and these @oli&id procedures may not be fully effective. Aufai

in our ability to manage risks in our Funds, Marmhgkccounts, Managed Companies or Limited
Partnershipsould materially adversely affect our businessriitial condition or profitability.

Rapid growth in our Assets Under Management codiceesely affect our investment performance.

An important component of investment performancethe availability of appropriate investment
opportunities for new client assets. If we areatae to find sufficient investments for new cli@stsets in

a timely manner, our investment performance coeldnaterially adversely affected. Alternativelywié

do not have sufficient investment opportunitiesrfew client assets, we may elect to limit our groamd
reduce the rate at which we receive new clienttass#storically, depending on, among other fagtors
prevailing market conditions, we have taken opputies to invest in smaller market capitalization
companies and other more thinly traded securitieshich relatively smaller investments are typigall
made. If our AUM increases rapidly, we may not bkedo exploit the investment opportunities thatéha
historically been available to us or find suffidienvestment opportunities for producing the absolu
returns we target. If we are not able to identifijffisient appropriate investment opportunities faaw
client assets, our investment performance and egisin to continue to grow may be materially
adversely affected.

Rapid growth may also be difficult to sustain analyrplace significant demands on our administrative,
operational and financial resources.

Our growth to date has caused, and if it continudiscontinue to cause, significant demands on our
legal, accounting and operational infrastructuned ancreased expenses. The complexity of these
demands, and the expense required to address iharfiynction not simply of the amount by which our

AUM grows, but of significant differences in thevesting strategies of our different Funds, Managed
Accounts Managed Companies and Limited Partnersimpaddition, we are required to continuously

develop our systems and infrastructure in respdosihe increasing sophistication of the investment
management market and legal, accounting and reguldévelopments.

Our future growth will depend, among other things,our ability to maintain an operating platforndan
management systems sufficient to address our gramdtwill require us to incur additional expensed a
to commit additional senior management and oparaltitesources. As a result, we face challenge)in:
maintaining adequate financial and business cant(o) implementing new or updated information and
financial systems and procedures; and (iii) trajnimanaging and appropriately sizing our work force
and other components of our business on a timalycast-effective basis.
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There can be no assurance that we will be ableattage our expanding operations effectively or wet
will be able to continue to grow, and any failucedo so could adversely affect our ability to geter
revenue and control our expenses.

We may not successfully integrate acquired companieading to higher costs and operational
inefficiencies.

As part of our business strategy, we may make aitiuis of assets of businesses related to, or
complementary to, our current operations. Any agitjans will be accompanied by certain risks,
including exposure to unknown liabilities of acqdrcompanies, higher than anticipated acquisitassc
and expenses, increased investments in managemeénbperational personnel, financial management
systems and facilities, the difficulty and expemdentegrating operations and personnel of acquired
companies, disruption of ongoing business, divareibmanagement’s time and attention and possible
dilution to shareholders. We may not be able tocessfully address these risks and other problems
associated with acquisitions, which could advers#figct business.

Our business is subject to risks relating to regpdg compliance relating to investment advisors,
investment dealers and the securities businessaéne

Our ability to carry on our business is dependgrdnuour compliance with and continued registration
under securities legislation in the jurisdictionswhich we carry on business. See “Risk Management
Regulatory Matters”. The securities business igemitio extensive regulation under securities laws
Canada, the United States and elsewhere. Complwitbemany of the regulations applicable to us
involves a number of risks, particularly in areakevwe applicable regulations may be subject to
interpretation. In the event of non-compliance watfh applicable regulation, securities regulatord an
IIROC and FINRA may institute administrative or jcidl proceedings that may result in censure, fine,
civil penalties, issuance of cease-and-desist syddgregistration or suspension of the non-complian
investment dealer or investment adviser, susperwiaiisqualification of the investment dealer’sicdfs

or employees, or other adverse consequences. Tgasition of any such penalties or orders on usctoul
have a material adverse effect on our operatingteeand financial condition.

The rapidly changing securities regulatory envirenimand the rise of investment management industry
standards for operational efficiencies, as well campetitive pressures for the implementation of
innovative products and services may require amlthili human resources. The implementation of
additional reporting obligations and other procedufor investment funds may require additional
expenditures. Any change in the securities regojdtamework or failure to comply with any of these
laws, rules or regulations could have an adverectebn our business. Failure to comply with these
regulations could result in fines, temporary ompanent prohibitions on our activities or the aditbd of
some of our personnel or reputational harm, whiohldt materially adversely affect our business,
financial condition or profitability.

The current environment of increased scrutiny megsonably be expected to lead to increasingly
stringent interpretation and enforcement of exgstiemws and rules. Once again, we may be materially
adversely affected by changes in the interpretairoenforcement of existing laws and rules by s&esr
regulatory authorities in Canada and the UniteteSta

In recent years, there has been debate about Hesvauregulations to be applicable to hedge furds
other alternative investment products. We may beerizdly adversely affected if new or revised
legislation or regulations are enacted, or by ckang the interpretation or enforcement of existinigs
and regulations imposed by the Ontario Securitiesn@ission or the U.S. Securities and Exchange
Commission or other Canadian, U.S. or foreign gowwmtal regulatory authorities or self-regulatory
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organizations that supervise the financial mark8teeh changes could place limitations on the type o
investor that can invest in our Funds, Managed Ant®Managed Companies and Limited Partnerships
or on the conditions under which such investors magst. Further, such changes may limit the sadpe
investing activities that may be undertaken byraliftve asset managers. Any such changes could
increase our costs of doing business or mate@alyersely affect our profitability.

Additional regulation, changes in existing laws aulgs, or changes in interpretations or enforcerén
existing laws and rules often affect directly thethod of operation and profitability of securiti@sns.

We cannot predict what effect any such changes tnighe on our business. Furthermore, our business
may be materially affected not only by regulatiapplicable to us as a financial market intermediby

also by regulations of general application. Fomepd®, returns on our investments in a given timeople
could be affected by, among other things, exiséind proposed tax legislation, competition policg an
other governmental regulations and policies, indgdhe interest rate policies of the Bank of Canad
the Federal Reserve or other global central banischanges in interpretation or enforcement oftexjs
laws and rules that affect the business and fimhrmdmmunities or industry-specific legislation or
regulations.

Failure to comply with government regulations coubbsult in fines or temporary or permanent
prohibitions on our activities, which could matdlsiaadversely affect our business, financial coioditor
profitability.

Fulfilling our public company financial reportingna other regulatory obligations is expensive amaeti
consuming.

As a public entity, the Corporation is subject te treporting requirements and related rules and
regulations of the Canadian Securities Administstcas well as the rules of the TSX. These
requirements may place a strain on our systemsresulirces. The Securities Act (Ontario) and other
applicable securities legislation require that@weporation file annual, quarterly and current mepavith
respect to its business and financial condition eperations and require that the Corporation mainta
effective disclosure controls and procedures amernal control over financial reporting. In order t
maintain and improve the effectiveness of our dsate controls and procedures, significant ressurce
and management oversight are required. The Corporhas implemented procedures and processes for
the purpose of addressing the standards and rewgnits applicable to public companies. In addition,
sustaining our growth will also require us to cormatlditional management, operational and financial
resources to identify new professionals to join &§tn and to maintain appropriate operational and
financial systems to adequately support expandibese activities may divert management’s attention
from other business concerns, which could have tenah adverse effect on our business, financial
condition, results of operations and cash flows.

The historical financial information included inglCorporation’s financial statements is not necelsa
indicative of our future performance.

The historical consolidated financial informatioluded in the Corporation’s financial statemestaat
necessarily indicative of our future financial rksuThe historical growth rates in our revenuet Ne
Income and AUM is not necessarily indicative ofufat growth rates. The historical returns of ourdajn
Managed Accounts, Managed Companies and Limiteth@&ahips should not be considered indicative of
the future results that should be expected frorh sumds, Managed Accounts, Managed Companies and
Limited Partnerships or from any future Funds, Mpth Accounts, Managed Companies and Limited
Partnerships we may manage. Our Funds’, Manageduhts’, Managed Companies’ and Limited
Partnerships returns have benefited from investmpportunities and general market conditions tha m
not repeat themselves, and there can be no assutaticour current or future Funds, Managed Accunt
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Managed Companies and Limited Partnerships wilalble to avail themselves of profitable investment
opportunities. The rates of return reflect ourdmstl cost structure, which may vary in the futdres to
factors beyond our control, including changes in.lln addition, future returns will be affected the
applicable risks described elsewhere in this animfafmation form, including risks of the indussiand
businesses in which a particular Fund, Managed éazavlanaged Company or Limited Partnerships
invests.

Failure to execute our succession plan could lead toss of clients and employees and a declirmiin
revenues.

Eric Sprott is the founder of the Corporation ahd Chief Executive Officer and Chief Investment
Officer of SAM. Some of our clients have investedwus because of the personal reputation of Mr.
Sprott who is committed to continuing to have ativagortfolio management role at the Corporatién.
the same time, we believe Mr. Sprott has creatstloag team at SAM. However, if Mr. Sprott retires,
suffers from a long-term disability or dies, we magt be able to retain some of our existing clieotts
employees, which could lead to a decline in ouenewes.

Rick Rule is the founder of GRIL, SAM USA and RC&@d the Chief Executive Officer of Sprott U.S.
Some of our clients have invested with us becadsthe personal reputation of Mr. Rule who is
committed to continuing to have an active portfali@nagement and leadership role at Sprott U.S.
Holdings. At the same time, we believe Mr. Rule kasated a strong team at Sprott U.S. Holdings.
However, if Mr. Rule retires, suffers from a loreg+n disability or dies, we may not be able to retai
some of our existing clients or employees, whichlddead to a decline in our revenues.

Our failure to deal appropriately with conflicts ofterest could damage our reputation and mateyiall
adversely affect our business.

As we have expanded the scope of our businessnaveaisingly confront potential conflicts of interes
relating to our Funds’, Managed Accounts’, Mana@eanpanies’ and Limited Partnerships’ investment
activities. Certain of our Funds, Managed Accoultanaged Companies and Limited Partnerships have
overlapping investment objectives and potential flaia may arise with respect to our decisions
regarding how to allocate investment opportuniaesong those Funds, Managed Accounts, Managed
Companies and Limited Partnerships. Pursuant tdasuallocation policy, if an investment opporttyni

is suitable for more than one Fund, Managed AccoMiainaged Company or Limited Partnership, we
will allocate such investment opportunities equitam order to ensure that our Funds, Managed
Accounts, Managed Companies and Limited Partnesshgve equal access to the same quality and
quantity of investment opportunities. We considieséek to negotiate the best possible price thraug
broker, and when allocating block trades, allocetiare made on a pro rata basis, with consideration
given to the objective, strategy, restriction, fmid composition and cash availability of each &un
Managed Account, Managed Company and Limited Pesftie Therefore a Fund, Managed Account,
Managed Company or Limited Partnership may not ble @ participate fully in an investment
opportunity, which may have a negative impact siinvestment strategy.

It is possible that actual, potential or perceiwehflicts could give rise to investor dissatisfantior
litigation or regulatory enforcement actions. Apmiately dealing with conflicts of interest is colep
and difficult and our reputation could be damadeds fail, or appear to fail, to deal appropriatealith
one or more potential or actual conflicts of ingtreRegulatory scrutiny of, or litigation in contiea
with, conflicts of interest would have a materidivarse effect on our reputation which would mathria
adversely affect our business in a number of wigigduding as a result of redemptions by our investo
from our Funds, an inability to raise additionahdis and a reluctance of counterparties to do bssine
with us.
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We are subject to litigation risk which could resial significant liabilities and reputational harmehich
could materially adversely affect our results oémgiions, financial condition and liquidity.

In general, we will be exposed to risk of litigatidy our clients if our management of any Fund,
Managed Account, Managed Company or Limited Pastripris alleged to constitute gross negligence or
wilful misconduct. Clients could sue us to recoeenounts lost by our Funds, Managed Accounts,
Managed Companies or Limited Partnerships due t@keged gross negligence or misconduct, up to the
entire amount of loss. Further, we may be subjtitigation arising from client dissatisfactiontithe
performance of our Funds, Managed Accounts, Man&gmapanies or Limited Partnerships or from
allegations that we improperly exercised controlirdffuence over companies in which our Funds,
Managed Accounts, Managed Companies or LimitednBeships have large investments. We may also
be exposed to risks of litigation or investigatimiating to transactions which presented conflmfts
interest that were not properly addressed. In sitions we would be obligated to bear legal, setiat

and other costs (which may be in excess of availaidurance coverage). In addition, although we are
indemnified by the Funds, Managed Accounts, Mana@ethpanies and Limited Partnerships we
manage, our rights to indemnification may be clmgjézl. If we are required to incur all or a portafrihe
costs arising out of litigation or investigatiors a result of inadequate insurance proceeds arrdaib
obtain indemnification from our Funds, Managed Acus, Managed Companies or Limited
Partnerships, our results of operations, financaaldition and liquidity would be materially advesse
affected.

We are exposed to the risk of litigation if our BanManaged Account, Managed Companies or Limited
Partnerships suffer catastrophic losses due tdaihege of a particular investment strategy or doehe
trading activity of an employee who has violatedkeirules and regulations. Any litigation arisiimgy
such circumstances is likely to be protracted, egpe and surrounded by circumstances which are
materially damaging to our reputation and our berssn

Employee errors or misconduct could result in regmly sanctions or reputational harm, which could
materially adversely affect our business, financmahdition or profitability.

There have been a number of highly publicized casesving fraud or other misconduct by employees
in the financial services industry in recent yeams, notwithstanding the extensive measures wettake
deter and prevent such activity, we run the riskt #mployee misconduct could occur. Misconduct by
employees could include binding us to transactibas exceed authorized limits or present unaccéptab
risks, or concealing from us unauthorized or unessful activities, which, in either case, may resul
unknown and unmanaged risks or losses. Employeeonusict could also involve the improper use of
confidential information, which could result in rdgtory sanctions and serious reputational harmavée
also susceptible to loss as a result of employeer.elt is not always possible to deter employee
misconduct or prevent employee error and the ptesauiwe take to prevent and detect this activiym
not be effective in all cases, which could materiabversely affect our business, financial conditor
profitability.

Failure to implement effective information secunitylicies, procedures and capabilities could digrup
operations and cause financial losses that couldenwly adversely affect our business, financial
condition or profitability.

We are dependent on the effectiveness of our irdtiom security policies, procedures and capahilitie
protect our computer and telecommunications systemd the data that resides on or is transmitted
through them. An externally caused information sé&guncident, such as a hacker attack or a virus o
worm, or an internally caused issue, such as failar control access to sensitive systems, could
materially interrupt our business operations or seaulisclosure or modification of sensitive or

46



confidential information and could result in ma#ériinancial loss, regulatory actions, breach aérd
contracts, reputational harm or legal liability, iefy in turn, could materially adversely affect our
business, financial condition or profitability.

Failure to develop effective business resilien@nglcould disrupt operations and cause financiabts,
which could materially adversely affect our busgdmancial condition or profitability.

We are dependent on the availability of our persgrour office facilities and the proper functiogiof

our computer and telecommunications systems. We lraplemented a business continuity program,
which we review and update annually. Business naityi during a disaster recovery period is a high
priority for us. Our policy is to ensure our contEd ability to serve clients and protect their essad
account information, in addition to the people asdets of the Corporation and its subsidiary coisgan
Our business continuity program has been develdpegrovide reasonable assurance of business
continuity in the event that there are disruptiohaormal operations at our office premises. Relgag] a
disaster could materially interrupt our businessrafions and if our disaster recovery plans proveea
ineffective, it could cause material financial loésss of human capital, reputational harm or legal
liability, which, in turn, could materially advetgeaffect our business, financial condition or [ability.

Our organizational documents do not limit our afyilio enter into new lines of business, and we may
enter into new businesses, make future strategiesiments or acquisitions or enter into joint vees,
each of which may result in additional risks andemainties in our business.

We intend, to the extent that market conditionsrarm grow our business by increasing AUM and
creating new investment products and businesserdingly, we may pursue growth through strategic
investments, acquisitions or joint ventures, whitdty include entering into new lines of businesstiie
extent we make strategic investments or acquisitmmenter into a new line of business, we willefac
numerous risks and uncertainties, including rigsoaiated with (i) the required investment of cp@nd
other resources, (ii) the possibility that we hamsufficient expertise to engage in such activities
profitably or without incurring inappropriate amdsrof risk, (i) combining or integrating operatial
and management systems and controls and (iv) lbssvestors in our Funds, Managed Accounts,
Managed Companies or Limited Partnership or otlirectclients due to the perception that we are no
longer focusing on our core business lines. Emity certain lines of business may subject us to lagws
and regulations with which we are not familiar frmm which we are currently exempt, and may lead to
increased litigation and regulatory risk. If a nleusiness generates insufficient returns or if veeuarable

to efficiently manage our expanded operations, regults of operations will be materially adversely
affected.

The acquisition of more than 10% of voting sharfethe Corporation requires regulatory approval

We may not, without the approval of IIROC, permitiavestor, alone or together with its associates a
affiliates, to own voting securities carrying 10%noore of the votes carried by all voting secusitiie the
Corporation, 10% or more of the outstanding pgréitng securities of the Corporation, or an inteoés
10% or more in the total equity of the Corporatiéws. a result of these restrictions, the market for
significant blocks of shares may be limited.

We may not be able to obtain sufficient insurarmeecage on favourable economic terms.
We have various types of insurance, including gineommercial liability insurance and financial
institution bonds. The adequacy of insurance c@eelia evaluated on an ongoing basis, including the

cost relative to the benefits. However, there camd assurance that claims will not exceed thediwif
available insurance coverage or that any claimlaims will be ultimately satisfied by an insurer. A
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judgment against us in excess of available ins@racin respect of which insurance is not available
could have a material adverse effect on our busjrfggncial condition or profitability. There cte no
assurance that we will be able to obtain insuraoserage on favourable economic terms in the future

We are subject to foreign exchange risk relatintherelative value of the U.S. dollar.

Some of our expenses and revenues are denominate8.i dollars. As a result, we are subject toifpre
exchange risks relating to the relative value & thS. dollar as compared to the Canadian dollar. A
decline in the U.S. dollar would result in a desgem the real value of our revenues and advensglgict

our financial performance.

Risks Related to Our Funds, Managed Accounts amitéd Partnerships (collectively “Funds”)

Our results of operations are dependent on theoymeaince of our Funds. Poor Fund performance will
result in reduced Management Fee, Performanceriee€arried Interest revenues and reduced returns on
our proprietary investments in our Funds. Poorgraréince of our Funds will make it difficult for ts
retain or attract investors to our Funds and grawhwsiness. The performance of each Fund we manage
is subject to some or all of the following risks:

(a) external market and economic conditions beyond aantrol such as interest rates,
availability of credit, inflation rates, economiacertainty, changes in laws, and national
and international political circumstances, havestiect on the performance and net asset
value of our Funds;

(b) fluctuation in the frequency and size of redemgioauld have an impact on the value of
our Funds including substantial redemptions of synithich could require Funds to
liquidate positions more rapidly than otherwiseiiddse in order to raise the necessary
cash to fund redemptions and achieve a marketiposippropriately reflecting a smaller
asset base. A significant amount of redemptionsncaterially adversely affect a Fund,
which in turn will affect the Management Fees, Berfance Fees and Carried Interest
payable to us;

(c) certain of our Funds have a limited operating njstand historical performance of our
Funds may not be indicative of future performantew Funds or return on investment
in our Common Shares;

(d) our Funds’ investment strategies and portfoliossalgect to changes over time;

(e) the investments of some of our Funds are focusedapity or exclusively on small
capitalization companies, which tend to be lesblstand potentially less able to
withstand market fluctuations;

() the inability of a Fund to pay the expenses of daes or series of units may result in an
increase in the expenses of the other classegies s such Fund, the effect of which
could be to lower the investment returns of theeoitlass(es) or series that have been
affected, even though the value of the investmehtise Fund may have increased,;

(9) our Funds may experience difficulty in selling dweilliquidity of the securities they
have invested in;
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(h)

(i)

()

(k)

()

(m)

(n)

(0)

(P)

(@)

there is uncertainty as to whether certain of aumds will qualify as mutual fund trusts
and this may result in certain adverse tax consempseto the Fund if certain investment
strategies are employed;

there are various expenses incurred by our Fuods fiime to time regardless of whether
our Funds realize profits and such expenses os tog8y negatively impact the net asset
value of a Fund, which in turn will affect the Mayjgsment Fees, Performance Fees and
Carried Interest payable to us;

our Funds may be subject to losses due to inderatidn obligations for which they are
not insured;

the success of our Funds depends on our abililyaisage the investments and assets of
our Funds. There is no guarantee that our strategié be successful, or that we will
continue to be able to rely on the key personnetiegend on in this role;

there is no guarantee that foreign jurisdictiondl vdcognize the limited liability of
limited partners or unitholders of our Funds;

the valuation of our Funds’ investments is subjectincertainty. Our Funds may hold

investments which by their nature may be difficait value accurately, such as
investments in private companies. Independentngidanformation may not always be

available in relation to certain of the Funds’ g@@s and other investments. While the
Funds are audited by independent auditors in dodassess whether the Funds’ financial
statements are fairly stated in accordance witha@iam generally accepted accounting
principles, valuation of some of the managed Fursdgurities and other investments
may involve uncertainties and judgment determimatiand, if such valuations should
prove to be incorrect, the NAV of a Fund could bestated. The Corporation may incur
substantial costs in rectifying pricing errors alisby the misstatement of such
investment values;

some of our Funds invest in commodities, the prafeshich are subject to fluctuation
and potential declines in value;

our Funds are exposed to currency risk and forgigestment risk when they invest in
securities that are denominated in foreign cureshand/or in securities of foreign
issuers;

to the extent any of our Funds invest in bondsfepred shares and money market
securities, they will be affected by changes ingbeeral level of interest rates;

our Funds are subject to numerous legal and regyledgimes and as a result, our Funds
are at risk of lawsuits and changes in laws andlatigns governing the affairs of our
Funds;

some of our Funds (in particular, our mutual funog)y engage in securities lending,

which involves risk of potential loss if the othgarty to such lending transactions is
unable to fulfil its obligations;
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(s) some of the special investment techniques that &g mse with respect to our Funds’
investments include short sales, leveraging, hegrlgising derivatives or options, and
concentration of investment holdings, all of whagle subject to their own inherent risks;

® the due diligence process that we undertake inexdion with investments by our Funds
may not reveal all facts that may be relevant imneztion with an investment;

() our Funds make investments in companies that weoticontrol so those investments
will be subject to the risk that the company in evhthe investment is made may make
business, financial or management decisions witiclwlve do not agree or that the
majority stakeholders or the management of the emppnay take risks or otherwise act
in a manner that does not serve our interests;

(v) if our risk management systems are ineffective, may be exposed to material
unanticipated losses; and

(w) administrative services provided by the Corporatiepend in some cases on software
and services provided by third parties. The loshe$e suppliers' products or services, or
problems or errors related to such products coaletan adverse effect on the ability of
the Corporation to provide these administrativeises to the Funds. Significant changes
to the pricing arrangements with such third partiesld also have an adverse effect on
the Funds’ operating results. There can be no asserthat the systems of key third
party service providers will operate without intgxtion or that those providers will be
able to prevent extended service interruptionshan dvent of a systems failure, natural
disaster or utility outage. Systems failures tlaitse interruptions in the operations of the
Funds could have a material adverse effect on gipdCation’s operating results.

Risks Related to Our Managed Companies
Performance of our Managed Companies

Our results of operations are dependent on theomeaince of our Managed Companies. Poor
performance will result in reduced Management Fek Rerformance Fee revenues and reduced returns
on our proprietary investments in our Managed Coarigsa Poor performance of our Managed
Companies will make it difficult for us to retaim attract investors to our Managed Companies aaa gr
our business. The performance of each Managed Gompea manage is subject to some or all of the
following risks:

(@) external market and economic conditions beyond aamtrol such as interest rates,
availability of credit, inflation rates, economiacertainty, changes in laws, and national
and international political circumstances;

(b) certain of our Managed Companies have a limitedraijpey history, and historical
performance of our Managed Companies may not beatide of future performance of
our Managed Companies’ share price or return oastment in our Common Shares;

(© the success of our Managed Companies depends orahility to manage their
operations, investments and assets. There is nmmea that our strategies will be
successful, or that we will continue to be abledly on the key personnel we depend on
in this role;
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(d) some of our Managed Companies invest in commoditiesprices of which are subject
to fluctuation and potential declines in value; and

(e) some of our Managed Companies are exposed to cyrrék and foreign investment
risk when they invest in securities that are demaeid in foreign currencies and/or in
securities of foreign issuers.

Management Services Agreements

Our Managed Companies may terminate our manageseevites agreements and our ability to manage
the partnerships or limited partnerships of our ktged Companies. The termination may occur with
prior written notice and in certain cases wouldude a termination fee. A termination by any of the

Managed Companies would result in decreased MarefeRees and Performance fees and therefore
would have a material adverse effect on our busirfesancial condition or profitability.

Lack of Diversification

SC currently manages three companies, Sprott Res@orp., Sprott Resource Lending Corp. and Sprott
Power Corp. The performance of the Corporation @due adversely affected by the unfavourable
performance of one company. As well, the Managedn@@mies’ investments and projects are
concentrated in the natural resource sector. Assalt; the Managed Companies’ performance will be
disproportionately subject to adverse developmientsis particular sector.

Risks Related to Our Organization, Structure and Conmon Shares
Control by a controlling shareholder of the Comn&irares may give rise to conflicts of interests.

Eric Sprott exercises control or direction over@8b.of the issued and outstanding Common Shares.
Accordingly, Mr. Sprott will have the ability to edt all of the members of the Board of Directord an
thereby control the management and affairs of thg@ation. In addition, he will be able to detemmi

the outcome of all matters requiring sharehold@reyal and will be able to cause or prevent a chafg
control of the Corporation or a change in the cositian of the Board of Directors, and could predud
any unsolicited acquisition of the Corporation. Tdeatrol of voting power by Mr. Sprott could degiv
holders of Common Shares of an opportunity to kecaipremium for their Common Shares as part of a
sale of the Corporation, and might ultimately afffds@ market price of the Common Shares.

The market price of the Common Shares may fluctuiakely and rapidly.

The market price of the Common Shares could fluetigagnificantly as a result of many factors,
including the following: (i) economic and stock rker conditions generally and specifically as thegym
impact participants in the investment managemaesustry; (ii) our earnings and results of operatiand
other developments affecting our business; (iigsaf additional Common Shares into the markethlay
Management Shareholders, other employees of thpo@iron; (iv) changes in financial estimates and
recommendations by securities analysts following @ommon Shares; (v) earnings and other
announcements by, and changes in market evaluatibnzarticipants in the investment management
industry; (vi) changes in business or regulatorydittons affecting participants in the investment
management industry; and (vii) trading volume & @ommon Shares.

In addition, the financial markets have experiensgphificant price and volume fluctuations that dav
particularly affected the market prices of equigcwities of companies and that have often been
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unrelated to the operating performance of such emmes. Accordingly, the market price of the Common
Shares may decline even if our operating resulgg@spects have not changed.

Potential future sales of Common Shares by the Mement Shareholders could adversely affect
prevailing market prices for the Common Shares.

Subject to compliance with applicable securitiessslaand the applicable escrow restrictions, the
Management Shareholders may sell some or all of ®emmon Shares in the future. See “Escrow
Arrangements”. No prediction can be made as tceffext, if any, such future sales of Common Shares
will have on the market price of the Common Shamewvailing from time to time. However, the future
sale of a substantial number of Common Shares déyidmagement Shareholders, or the perception that
such sales could occur, could adversely affectgiliag market prices for the Common Shares.

DIVIDENDS

All dividends are subject to declaration by the i@wation’s Board of Directors. Whether to declang a
dividends and the amount of any such dividendsdatermined by the Board of Directors, in its sole
discretion, after considering general business itiond, the Corporation’s financial results, indlugl the
level of Performance Fees paid to the Corporatamal, other factors it determines to be relevanhat t
time. The Corporation’s dividend policy currentlyopides that the Board of Directors will declarada
the Corporation will pay, quarterly dividends ot @ommon Shares in the amount of $0.03 per Common
Share. In addition, the Corporation expects thatBlbard of Directors will annually declare a spkcia
dividend on each of its Common Shares followingeigicof Performance Fees, if any. The amount and
timing of such special dividend, if any, will betdemined by the Board of Directors in its sole cé$ion.

All dividends are subject to declaration by the Baf Directors who will consider, among other tgn

the Corporation’s risk adjusted capital and workaagpital requirements. There is no certainty that a
such dividends will be declared or paid. Any dividepolicy established by the Board of Directors ban
changed at any time and such policy is not bindimghe Corporation.

On June 1, 2011, the Board of Directors declarecelagible dividend in the amount of $0.03 per
Common Share for the quarter ended March 31, 3fdyigble on June 27, 2011 to shareholders of record
at the close of business on June 10, 2011.

On August 9, 2011, the Board of Directors declamadeligible dividend in the amount of $0.03 per
Common Share for the quarter ended June 30, 2G@lhbfe on September 2, 2011 to shareholders of
record at the close of business on August 18, 2011.

On November 8, 2011, the Board of Directors dedlane eligible dividend in the amount of $0.03 per
Common Share for the quarter ended September 3Q, pdyable on December 2, 2011 to shareholders
of record at the close of business on NovembePQX].

On March 27, 2012, the Board of Directors declamedeligible dividend in the amount of $0.03 per
Common Share for the quarter ended December 31, 2@l/able on April 20, 2012 to shareholders of
record at the close of business on April 5, 2012.

No special dividend was declared in relation tdéterance Fees earned in 2011.
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CAPITAL STRUCTURE

The authorized share capital of the Corporationssi of an unlimited number of common shares,
issuable in series, of which 169,645,000 Commoné3hare issued and outstanding as of the datefhereo

Common Shares

Each Common Share entitles the holder thereofdeive notice of any meetings of shareholders of the
Corporation, to attend and to cast one vote perr@@mShare at all such meetings. Holders of Common
Shares do not have cumulative voting rights witkpeet to the election of directors and, accordingly
holders of a majority of the Common Shares of tlwpGration entitled to vote in any election of
directors may elect all directors standing for #tet Holders of Common Shares are entitled toivece
on a pro-rata basis such dividends, if any, asvameh declared by the Board of Directors at itsreison
from funds legally available therefore and upon tiggiidation, dissolution or winding up of the
Corporation are entitled to receive on a pro rasidthe net assets of the Corporation after patyofen
debts and other liabilities, in each case subjecthe rights, privileges, restrictions and condisio
attaching to any other series or class of shardgng senior in priority to or on a pro rata basith the
holders of Common Shares with respect to dividesrdsquidation. The Common Shares do not carry
any pre-emptive, subscription, redemption or cosieer rights, nor do they contain any sinking or
purchase fund provisions. See also “Dividends”.

Restriction on Share Ownership

We may not, without regulatory approval, permitiavestor, alone or together with its associates and
affiliates, to own voting securities carrying 10%roore of the votes carried by all voting secusitie
SAM, SPW or the Corporation, 10% or more of thestariding participating securities of SAM, SPW or
the Corporation, or an interest of 10% or morehmtotal equity of the Corporation.

MARKET FOR SECURITIES

On May 15, 2008, the Common Shares were listedpasted for trading on the TSX under the stock
symbol “SII”. The price ranges and volume tradethef Common Shares on the TSX for each applicable
month of the most recently completed financial yararset out below:

Month High Low Monthly volume
$ $ # of shareg

January-11 9.65 7.86 3,020,491
February-11 9.25 8.10 1,036,053
March-11 9.96 8.02 3,422,647
April-11 9.41 8.90 1,700,070
May-11 9.37 8.11 2,089,198
June-11 9.07 7.21 3,240,892
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Month High Low Monthly volume
July-11 9.26 7.41 1,499,467
August-11 9.31 7.86 2,246,602
September-11 8.66 6.29 2,073,295
October-11 7.47 5.75 1,645,953
November-11 7.87 6.41 1,245,318
December-11 7.48 5.00 2,380,364

On February 4, 2011, we completed the acquisitibrthe Global Companies for which we issued
19,467,500 Common Shares (the “Sale Shares”) t&the Family Trust at a deemed price of $8.67 per
share pursuant to a share exchange agreement asitefl January 24, 2011 (the “Share Exchange
Agreement”) among Sprott Inc., Sprott U.S. Holdirigs., Rule Family Trust U/A/D 12/17/98, Rick
Rule, and Bonnie Rule (the “Rule Family Trust”).rfuant to the Share Exchange Agreement the Rule
Family Trust is also entitled to receive up to 8lion additional Common Shares (the “Contingent
Payment Shares”) upon the attainment of certaamttral performance hurdles on February 4, 2016.

SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON T RANSFER

In connection with the acquisition of the Globaln@manies, the Rule Family Trust entered into a lagk-
agreement with the Corporation (the “Lock Up Agreeti) pursuant to which the Rule Family Trust
may not, without the prior written consent of ther@ration or unless certain events occur, directly
indirectly, during the Restricted Period (as ddfirmlow) (i) offer, issue, assign, pledge, hypo#tec
grant a security interest in, sell, contract td, ssgll any option or contract to purchase, purehasy
option or contract to sell, grant any option, rightvarrant to purchase, make any short sale,lmraise
transfer, encumber or dispose of any legal or beiaéfnterest in any of the Sale Shares receivwethb
Rule Family Trust, (ii) enter into any swap or atgreement or arrangement (including a monetiaatio
arrangement or hedging or similar transaction) tratsfers, in whole or in part, any of the ecormmi
consequences of ownership of the Sale Shares.

The “Restricted Period” means (i) with respectie-third (1/3rd) of the Sale Shares and one-tHimhy
Contingent Payment Shares, the period commencinth@mlate such applicable shares were issued to
Seller (the “Issuance Date”) and ending on theesshonth anniversary of the Issuance Date, (iijhwit
respect to one-third (1/3rd) of the Sale Sharesaadthird (1/3rd) of any Contingent Payment Shares
issued to the Rule Family Trust, the period comrm@non the date such applicable shares were issued
and ending on the twenty four (24) month anniversdrthe Issuance Date, and (iii) with respecthe t
remaining portion of the Sale Shares and of anyti@gent Payment Shares issued, the period
commencing on the date such applicable shares isswed and ending on the thirty six (36) month
anniversary of the Issuance Date. Notwithstandnggforegoing, the Rule Family Trust may transfer of
any or all of the Sale Shares or Contingent Paynsares to a beneficiary of Rule Family Trust;
provided, however, that in each and any such eiteshall be a condition to such transfer that the
transferee execute a lock-up agreement in favah@fCorporation substantially in the form of as the
Lock Up Agreement.
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Number of Securities Subject to
Contractual Restriction on Transfer

Percentage of Class as of December

Designation of Class 31, 2011

Common Shares 19,467,500 11.5%

DIRECTORS AND OFFICERS

The Board consists of seven directors. Each ofdthectors of the Corporation was first electedhe t
Board on March 10, 2008, with the exception of Blorott who was elected to the Board on February 13,
2008, Dr. Marc Faber who was elected to the Boardanuary 19, 2010 and Mr. Peter Grosskopf who
was appointed to the Board effective Septembe0¥0 2All directors were elected to serve until tiet
annual meeting of shareholders of the Corporatiahject to earlier resignation or removal. On Fabyru

6, 2012, we announced that Mark McCain had resigreed director of the Corporation due to due to
other personal and business commitments. The foltpwable sets forth the names, municipalities of
residence, positions held with the Corporation pndcipal occupations for the directors and exeeuti
officers of the Corporation as of the date hereof.

Name and Municipality of

Residence Position with the Corporation

Principal Occupation

Eric S. Sprott Chairman

Oakuville, Ontario

Chief Executive Officer, Chief Investment
Officer and Director of SAM

Jack C. Le@®@@
Calgary, Alberta

Private Investor; President of F&esources
Ltd.

Lead Director

Marc Fabée
Ampur Chaingmai,
Thailand

Director Managing Director, Marc Faber Ltd.

Chief Executive Officer and

Peter Grosskopf

Chief Executive Officer of the Corporation,

Toronto, Ontario Director Chief Executive Officer, Sprott Resource
Lending Corp.

James T. Roddy@C Director Corporate Director

Toronto, Ontario

Rick Rule Director Chief Executive Officer, Sprott US Holdsg

Carlsbad, California Inc.

Kevin Bambrough President President of the Corporation, Presidet a

Toronto, Ontario

Chief Executive Officer, Sprott Resource
Corp., Chief Executive Officer, SC and
Market Strategist, SAM

Steven Rostowsky
Thornhill, Ontario

Chief Financial Officer

Chief Financial Officer tfe Corporation,
Chief Financial Officer of SAM

Arthur Einav
Toronto, Ontario

General Counsel and Corporg

Secretary

t&Seneral Counsel and Corporate Secretary @
the Corporation and SC
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Q) Member of the Audit Committee
2) Member of the Compensation Committee
3) Member of the Corporate Governance and Norimgaommittee

The directors and executive officers of the Corfilora as a group directly or indirectly, benefibjabwn,
or control or direct 122,814,984 Common SharesefGorporation, being 72.4% of the total issued and
outstanding Common Shares of the Corporation.

Except as noted below, each of the foregoing directand officers has held the same principal
occupation for the previous five years. The follogvis a brief biographical description of the dices
and officers of the Corporation other than EricdpmRick Rule, Peter Grosskopf and Kevin Bambrough
whose biographies are under “Description of theimss — Sprott Asset Management LP— Our
Management Services Team”, “Description of the Beiss — Sprott US Holdings Inc. — Our Management
Services Team”, “Description of the Business — 8p@ponsulting LP — Our Management Services
Team”, respectively.

Jack C. Lee

Mr. Lee has nearly 40 years of experience in tharad gas industry. He is currently Lead Directbthe
Corporation and serves as Chairman of Alaris Rgy@dirp., Ithaca Energy Inc., CanEra Energy Incd an
Gryphon Petroleum Corp. He was previously Vice @han of Penn West Energy Trust, Chairman of
Canetic Resources Trust and President and Chiefuixe Officer of Acclaim Energy Inc. (“Acclaim”),

a predecessor of Canetic. Prior thereto, Mr. Lee Reesident and Chief Executive Officer of Danoil
Energy Ltd., a predecessor of Acclaim. Mr. Lee d&achelor of Arts and a Bachelor of Commerce and
is a member of the Institute of Corporate Directors

Marc Faber

Dr. Faber is the Managing Director of Marc Fabed.L.in investment advisory and fund management
firm. He also acts as a director of lvanhoe Mindd, lan international mining company with operations
focused on the Asia Pacific region, and as a diresohd advisor to a number of private investment$u

Dr. Faber publishes a widely read monthly investrmeawsletter entitled “The Gloom, Boom & Doom
Report” and is the author of several books inclgdifiomorrow’s Gold — Asia’s Age of Discovery”. He

is a regular contributor to several leading finahpublications around the world, including BarmrDr.
Faber has over 36 years of experience in the fmandustry, including acting as manager of an
investment bank in the U.S. where he routinelygrenéd financial analysis on a range of companies. D
Faber received his PhD in Economics magna cum l&odethe University of Zurich. He is a member of
the Institute of Corporate Directors.

James T. Roddy

Mr. Roddy has held a number of senior positions dinettorships with companies in various industries
He served as President and CEO and Director ofr@nBas Industries Inc. in 1994, and from 1989 to
1993 was President and Chief Operating Officer indctor of Slater Industries Inc. From 1985 to 998
he held various positions with Campeau Corporatioduding President, Chief Financial Officer and
Chief Operating Officer and Director, and servedhe roles of Chief Financial Officer, Executivec¥i
President and Chief Operating Officer and DirectoPeoples Jewellers Limited between 1967 and 1984.
Mr. Roddy has also held directorships with numenpuislic and not-for-profit corporations. He recalve
his Chartered Accountant designation in 1967 amdniiember of the Institute of Corporate Directors.
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Steven Rostowsky

Mr. Rostowsky joined the Corporation in March 2@38the Chief Financial Officer. Prior to that, hasw
Senior Vice-President, Finance & Administratiortteg IDA (a predecessor to IIROC). As a member of
the IDA’s senior management team, Mr. Rostowsky reagonsibility for non-regulatory functional areas
including Finance, Human Resources, Informationhfietogy and the Association Secretary. Prior to
joining the IDA in January 2005, Mr. Rostowsky w@hief Financial Officer and Chief Compliance
Officer of Guardian Group of Funds (“GGOF") sinadyJ2001 when GGOF was acquired by Bank of
Montreal. At that time he was Vice-President, Foeror Guardian Capital Group, GGOF’s former
parent company. Mr. Rostowsky is a Chartered Actamirand a Chartered Financial Analyst, and holds
a Bachelor of Business Science (Finance) and a-gmaduiate accounting degree, both from the
University of Cape Town, South Africa.

Arthur Einav

Arthur Einav joined the Corporation in May 2010idPrto joining the Corporation, Mr. Einav was at
Davis Polk & Wardwell LLP, New York, New York frorR005 to 2010. From 2002 to 2005 Mr. Einav
was at McCarthy Tetrault LLP in Toronto. He holdBachelor of Law degree and a Masters in Business
Administration from Osgoode Hall Law School and ®ehulich School of Business. He also holds a
Bachelor of Science degree from the University ofohto.

Corporate Cease Trade Orders or Bankruptcies

No director, officer or other member of managenwdrihe Corporation is, or within the ten years ptm
the date hereof has been, a director, chief exaxrofficer or chief financial officer of any compathat
was the subject of a cease trade order or simiderar an order that denied the company acceasyto
statutory exemptions for a period of more tharntyteonsecutive days issued while that person wisgac

in such capacity or issued thereafter but resdited an event that occurred while that person vetiang

in such capacity. No director, officer or other niemn of management of the Corporation is now, or
within the ten years prior to the date hereof, lbeen a director or executive officer of any compahije
that person was acting in that capacity or withigear of that person ceasing to act in that capacit
become bankrupt, made a proposal under any legisleglating to bankruptcy or insolvency or become
subject to or instituted any proceedings, arranggme compromise with creditors or had a receiver,
receiver manager or trustee appointed to holdsseta, other than Jack C. Lee who is a direct@mof
Alberta-based private company that has sought gioteunder the Companies’ Creditors Arrangement
Act.

Penalties or Sanctions and Personal Bankruptcies

No director, officer, or other member of managenwnhe Corporation has, during the ten years pdor
the date hereof, been subject to any penaltiesamnctisns imposed by a court or securities reguwator
authority relating to trading in securities, promaf formation or management of a publicly traded
company, or involving fraud or theft.

No director, officer or other member of managenadrthe Corporation has, during the ten years gagor
the date hereof, been bankrupt, made a proposatruady legislation relating to bankruptcy or
insolvency or has been subject to or instituted prgceedings, arrangement, or compromise with
creditors or had a receiver, receiver managengtde appointed to hold his or her assets.
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INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS

Our directors and officers are aware of the extstenf laws governing accountability of directorglan
officers for corporate opportunity and requiringaosure by directors and officers of conflictdniérest
and the fact that the we will rely upon such lawsréspect of any director’s or officer’s confliat$
interest or in respect of breaches of duty by angur directors or officers. All such conflicts muse
disclosed by such directors or officers in accocgawith the Business Corporations Act (Ontariol] an
they will govern themselves in respect thereof he best of their ability in accordance with the
obligations imposed upon them by law.

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for the Commonreshés Equity Financial Trust Company at its
principal office located at 200 University Aven&jite 400, Toronto, Ontario M5H 4H1.

MATERIAL CONTRACTS

The only material contract entered into by us tacWwiwe are a party to since January 1, 2011 orrbefo
such date but still in effect is the Share Exchaf\geeement. A copy of the Share Exchange Agreement
is available at www.sedar.com.

AUDIT COMMITTEE INFORMATION

The Corporation’s Board of Directors has estabtiska@ audit committee (the “Audit Committee™)
comprised of James T. Roddy (Chair), Jack C. LekMarc Faber. All members of the Audit Committee
are independent and non-executive directors ofCthiporation. All members of the Audit Committee
meet the independence and financial literacy reguénts of National Instrument 52-110 Audit
Committees. See the biographical descriptions urif@rectors and Officers” for a biographical

description of each member of the Audit Committee.

The Board has adopted a written mandate for thétZ&ammittee, which sets out the Audit Committee’s
responsibility in overseeing the accounting andriitial reporting processes of the Corporation,tauadi

the financial statements of the Corporation, ars dppointment, compensation, and oversight of the
work of any registered external auditor employedthyy Corporation for the purpose of preparing or
issuing an audit report or related work. This maeda reviewed and assessed at least annually or
otherwise, as deemed appropriate, by the Board thihassistance of the Corporate Governance and
Nominating Committee of the Board and the Audit @dttee. A copy of this mandate is attached hereto
as Appendix A.
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External Auditor Fees

Ernst & Young LLP were appointed as Auditors of @erporation on February 13, 2008. For the fiscal
years ended December 31, 2011 and December 31, #dGees paid to Ernst & Young LLP are
summarized below for each category:

Fees Incurred Fees Incurred
Servicé” 2011 2010
Audit and Audit-Related
628,200 318,300

Fee$§’ $ $
Tax Fee% $17,700 $55,700
All Other Fee$) $44,400 $295,900
Total Fees Paid $690,300 $669,900

Q) Audit-related services included quarterly revde audit fees, consultation work, audit-relatedcpdures relating to the

acquisition of the Global Companies, and IFRS Opgialance Sheet audit.

2) Tax services included tax return review, teanping, GST work, tax research and other tax sesvi

3) All other fees relate to transfer pricing aethted economic analyses.

4) Fees do not include any fees related to sesyicovided with respect to the Funds managed .SA

ADDITIONAL INFORMATION

Additional financial information relating to the Gmration is available in its financial statemeatsd
management’s discussion and analysis for the finhryear ended December 31, 2011. Additional
information, including directors’ and officers’ remeration and indebtedness, principal holders ef th
Corporation’s securities and securities authorifed issuance under equity compensation plans, is
contained in the Corporation’s management inforomatircular for its annual and special meeting of
shareholders scheduled for May 9, 2012. All of ¢héecuments, as well as additional information
relating to the Corporation, are available on SED#&Rww.sedar.com.
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APPENDIX A
SPROTT INC.

AUDIT COMMITTEE MANDATE
General

The Board of directors (the “Board”) of Sprott Irfthe “Corporation”) has delegated the responsibd]
authorities and duties described below to the axgdiimittee (the “Committee”). For the purpose @i
terms of reference, the term “Corporation” shatlinle the Corporation and its subsidiaries.

The Committee shall be directly responsible for regeing the accounting and financial reporting
processes of the Corporation and audits of thenfiiah statements of the Corporation, and the Cotamit
shall be directly responsible for the appointmer@mpensation, and oversight of the work of any
registered external auditor employed by the Commmrgincluding resolution of disagreements between
management of the Corporation and the externat@udigarding financial reporting) for the purpade
preparing or issuing an audit report or relatedkwdm so doing, the Committee will comply with all
applicable Canadian securities laws, rules andajjuigls, any applicable stock exchange requirenmants
guidelines and any other applicable regulatorystule

Members

1. The Committee will be comprised of a minimum ofethrdirectors. Each Committee member
shall satisfy the independence, financial literaoyd experience requirements of applicable
Canadian securities laws, rules and guidelines, applicable stock exchange requirements or
guidelines and any other applicable regulatory sulen particular, each member shall be
“independent” and “financially literate” within thmeaning of Multilateral Instrument 52-110
Audit Committees (except as otherwise set forttthim limited exemptions contained therein).
Determinations as to whether a particular diresttisfies the requirements for membership on
the Committee shall be made by the Board. Membéthe Committee shall be appointed
annually by the Board at the first meeting of theaRl after the annual general meeting of
shareholders. Each member shall serve until suchb@es successor is appointed, unless that
member resigns or is removed by the Board or otiserveeases to be a director of the
Corporation. The Board shall fill any vacancy ietmembership of the Committee is less than
three directors.

2. The Chair of the Committee will be designated by Board, on the recommendation of the
Corporate Governance and Nominating Committeeif dr,does not do so, the members of the
Committee may elect a Chair by vote of a majorityhe full Committee membership. The Chair
of the Committee shall be responsible for overgedire performance by the Committee of its
duties, for assessing the effectiveness of the Gteerand individual Committee members and
for reporting periodically to the Board.

Meetings

3. The Committee will meet at least quarterly andughgimes and at such locations as the Chair of
the Committee shall determine, provided that mestishall be scheduled so as to permit the
timely review of the Corporation’s quarterly andnaal financial statements and related
management discussion and analysis, if applicbéce of every meeting shall be given to the
external auditor, who shall, at the expense ofQbgporation, be entitled to attend and to be heard
thereat. The external auditor or any member ofGbmmittee may also request a meeting of the
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Committee. The Committee shall have an in-camesai@e without non-independent directors
and management as a regular feature of each rggatdreduled meeting. The external auditor
and management employees of the Corporation skla#n required by the Committee, attend
any meeting of the Committee. Any director of therfibration may request the Chair of the
Committee to call a meeting of the Committee ang mend at such meeting or inform the
Committee of a specific matter of concern to suickatior, and may participate in such meeting
to the extent permitted by the Chair of the Comamitt

4. Meetings of the Committee shall be validly consétlif a majority of the members of the
Committee is present in person or by telephoneearente. A resolution in writing signed by all
the members of the Committee entitled to vote @ hsolution at a meeting of the Committee is
as valid as if it had been passed at a meetingeo€Committee.

5. The Committee shall submit the minutes of all meggito the Board, and when requested to,
shall discuss the matters discussed at each Copemitteting with the Board.

Committee Charter and Performance

6. The Committee shall have a written charter theat eet its mandate and responsibilities and the
Committee shall review and assess the adequacyabf sharter and the effectiveness of the
Committee at least annually or otherwise, as itmdeappropriate, and propose recommended
changes to the Corporate Governance and Nominaiogpmittee who will do same and
recommend changes to the Board for its approvaledsnand until replaced or amended, this
mandate constitutes that charter

Committee Authority and Responsibilities
7. General
The overall duties of the Committee shall be to:

® assist the Board in the discharge of its dutieatirej to the Corporation’s accounting
policies and practices, reporting practices anernal controls;

(i) establish and maintain a direct line of communaratwith the Corporation’s external
auditor and assess their performance;

(iii) oversee the work of the external auditor engaggudpare or issue an auditor’s report or
to prepare other audit, review or attest serviceshe Corporation, including resolution
of disagreements between management and the dxtmudior regarding financial
reporting;

(iv) ensure that management has designed, implementtdsamaintaining an effective
system of internal controls and disclosure contaold procedures;

(v) monitor the credibility and objectivity of the Camation’s financial reports;
(vi) report regularly to the Board on the fulfilmenttbie Committee’s duties, including any
issues that arise with respect to the quality eegnty of the Corporation’s financial

statements, the Corporation’s compliance with leglregulatory requirements, the
performance and independence of the external awditine internal audit function;

A-2



(vii)

(Vi)

assist, with the assistance of the Corporatiorgalleounsel, the Board in the discharge
of its duties relating to the Corporation’s compta with legal and regulatory
requirements; and

assist the Board in the discharge of its dutiesatired to risk assessment and risk
management.

External Auditor

The external auditor will report directly to the iBmittee and the Committee should have
a clear understanding with the external auditot slugh auditor must maintain an open
and transparent relationship with the Committee thad ultimate accountability of the
auditor is to the shareholders of the Corporatiime duties of the Committee as they
relate to the external auditor shall be to:

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

(Vi)

(ix)

review management’'s recommendations for the apmpeint of the external auditor, and
in particular their qualifications and independerared recommend to the Board a firm of
external auditors to be engaged and the compensgattiguch external auditor;

review the performance of the external auditorluding the fee, scope and timing of the
audit, and make recommendations to the Board ragptde appointment or termination
of the external auditor;

review, where there is to be a change of extemditer, all issues related to the change,
including the information to be included in the inetof change of auditor called for

under National Instrument 51-102 Continuous DiamesObligations or any successor
legislation (“NI 51-102"), and the planned stepsda orderly transition;

review all reportable events, including disagreeisienunresolved issues and
consultations, as defined in NI 51-102, on a raubasis, whether or not there is to be a
change of external auditor;

ensure the rotation of partners on the audit engageé team of the external auditor in
accordance with applicable law, standards or rules;

review and pre-approve non-audit services to beviged to the Corporation by the
external auditor;

review and approve the engagement letters of therred auditor, both for audit and
permissible non-audit services, including the fedse paid for such services;

review the nature of and fees for any non-auditises performed for the Corporation by
the external auditor and consider whether the matund extent of such services could
detract from the external auditor’s independenagaimying out the audit function; and

meet with the external auditor, as the Committeg deem appropriate, to consider any

matter which the Committee or external auditor daeds should be brought to the
attention of the Board or shareholders of the Cejpan.
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10.

Audits and Financial Reporting

The duties of the Committee as they relate to awditl financial reporting shall be to:

(i)
(ii)

(iif)
(iv)

V)
(vi)
(vii)

(vii)

(ix)

(x)

(xi)

review the audit plan with the external auditor amghagement;

review with the external auditor and managementcatical accounting policies and
practices of the Corporation (including any prombskanges in accounting policies), the
presentation of the impact of significant risks amtertainties, all material alternative
accounting treatments that the external auditor dissussed with management, other
material written communications between the exieanditor and management (such as
any management letter or schedule of unadjustddrelifces), and key estimates and
judgments of management that may in any such aasaaterial to financial reporting;

review the contents of the audit report;

guestion the external auditor and management reggagignificant financial reporting
issues discussed during the fiscal period and #thad of resolution;

review the scope and quality of the audit work peried;
review the adequacy of the Corporation’s finanarad auditing personnel;

review the co-operation received by the externaflitau from the Corporation’s
personnel during the audit, any problems encoudtbsethe external auditor and any
restrictions on the external auditor’s work;

review the evaluation of internal controls by thergons performing the internal audit
function and the external auditor, together with neagement's response to the
recommendations, including subsequent follow-up afy identified weaknesses.
Particular emphasis will be given to the adequdapternal controls to prevent or detect
any payments, transactions or procedures that niightleemed illegal or otherwise
improper;

review the appointments of the Chief Financial €Hfi persons performing the internal
audit function and any key financial executivesoimed in the financial reporting
process;

review with management and the external auditorGbeporation’s interim unaudited

financial statements and the annual audited firzrstatements in conjunction with the
report of the external auditor thereon, and obsairexplanation from management of all
significant variances between comparative reporfpegiods before recommending
approval by the Board and the release thereofetiblic; and

review the terms of reference for an internal audir internal audit function.

Accounting and Disclosure Policies

The duties of the Committee as they relate to auiogi and disclosure policies and
practices shall be to:
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11.

(i)

(ii)

(iif)

(iv)

(v)

(vi)

(vii)

Other

review the effect of regulatory and accountingi@ives and changes to accounting
principles of the Canadian Institute of Charterezt@untants or any successor thereto,
which would have a significant impact on the Coglimn’'s financial reporting as
reported to the Committee by management and tlegreattauditor;

review the appropriateness of the accounting psiaised in the preparation of the
Corporation’s financial statements and consideromenendations for any material
change to such policies;

review the status of material contingent liabiktias reported to the Committee by
management;

review the status of income tax returns and pabntisignificant tax problems as
reported to the Committee by management;

review any errors or omissions in the current asrpyears’ financial statements;

review and recommend approval by the Board befoe@ release all public disclosure
documents containing audited or unaudited finan@alilts, including all press releases
containing financial results, offering documentsin@al reports, annual information
forms and management’s discussion and analysisioamg such results; and

satisfy itself that adequate procedures are inepfac the review of the Corporation’s

public disclosure of financial information extradgter derived from the Corporation’s

financial statements other than the public disaleseferred to in clause (vi), above, and
periodically assess the adequacy of these procgdure

The other duties of the Committee shall include:

(i)

(i)
(iif)

(iv)

(v)

(vi)

reviewing any inquiries, investigations or audifsacfinancial nature by governmental,
regulatory or taxing authorities;

reviewing annual operating and capital budgets;

reviewing and reporting to the Board on difficudtiend problems with regulatory
agencies which are likely to have a significanafioial impact;

establishing procedures for the receipt, reterdiot treatment of complaints received by
the Corporation regarding accounting, internal aotieg controls or auditing matters;
and the confidential, anonymous submission by epeggs of the Corporation of
concerns regarding questionable accounting oriagdiatters;

reviewing and approving the Corporation’s hirindigies regarding partners, employees
and former partners and employees of the presahtf@mer external auditor of the
Corporation;

inquiring of management and the external auditdoamy activities that may be or may
appear to be illegal or unethical; and
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(vii)  at the request of the Board, investigating and nepp on such other matters as it
considers necessary or appropriate in the circuroesa

Authority to engage independent counsel and outsidadvisors

12.

13.

The Committee has the authority to engage indepdrabeinsel and other advisors it determines
necessary to carry out its duties, to set and paycbmpensation for any advisors employed by
the Committee and to communicate directly withititernal and external auditors.

The Corporation shall provide appropriate fundiag, determined by the Committee, in its
capacity as a committee of the Board, for paymaho{ compensation to the external auditors
employed by the issuer for the purposes of rengeonissuing an audit report and to any
advisors engaged by the committee, and (b) ordiadrginistrative expenses of the Committee
that are necessary or appropriate in carryingtsuduties.

A-6



