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INTERNATIONAL SAMUEL EXPLORATION CORP.

(An Exploration Stage Company)
CONSOLIDATED BALANCE SHEETS
(Unaudited — prepared by management)

As at As at
December 31, June 30,
2009 2009
ASSETS
Current
Cash $ 150,942 $ 33,289
Amounts receivable 19,101 15,127
Prepaid expenses and deposits 1,500 1,500
171,543 49,916
Loan receivable i Note 4 122,994 161,909
Mineral properties i Note 5 4,130,634 4,071,494
Equipment 1 Note 6 2,808 3,108
$ 4,427,979  $ 4,286,427
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities $ 189,387 $ 100,544
SHAREHOLDERS’ EQUITY
Share capital 1 Notes 3 and 7 10,887,188 10,708,388
Contributed surplus i Note 9 1,645,437 1,569,587
Deficit (8,294,033) (8,092,092)
4,238,592 4,185,883
$ 4,427,979  $ 4,286,427
Nature of Operations and Ability to Continue as a Going Concern i Note 1
Commitments i Notes 3 and 5
APPROVED BY THE DIRECTORS:
AConrad K. Swanson Director Watt o Director

The accompanying notes are an integral part of these consolidated financial statements.




INTERNATIONAL SAMUEL EXPLORATION CORP.
(An Exploration Stage Company)
STATEMENTS OF OPERATIONS AND DEFICIT

(unaudited — prepared by management)

For the three months

For the six months

ended ended
December 31, December 31,
2009 2008 2009 2008
GENERAL AND ADMINISTRATIVE
EXPENSES
Amortization $ 150 % 199 $ 300 % 399
Consulting fees 13,500 13,500 27,000 27,000
Interest and bank charges 117 163 394 307
Investor relations 4,143 6,915 6,326 52,649
Management fees 34,566 33,000 68,466 62,075
Office and telephone 6,765 5,100 10,274 10,653
Professional fees 7,676 40,660 24,630 68,303
Rent 4,500 4,500 9,000 9,000
Stock-based compensation 50,350 - 50,350 238,000
Transfer agent and filing fees 6,389 7,835 7,253 14,675
Travel and conferences 2,843 617 4,033 5,933
(130,999) (112,489) (208,026) (488,994)
OTHER ITEMS
Loss on write down of mineral
properties - (2,757,699) - (2,757,699)
Interest income 2,709 23,217 6,085 24,847
Gain (loss) on sale of marketable
securities - - - 11,474
2,709 (2,734,482) 6,085 (2,721,378)
NET LOSS FOR THE PERIOD $ (128,290) $ (2,846,971) $ (201,941) $ (3,210,372)

DEFICIT, BEGINNING OF THE PERIOD

$ (8,165,743) $ (5,982,742)

$ (8,092,092) $ (5,619,341)

DEFICIT, END OF THE PERIOD

$ (8,294,033) $ (8,829,713)

$ (8,294,033) $ (8,829,713)

BASIC AND DILUTED LOSS PER

SHARE $ 002 $ 072 % 004 $ 0.81
WEIGHTED AVERAGE NUMBER
OF SHARES OUTSTANDING 5,931,071 3,966,227 5,585,210 3,966,227

The accompanying notes are an integral part of these consolidated financial statements.




INTERNATIONAL SAMUEL EXPLORATION CORP.
(An Exploration Stage Company)
STATEMENTS OF CASH FLOWS

(unaudited — prepared by management)

For the three months For the six months
ended ended
December 31, December 31,
2009 2008 2009 2008
OPERATING ACTIVITIES
Net income (loss) for the year $ (128,290) $(2,846,971) $ (201,941) $(3,210,372)
Adjustments for items not involving cash:
Loss on write off of mineral properties - 2,757,699 - 2,757,699
Amortization 150 199 300 399
Stock-based compensation 50,350 - 50,350 238,000

(77,790) (89,073) (151,291) (214,274)
Changes in non-cash working capital items:

Receivables (3,188) 3,901 (3,974) 62,232
Prepaid expenses and deposits - (162) - 783
Accounts payable and accrued liabilities 8,540 74,297 88,843 (9,681)

(72,438) (11,037) (66,422) (160,940)

FINANCING ACTIVITY
Shares issued for cash, net of share issue costs $ 197,800 $

$ 204,300 $ 830,000

INVESTING ACTIVITY

Loans receivable $ 12291 $ (13,065 $ 38,915 $ (23,065)
Proceeds on sale of marketable securities - - - 21,000
Deferred exploration expenditures (3,960) (1,501) (59,140) (738,589)
8,331 (14,566) (20,225) (740,654)

INCREASE (DECREASE) IN CASH
DURING THE YEAR 133,693 (25,603) 117,653 (71,594)
CASH, BEGINNING OF THE PERIOD 17,249 208,003 33,289 253,994
CASH, END OF THE PERIOD $ 150,942 $ 182,400 $ 150,942 $ 182,400

Non-cash Transactions i Note 11

The accompanying notes are an integral part of these consolidated financial statements.




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An exploration stage company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 1

1. NATURE OF OPERATIONS AND ABILITY TO CONTINUE AS A GOING CONCERN

These unaudited consolidated financial statements include the accounts of International Samuel
Exploration Corp. (the iCompanyo and its wholly-owned subsidiary, International Samuel Holding
Corp. (incorporated on October 26, 2007 pursuant to the Corporations Act - Manitoba). All inter-
company accounts have been eliminated.

The Company is an exploration stage public company whose shares trade on the TSX Venture

Exchange. The Company is engaged principally in the acquisition, exploration and development

of resource properties. The recovery of the Compar
attainment of profitable operations is principally dependent upon financing being arranged by the

Company to continue operations, explore and develop the resource properties and the discovery,

development and sale of ore reserves. The outcome of these matters cannot presently be

determined because they are contingent on future events.

These financial statements have been prepared in accordance with generally accepted

accounting principles applicable to a going concern, which assumes that the Company will be

able to meet its obligations and continue its operations for its next fiscal year. Realization values

may be substantially different from carrying values as shown and these financial statements do

not give effect to adjustments that would be necessary to the carrying values and classification of

assets and liabilities should the Company be unable to continue as a going concern. At

December 31, 2009, the Company had not yet achieved profitable operations, had accumulated

losses of $8,294,033 since inception and expects to incur further losses in the development of its
business, all of which casts subst ant i al doubt about the Companyds al
concem. The Companyds ability to continue as a going c
generate future profitable operations and/or to obtain the necessary financing to meet its

obligations and repay its liabilities arising from normal business operations when they come due.

2, RESOURCE PROPERTIES

The Company is in the process of exploring its mineral properties and has not yet determined
whether these properties contain ore reserves that are economically recoverable.

Mineral exploration and development costs are capitalized on an individual prospect basis until
such time as an economic ore body is defined or the prospect is abandoned. Costs for a
producing prospect are amortized on a unit-of-production method based on the estimated life of
the ore reserves, while those costs for the prospects abandoned are written off.

The recoverability of the amounts capitalized for the undeveloped mineral properties is dependent

upon the determinatonof economically recoverable ore reserves
interest in the underlying mineral claims, the ability to obtain the necessary financing to complete

their development, and future profitable production or proceeds from the disposition thereof.

Title to mineral properties involves certain inherent risks due to the difficulties of determining the

validity of certain claims as well as the potential for problems arising from the frequently

ambiguous conveyance history characteristic of many mineral properties. The Company has
investigated title to all of its mineral properties
to all of its properties are in good standing. Recently Released Canadian Accounting Standards



INTERNATIONAL SAMUEL EXPLORATION CORP.

(An exploration stage company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 2
3. SIGNIFICANT ACCOUNTING POLICIES
(a) Recent Released Canadian Accounting Standards

Assessing Going Concern

The Canadian Accountability Standards Board (AA
Section 1400, to include requirements for manag
ability to continue as a going concern. This section applies to interim and annual financial

statements relating to fiscal years beginning on or after January 1, 2008. The adoption of

this Section is not expected to result in any changes on the disclosure within the financial

statements.

Capital Disclosures

The AcSB issued CI CA Handbook Section 1535 i C
specifies the disclosure of (i) an entityods ob]j
capital; (ii) quantitative data about what the entity regards as capital; (iii) whether the

entity has complied with capital requirements; and (iv) if it has not complied, the

consequences of such non-compliance. The Company is currently evaluating the impact

of the adoption of this new section on its consolidated financial statements. This new

section relates to disclosures and wil/ not h a
results. This section applies to interim and annual financial statements relating to fiscal

years beginning on or after October 1, 2007.

Goodwill and Intangible Assets

The AcSB issued CICA Handbook Section 3064 which replaces Section 3062, Goodwill
and Other Intangible Assets, and Section 3450, Research and Development Costs. This
new section establishes standards for the recognition, measurement, presentation and
disclosure of goodwill subsequent to its initial recognition and of intangible assets.
Standards concerning goodwill remain unchanged from the standards included in the
previous Section 3062. The section applies to interim and annual financial statements
relating to fiscal years beginning on or after October 1, 2008. Accordingly, the Company
will adopt the new standards for its fiscal year beginning July 1, 2009. It establishes
standards for the recognition, measurement, presentation and disclosure of goodwill
subsequent to its initial recognition and of intangible assets by profit-oriented enterprises.
Standards concerning goodwill are unchanged from the standards included in the
previous Section 3062. The Company is currently evaluating the impact of the adoption of
this new section on its consolidated financial statements.



INTERNATIONAL SAMUEL EXPLORATION CORP.
(An exploration stage company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 3
3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(a) Recent Released Canadian Accounting Standards (continued)

International financialreporti ng st andards (Al FRSO)

In 2006, AcSB published a new strategic plan that will significantly affect financial
reporting requirements for Canadian companies. The AcSB strategic plan outlines the
convergence of Canadian GAAP with IFRS over an expected five year transitional period.
In February 2008, the AcSB announced that 2011 is the changeover date for publicly-
|l isted companies to use | FRS, replacing Canadabéd
annual financial statements relating to fiscal years beginning on or after January 1, 2011.
The Company is required to adopt IFRS on July 1, 2011 for its fiscal year ending June
30, 2012. The Company is required to restate for comparative purposes amounts
reported by the Company for the year ended June 30, 2011. While the Company has
begun assessing the adoption of IFRS for 2011, the financial reporting impact of the
transition to IFRS cannot be reasonably estimated at this time.

Financial Instruments

CICA Handbook Section 3862, Financial Instruments - Disclosure, increases the
disclosures currently required to enable users to evaluate the significance of financial
instruments for an entity's financial position and performance, including disclosures about
fair value. CICA Handbook Section 3863, Financial Instruments i Presentation, replaces
the existing requirements on the presentation of financial instruments, which have been
carried forward unchanged. These standards are effective for interim and annual financial
statements relating to fiscal years beginning on or after October 1, 2007. The Corporation
is currently evaluating the impact of the adoption of these changes on the disclosure and
presentation within its financial statements.

Other

For interim and annual financial statements relating to its fiscal year commencing April 1,

2011, t he Company wi || be required t o adopt

Combinationso, Section 1601 AConsolidated Fina
ANeGontrolling I nterestso. Section 1582 replac
Combi nati onso, and Sections 1601 and 1602 t o
AConsolidated Financi al St atementso. The adopt
1601 and 1602 provides the Canadian equivalent
and International Accounti ng Standard | AS 27 fAConsolidate
Statementso respectively. The impact of adoptin

assessed and cannot reasonably be estimated at this time.
Financial Statement Concepts

CICA Handbook Section 1000, has been amended to focus on the capitalization of costs
that meet the definition of an asset and de-emphasizes the matching principle. The
revised requirements are effective for annual and interim financial statements relating to
fiscal year beginning on or after October 1, 2008. Accordingly, the Company has adopted
the new standards for its fiscal year beginning April 1, 2009. The Company is currently
evaluating the impact of the adoption of this change on its financial statements.



INTERNATIONAL SAMUEL EXPLORATION CORP.
(An exploration stage company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 4
3. SIGNIFICANT ACCOUNTING POLICIES (continued)
(a) Recent Released Canadian Accounting Standards (continued)
Credit Risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for

the other party by failing to discharge an obligaton. The Companyds cash and r
are exposed to credit risk. The Company reduces its credit risk on cash by placing these

instruments with institutions of high credit worthiness. As at December 31, 2009 the

Company is not exposed to any significant credit risk.

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations
associated with financial liability. The Company manages liquidity risk by maintaining
sufficient cash balances to enable settlement of transactions on the due date. Accounts
payable and accrued liabilities are current. The Company addresses its liquidity through
equity financing obtained through the sale of common shares and the exercise of
warrants and options. Additional capital was successfully obtained subsequent to year
end to increase liquidity.

(b) Equipment and Amortization

Equipment is recorded at cost. The Company provides for amortization using the
declining balance method at the following annual rates:

Computer equipment 30%
Office furniture and equipment 20%

Additions during the period are amortized at one-half the annual rate.

(c) Asset Retirement Obligations

Asset Retirement Obligations recognize the liability for legal obligations relating to the
retirement of property, plant and equipment and obligations arising from the acquisition,
construction, development, or normal operation of those assets. Such costs are
recognized at fair value in the year in which the liability is incurred. A corresponding
increase to the carrying amount of the related asset where one is identifiable is recorded
and amortized over the life of the asset. Where a related asset is not easily identifiable
with a liability, the change in fair value over the course of the period is expensed. The
amount of the liability is subject to re-measurement at each reporting period. The
estimates are based principally on legal and regulatory requirements. It is possible that
the Companyb6s estimate of its wultimate recl amat
changes in regulations, the extent of environmental remediation required, the means of
reclamation or changes in cost estimates. Changes in estimates are accounted for
prospectively commencing in the period the estimate is revised. As at December 31,
2009, the Company has no asset retirement obligations.



INTERNATIONAL SAMUEL EXPLORATION CORP.
(An exploration stage company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 5

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(d)

(e)

(f)

(9)

(h)

Impairment of Long-lived Assets

Canadian generally accepted accounting principles require that long-lived assets and
intangibles to be held and used by the Company be reviewed for possible impairment
whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. If changes in circumstances indicate that the carrying
amount of an asset that an entity expects to hold and use may not be recoverable, future
cash flows expected to result from the use of the asset and its disposition must be
estimated. If the undiscounted value of the future cash flows is less than the carrying
amount of the asset, impairment is recognized.

Environmental Costs

Environmental expenditures that relate to current operations are expensed or capitalized
as appropriate. Expenditures that relate to an existing condition caused by past
operations and which do not contribute to current or future revenue generation are
expensed. Liabilities are recorded when environmental assessments and/or remedial
efforts are probable and the cost can be reasonably estimated.

Mining Tax Credits

Mining tax credits are recorded in the accounts when there is reasonable assurance that
the Company has complied with, and will continue to comply with, all conditions needed
to obtain the credits. These non-repayable mining tax credits are earned in respect to
exploration costs incurred in British Columbia, Canada and are recorded as a reduction
of the related deferred exploration expenditures.

Share Capital

The proceeds from the exercise of stock options and warrants are recorded as share
capital in the amount for which the option and warrant enabled the holder to purchase a
share in the Company. Share capital issued for non-monetary consideration is recorded
at an amount based on fair market value.

Basic and Diluted Income (Loss) per Share

Basic income (loss) per share is calculated by dividing the net income (loss) for the year
available to common shareholders by the weighted average number of shares
outstanding during the year. Diluted earnings per share reflect the potential dilution of
securities that could share in earnings of an entity. In a loss year, potentially dilutive
common shares are excluded from the loss per share calculation as the effect would be
anti dilutive. Basic and diluted income (loss) per share is the same for the quarters
presented.

For the six months ended December 31, 2009, potentially dilutive common shares
(relating to share purchase options and warrants outstanding) totalling 3,835,850 were
not included in the computation of loss per share because their effect was anti-dilutive.



INTERNATIONAL SAMUEL EXPLORATION CORP.
(An exploration stage company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 6

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

(i)

1)

(k)

U]

Management’s Estimates

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the dates of the financial statements and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ from
those estimates.

Stock-Based Compensation

All stock-based awards made to employees and non-employees are measured and
recognized using a fair value based method. For employees, the fair value of the options
at the date of the grant is accrued and charged to operations, with the offsetting credit to
contributed surplus, on a straight-line basis over the vesting period. If and when the stock
options are ultimately exercised, the applicable amounts of contributed surplus are
transferred to share capital. For non-employees, the fair value of the options is measured
on the earlier of the date at which the counterparty performance is complete or the date
the performance commitment is reached or the date at which the equity instruments are
granted if they are fully vested and non-forfeitable.

Flow-Through Shares

Canadian Income Tax Legislation permits an enterprise to issue securities referred to as
flow-through shares, whereby the investor can claim the tax deductions arising from the
renunciation of the related resource expenditures. When resource expenditures are
renounced to the investors and the Company has reasonable assurance that the
expenditures will be completed, future income tax liabilities are recognized (renounced
expenditures multiplied by the effective tax rate) thereby reducing share capital. In
instances where the Company has sufficient tax loss carry forwards or other deductible
temporary differences available to offset the renounced tax deduction and is more likely
than not able to utilize these losses before expiring, the realization of the deductible
temporary differences will be credited to income in the period of renunciation.

Income Taxes

The asset and liability method is used for determining future income taxes. Under the
asset and liability method, the change in the net future tax asset or liability is included in
income. The income tax effects of temporary differences in the time when income and
expenses are recognized in accordance with Company accounting practices and the time
they are recognized for income tax purposes are reflected as future income tax assets or
liabilities. Future income tax assets and liabilities are measured using statutory rates that
are expected to apply to taxable income in the years in which temporary differences are
expected to be recovered or settled. In addition, future tax benefits are recognized to the
extent that realization of such benefits is more likely than not.



INTERNATIONAL SAMUEL EXPLORATION CORP.
(An exploration stage company)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 7
4. LOAN RECEIVABLE
As at As at
December 31, June 30,
2009 2009
Due from Gold Reach Resources Ltd. $ 122,994 $ 161,909

The loan is unsecured. Terms include interest at the simple interest rate of 12% per annum and
the loan is repayable on demand. During the six months ended December 31, 2009, $45,000 in
principal was repaid and $6,085 in interest was accrued.

5. MINERAL PROPERTIES

As at December 31, 20009, t h einclGdedntpeafoilgwing acauisitioe r a | pro
costs and deferred exploration expenditures:

December 31, 2009

Deferred
Acquisition Exploration
% Interest Costs Expenditures Total
Pelly Bay i option 30% $ 222,500 $2,702,449 $2,924,929
Pelly Bay i Joint Venture 50% 13,398 78,527 91,925
Snow Lake/Reed Lake 50% 617,275 496,485 1,113,760
$ 853,173 $3,277,461 $4,130,634

Deferred exploration expenditures by property, for the six months ended December 31, 2009,

were:
Snow Lake
Pelly Bay Pelly Bay / Reed
30% 50% Lake Total

Deferred Exploration Costs

Balance, June 30, 2009 $2,647,449 $ 78,527 $ 492,345 $3,218,321
Drilling 55,000 - - 55,000
Permits - - 180 180
Geological - - 3,169 3,169
Geophysical - - 4,750 4,750
Travel and miscellaneous - - - -
Cost recoveries - - (3,959) (3,959)
Additions during the period 55,000 - 4,140 59,140

Less: written off during the period - - - -

Balance, December 31, 2009 $2,702,449 $ 78,527 $ 496,485 $3,277,461




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An exploration stage company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009

MINERAL PROPERTIES (continued)

Deferred exploration expenditures by property, for the three months ended December 31, 2009,

were:
Snow Lake
Pelly Bay Pelly Bay / Reed
30% 50% Lake Total

Deferred Exploration Costs

Balance, September 30, 2009 $2,702,449 $ 78,527 $ 492,525 $3,218,321
Drilling - - - -
Permits - - - -
Geological - - 3,169 3,169
Geophysical - - 4,750 4,750
Travel and miscellaneous - - - -
Cost recoveries - - (3,959) (3,959)
Additions during the period - - 3,960 3,960
Less: written off during the period - - - -
Balance, December 31, 2009 $2,702,449 $ 78,5527 $ 496,485 $3,277,461

As at June 30, 2009, the Companyds ner al properties
and deferred exploration expenditures:
June 30, 2009
Deferred
Acquisition Exploration
% Interest Costs Expenditures Total

Pelly Bay i option 30% $ 222,500 $2,647,449 $2,869,949
Pelly Bay i Joint Venture 50% 13,398 78,527 91,925
Snow Lake/Reed Lake 50% 617,275 492,345 1,109,620

$ 853,173 $3,218,321 $4,071,494

i ncl

ud



INTERNATIONAL SAMUEL EXPLORATION CORP.
(An exploration stage company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 9

5. MINERAL PROPERTIES (continued)

Deferred exploration expenditures by property, for the year ended June 30, 2009, were:

Churchill Afridi Pelly Bay Pelly Bay Snow
West Lake 30% 50% Lake Total
Balance, June 30, 2008 $ 1,376,164 $ 890,407 $ 2,037,553 $ 78527 $ 267,204 $ 4,649,855
Drilling - - 415,500 - 234,478 649,978
Geological - - 3,000 - 72,829 75,829
Geophysical - - 277,500 - 37,454 314,954
Exploration costs - - - 74,479 74,479
Project management - - - 23,105 23,105
Security bonds (recovery) - - (86,104) - 34,701 (51,403)
Travel and misc. - - - - 410 410
Cost recoveries - - - - (252,315) (252,315)
Additions during the year - - 609,896 - 225,141 835,037
Write-down (1,376,164) (890,407) ) - - (2,266,571)
Balance, June 30, 2009 $ - $ - $ 2647449 $ 78527 $ 492,345 $ 3,218,321
(a) Pelly Bay, Nunavut — option to earn 30% interest

Pursuant to a letter agreement dated July 26, 2006, the Company was granted an option
to earn a 30% interest in the Pelly Bay property subject to a 2% Gross Overriding royalty
on all diamonds and a 2% Net Smelter Return royalty on all other minerals. In order to
exercise the option, the Company must issue 100,000 common shares and incur
$3,000,000 in property expenditures as follows:

1) 50,000 common shares within ten days after receipt of TSX Venture Exchange
approval (issued at $2.30 per share)

2) 25,000 common shares on or before May 1, 2007 (issued at $2.40 per share)

3) 25,000 common shares on or before May 1, 2008 (issued at $1.90 per share)

4) expenditures of $750,000 on or before June 30, 2007 (incurred)

5) further expenditures of $700,000 on or before December 31, 2007 (incurred)

6) further expenditures of $750,000 on or before December 31, 2008 (incurred)

7) further expenditures of $800,000 on or before December 31, 2009 (incurred
$502,449 to December 31, 2009).

On December 31, 2009, the Company received a one year extension to December 31,
2010 on the required calendar year 2009 exploration expenditures of $800,000.

Furthermore, the Company has reimbursed the vendor $239,007 for bonds posted on the
claims and for each of the first four kimberlite bodies discovered on the property, the
Company will be required to issue 12,500 common shares to the vendor.



INTERNATIONAL SAMUEL EXPLORATION CORP.

(An exploration stage company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 10

5. MINERAL PROPERTIES (continued)

(b)

(c)

(d)

Pelly Bay, Nunavut — 50% Joint Venture

During the year ended June 30, 2007, the Company staked a 100% interest in 68 claims
in the Uallig region contiguous to the Ualliq lands in which the Company owns an option
to earn a 30% interest. During the year ended June 30, 2008, 25 of those 68 claims were
dropped leaving 43 claims owned by the Company. The cost to stake the initial 68 claims
was $13,398.

On August 21, 2007, the Company entered into a joint venture agreement with Diamond
North Resources Ltd. (ADNRO) wher ebyn aBNR
additional 45 claims that are also contiguous to the Uallig lands in which the Company
owns an option to earn a 30% interest. Both the Company and DNR will have a 50%
Joint Venture interest in this combined total of 88 claims.

Snow Lake, Manitoba — 50% interest — Mel 331A, 332A and 333A

By letter agreements dated October 5, 2007 and October 29, 2007 the Company agreed
to acquire a 50% interest in three mineral exploration licenses and five mining claims in
the Snow Lake Property in the Province of Manitoba.

The consideration paid by the Company was as follows:

1) Cash payment of $450,000 (paid).
2) 40,000 common shares issued at $2.80 per share (issued).
3) Cash payment of $27,257 as reimbursement of staking costs incurred by the vendors

(paid).

The vendor retains a 1% Net Smel ter Return on the
production. The Company is entitled to purchase a 0.5% portion of the Net Smelter
Return at any time by making a cash payment of $500,000. On November 22, 2007, the
Company formalized these agreements with a purchase agreement and the terms remain
thesame. The Company also paid a Findersdé Fee
form of 8,333 common shares of the Company at an ascribed restated price of $2.60 per
share.

During the six months ended December 31, 2009, the Company relinquished its title to
MEL333A and reduced the MEL331A and MEL332A hectares by approximately 50% as
part of refining its target exploration portfolio.

Snow Lake (formerly Reed Lake), Manitoba — 50% interest — Spruce Lake Claims

On April 2, 2008, the Company entered into an option agreement to earn a 50% interest
in seven claims in the Spruce Mining Claims on Snow Lake (formerly Reed Lake),
Manitoba for a total consideration of:

1) $50,000 cash (paid); and
2) 7,500 common shares of the Company. (1,250 common shares issued)

During the year ended June 30, 2009, the Company determined that these claims did not
merit further exploration and abandoned this option agreement. Accordingly the
Company recorded a loss of $24,750 on the write down of mineral property acquisition
costs.

cont

Comp

assoc
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5. MINERAL PROPERTIES (continued)
(e) Afridi Lake, North West Territories — 5% interest

On September 5, 2002, the Company entered into an agreement to acquire a 25.4%
interest in the Afridi Lake Property located in the Northwest Territories in consideration for
cash payments of $134,600.

On June 30, 2009, the Company entered into a debt settlement agreement with the
operator in connection with funding obligations for the 2008 Afridi Lake exploration
program totalling $229,040. The Company settled $92,500 by payment to the operator of
$86,000 cash and on July 29, 2009 the issuance, upon receipt of TSX Venture Exchange
approval, of 50,000 units of the Company at a deemed price of $0.13 per unit. Each unit
consisted of one (1) common share of the Company and one share purchase warrant
(AWarrant o) entitling the holder to
exercisable at any time within 24 months of issuance, provided that the Warrant must be

acquire a

exercised within 30 days following written notice
common shares have traded above $0.40 for 10 consecutive trading days. The

Companydés interest has now been reduced accordi
254%to5% andthe operatorés interest has increased to

During the year ended June 30, 2009, t he
these claims did not merit further exploration work and recorded a loss on write down of
mineral property acquisition costs of $60 and related deferred exploration costs of
$890,407.

6. EQUIPMENT

As at
December 31, 2009

As at
June 30, 2009

Accumulated Net Book

Accumulated Net Book

Cost Amortization Value Cost Amortization Value
Computer equipment $ 12,038 $ 10,751 $ 1,287 $ 12,038 $ 10,620 $ 1,418
Office furniture and equipment 6,878 5,356 1,521 6,878 5,188 1,690
$ 18,916 $ 16,107 $ 2,808 $ 18,916 $ 15,808 $ 3,108

Comp .
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7. SHARE CAPITAL
(a) Authorized
100,000,000 common shares without par value
(b) Issued
Number Amount

Balance, June 30, 2007 2,936,782  $ 8,627,257
Shares issued for mineral property acquisitions 68,250 167,850
Shares issued for cash 1 non-flow-through 348,750 697,500
Shares issued for cash i flow-through 283,750 851,250
Shares issued for cash i exercise of options 17,500 35,000
Shares issued for financing 24,600 49,200
Shares issued for financing administration fees 7,500 15,000
Shares issued for cash i exercise of warrants 97,500 258,500
Shares i ssued ifnoineralfpropertye r s 6
acquisition 8,333 21,667
Less: share issue costs - (222,495)
Fair value of stock options exercised - 22,207
Future income taxes on flow-through shares - (590,000)
Balance, June 30, 2008 3,792,965 $ 9,932,936
Shares issued for cash i flow-through 300,000 720,000
Shares issued for financing 11,375 27,300
Less: share issue costs - (27,300)
Less:st ock based compensation - (6,825)
Shares issued for cash i non-flow-through 50,000 110,000
Shares issued for cash i non-flow-through 857,500 137,200
Less: share issue costs - (23,923)
Shares issued for cash i flow-through 200,000 60,000
Future income taxes on flow-through shares - (221,000)
Balance, June 30, 2009 5,211,840  $10,708,388
Shares issued for debt settlement (Note 5(e)) 50,000 6,500
Shares issued for cash 1 non-flow through 2,100,000 210,000
Less: share issue costs - (12,200)
Less: stock based compensat - (25,500)
Balance, December 31, 2009 7,361,840 $10,887,188
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7. SHARE CAPITAL (continued)
(b) Issued (continued)
1) In July 2008, the Company completed a non-brokered private placement of

6,000,000 units at a purchase price of $0.12 per unit, raising total gross proceeds
to the Company of $720,000. Each unit consists of one common share of the
Company issued on a flow-through basis under the Income Tax Act (Canada)
and one-half of one non-transferable common share purchase warrant. Each
warrant entitles the holder to purchase one non-flow-through common share of

the Companyatapri ce of 15 cents per share until J
277,500 units was issued to Canaccord Capital Corp., representing a 7-per-cent
finderds fee. Each f i n dflew-tbraughicaomimbn shaemfs i st s o f
the Company and one-half of one non-transferable common share purchase
warrant . Each finderds warrant entiowt | es th

through common share of the Company at a price of 15 cents per share until July

9, 2009. Proceeds from the private placement will be used to finance the
exploration and devel opment of the Company
North Resources Ltd. and the joint venture at Snow Lake, Manitoba.

2) In addition, in July 2008, the Company completed an additional non-brokered
private placement of 1,000,000 non-flow-through units at a purchase price of 11
cents per unit, raising total gross proceeds to the Company of $110,000. Each
unit consists of one common share of the Company and one-half of one non-
transferable common share purchase warrant. Each warrant entitles the holder to
purchase one common share of the Company at a purchase price of 15 cents per
share until July 9, 2009. Proceeds from the private placement will be used to
finance general administrative costs. All securities issued in connection with the
private placements are subject to a four-month hold period that expires on
November 10, 2008.

3) In December 2008, the shareholders of the Company approved a consolidation
of the Companyé6és share capital on the basi
without par value for every twenty (20) existing common shares without par
value. Issued capital has been retrospectively restated to reflect this
consolidation. The shareholders also approved the increase in the authorized
share capital of the Company from 100,000,000 common shares, pre-
consolidation, without par value to an unlimited number of common shares
without par value, post consolidation.
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7. SHARE CAPITAL (continued)

(b)

Issued (continued)

4)

5)

In January 2009, the Company completed a non-brokered private placement of
857,500 wunits (each a AUnito) at a purchase
gross proceeds of $137,200. Each Unit consists of one common share
(ACommon Shareo) of t h etrarGferabfe acommonashade one no
pur chase war r)aBath WarfaWwill entitle thecholder to acquire one
addi tional common share (a fAWarrant Shar eo)
price of $0.25 per Warrant Share for a period of five years from the closing date
of the Private Placement. Notwithstanding the above, if at any time after January
29, 2009, the closing trading price of the common Shares of the Company on the
TSX Venture Exchange has been greater than $0.50 for a period of 10
consecutive trading days, the Issuer shall have an option, exercisable in its sole
discretion, to request that all holders of the Warrants exercise their Warrants by
providing notice (the ANoticeo) advising th
discretion, to request that all holders of the Warrants exercise their Warrants by
providing notice (the ANoticeodo) advising th
to exercise their Warrants, and any unexercised Warrants after the expiry of the
30th day following the Notice shall expire with no further rights and privileges
attached thereto. Insiders of the Company participated in the private placement
for an aggregate amount of $48,000. The Com
$4,080 to a finder in connection with the private placement which amount equals
eight percentoftheamount r ai sed from certain armds | encg

In December 2009, the Company completed a non-brokered private placement of
2,100,000 wunits (each a AUNnito) at a purche
proceeds of $210,000. Each Unit consists of one common share (ACommon
Shareod) of t he Co mtpaasfenable a&onunonoshaee purahase

warrant (AWarranto). Each Warrant wil!/l ent i |
common share (a AWarrant Shareodo) of the Comj
per Warrant Share on or before December 3, 2011. Insiders of the Company

participated in the Private Placement for an aggregate amount of $30,000.

The Company paid a f 2Rd0elrm sa d ceiet ii oan ,c alsh0 ,0060 Q
warrants were granted on the same terms and conditions as the above warrants.
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7. SHARE CAPITAL (continued)
(c) Share Purchase Warrants
A summary of share purchase warrant activity is as follows:
Weighted
Average
Number Exercise Price

Balance, June 30, 2007 534,500 $2.80
Issued i non flow through Unit Offering 174,374 4.00
Issued i flow through Unit Offering 141,871 4.00
| ssued Fi n donflosvdhrotige @ng Offering 16,050 4.00
| ssued Fi n flosvttheodgh finit ©ffering 25,175 4.00
Exercised (97,500) (2.60)
Expired or cancelled (437,000) (2.80)

Balance, June 30, 2008 357,470 $4.00
Issued i flow through Unit Offering 150,000 3.00
Issued i non flow through Unit Offering 25,000 3.00
| ssued Fi n éflosvtheodgh init ©ffering 5,687 3.00
Issued i non flow through Unit Offering 857,500 0.25
Issued i flow through Unit Offering 200,000 0.50
Expired (357,470) 4.00

Balance, June 30, 2009 1,238,187 $0.69
Expired (180,687) (2.98)
Issued i debt settlement (Note 3(e)) 50,000 0.25
Issued i non flow through Unit Offering 2,100,000 0.20

Balance, December 31, 2009 3,207,500 $0.35

During the six months ended December 31, 2009, the Company incurred the following

share purchase warrant transactions:

Number of
Number of Cancelled warrants Proceeds
warrants Issued lexpired Exercised December from
June 30, during during during 31, warrants  Exercise
2009 the period the period the period 2009 exercised price Expiry date
150,000 (150,000) $3.00  July 9, 2009
25,000 (25,000) $3.00  July 9, 2009
5,687 (5,687) - $3.00  July 9, 2009
857,500 - 857,500 $0.25  January 29, 2014
200,000 - 200,000 $0.50 March 31, 2011
50,000 50,000 $0.25  July 29, 2011
2,100,000 2,100,000 $0.20  December 31, 2011
1,238,187 50,000 (180,687) 3,207,500
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7. SHARE CAPITAL (continued)
(c) Share Purchase Warrants (continued)

As at December 31, 2009, the Company had the following share purchase warrants
outstanding:

Number Exercise Price Expiry Date
857,500 $0.25 January 29, 2014
200,000 $0.50 March 31, 2011
50,000 $0.25 July 29, 2011
2,100,000 $0.20 December 3, 2011
3,207,500

(d) Agent’s Warrants

During the six months ended December 31, 2009, the Company issued 170,000 finders

fee Agent ds War ha&ntbDsecasnbpart3lof 2009 Uni t Oof f e
Warrant entitles the holder thereof to purchase one common share of the Company at an

exercise price of $0.20 per common share, at any time prior to December 3, 2011.

As at December 31, 2009, the Company had t he foll owing Agent 6s
notwithstanding:

Number Exercise Price Expiry Date
170,000 $0.20 December 31, 2011

(e) Stock Options

A summary of stock option activity during the six months ended December 31, 2009 is as

follows:
Weighted Average
Number Exercise Price
Balance, June 30, 2007 210,250 $2.00
Granted 283,750 2.80
Exercised (17,500) 2.00
Expired or cancelled (126,500) 2.20
Balance, June 30, 2008 350,000 2.60
Granted 258,500 0.22
Expired or cancelled (148,900) 1.24
Balance, June 30, 2009 459,600 $0.23
Granted 265,000 -
Expired or cancelled (96,250) -

Balance, December 31, 2009 628,350 $0.23
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7. SHARE CAPITAL (continued)

(f) Stock Options
As at December 31, 2009, the Company had the following stock options outstanding:

Balance Expired/ Balance
as at Granted cancelled as at
June 30, during the  duringthe  Exercise = December
2009 period period price 31, 2009 Expiry date
91,250 - (91,250) $0.23 - November 6, 2009
5,000 - (5,000) $0.23 - December 24, 2009
117,500 - - $0.23 117,500 May 9, 2010
137,500 - - $0.23 137,500 July 15, 2010
108,350 - - $0.21 108,350 January 30, 2014
- 265,000 - $0.12 265,000 December 3, 2011
459,600 265,000 (96,250) 628,350

The weighted average contractual life remaining of all stock options is 1.69 years.

8. STOCK-BASED COMPENSATION
For the six months ended December 31, 2009, the Company recorded $75,850 stock-based

compensation expense (2008 - $238,000), of which $25,500 was recorded as a charge to share
capital and $50,350 was expensed.

9. CONTRIBUTED SURPLUS

Changes in Contributed Surplus for the six months ended December 31, 2009 are:

Six months Year

ended ended
December 31, June 30,

2009 2009
Balance, beginning of the period $ 1,569,587 $ 1,300,052
Stock-based compensation 50,350 262,710
Finderbs fee warrants 25,500 6,825

Balance, end of the period $ 1,645,437 $ 1,569,587




INTERNATIONAL SAMUEL EXPLORATION CORP.

(An exploration stage company)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited i prepared by management)

FOR THE THREE and SIX MONTHS ENDED DECEMBER 31, 2009 18

10.

11.

CONTRIBUTED SURPLUS (continued)

The fair values of the options and warrants granted was determined using the Black-Scholes
option pricing model with the following weighted average assumptions:

Six Months Year
Ended Ended
December 31, June 30,
2009 2009
Risk-free interest rate 1.36% t0 1.39%  2.30% to 4.10%
Dividend yield 0% 0%
Volatility 150% 130% to 143%
Expected life 2 years 1-2 years

RELATED PARTY TRANSACTIONS

During the six months ended December 31, 2009, the Company incurred the following charges by
directors, former directors, officers and companies with directors or former directors in common:

Six months Year

ended ended
December 31, June 30,

2009 2009
Consulting fees i expensed $ 23,483 $ 29,210
Management fees 38,400 62,075
$ 61,883 $ 91,285

These transactions are in the normal course of operations and are measured at the exchange
amount which was the amount established and agreed to by the transacting parties.

Loan receivable at December 31, 2009 consists of $122,994 (June 30, 2009: $150,000) owed
from a company with directors in common.

Included in accounts payable and accrued liabilities at December 31, 2009 is $99,924 (June 30,
2009: $Nil) owed to companies with directors in common.

Included in amounts receivable at December 31, 2009 is $12,678 due from companies with
directors in common (June 30, 2009: $Nil).

NON-CASH TRANSACTIONS

Investing and financing activities that do not have a direct impact on current cash flows are
excluded from the statements of cash flows.

During the six months ended December 31, 2009, the Company issued 50,000 common shares
for consideration of $6,500 as part of a debt settlement agreement.
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12,

CAPITAL DISCLOSURES

The Companydés objectives when managing capital are t
going concern to pursue the development of its mineral properties and to maintain a flexible
capital structure which optimizes the cost of capital within a framework of acceptable risk. In the
management of capital, the Company includes the con

The Company managed the capital structure and makes adjustments to it in light of changes in
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust
its capital structure, the Company may issue new shares, issue new debt, acquire or dispose of
assets.

The Company is dependent on the capital markets as its sole source of operating capital and the

Company dta respuacges are largely determined by the strength of the junior resource

mar kets and by the status of the Companyds projects
compete for investor support of its projects. The Company is not subject to any externally

imposed capital requirements.



